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May 25, 2005

The Honorable Magalie R. Salas
Secretary

Federal Energy Regulatory Commission
888 First Street, NE

Washington, DC 20426

Re: California Independent System Operator Corporation
Docket No. ER05- - 000
Amendment No. 70 to the ISO Tariff

Dear Secretary Salas:

Pursuant to Section 205 of the Federal Power Act ("FPA”),
16 U.S.C. § 8244, and Sections 35.11 and 35.13 of the regulations of the Federal
Energy Regulatory Commission ("Commission”), 18 C.F.R. §§ 35.11, 35.13, the
California Independent System Operator Corporation ("ISO") respectfully submits
for filing an original and six copies of an amendment to the ISO Tariff
(“Amendment No. 70”)." Amendment No. 70 revises the ISO Tariff to define a
new type of entity, the Small Utility Distribution Company (“SUDC"); to add
provisions to the ISO Tariff concerning the relationship between the ISO and
SUDCs; and to add a new pro forma agreement to the ISO Tariff, the pro forma
SUDC Operating Agreement. Two extra copies of this filing are also enclosed.
Please stamp these copies with the date and time filed and return them to the
messenger.

L BACKGROUND

As discussed below, Amendment No. 70 has its origins in settlement
discussions between the 1ISO and Trinity Public Utilities District (*Trinity PUD”) to

! Capitalized terms not otherwise defined herein are defined in the Master Definitions

Supplement, 1SO Tariff Appendix A, as filed August 15, 1997, and subsequently revised.

WASHINGTON, D.C. = NEW YORK, N.Y.
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resolve all issues in Docket No. ER05-150-000. Trinity PUD is a small utility in
Northern California encompassing approximately 2,200 square miles that serves
approximately 16,000 people, with only one customer over 200 kW. Trinity PUD
is directly connected to the ISO Controlled Grid at transmission facilities owned
by Pacific Gas and Electric Company ("PG&E"). The ISO understands that the
peak .oad for Trinity PUD represents approximately 17 MW and that, pursuant to
the Trinity Water Division Act, Trinity PUD is a first preference customer of the
Western Area Power Administration — Sierra Nevada Region (“Western”). Trinity
PUD receives 100% of its energy from Western.

Pursuant to a 1967 power integration/wheeling agreement commonly
known as Contract 2948A, Western's power and energy was delivered to Trinity
PUD over certain transmission facilities owned by Western and certain
transmission facilities owned by PG&E but currently controlled and operated by
the 1SO. On March 31, 2004, PG&E provided a notice of cancellation of Contract
2948A, which terminated effective January 1, 2005. The pending termination of
Contract 2948A prompted the 1SO to commence negotiations with Trinity PUD in
the summer of 2004 on the contractual arrangement necessary for Trinity PUD to
receive service from the |SO effective January 1, 2005,

Section 4.1 of the ISO Tariff provides that "{tthe 1SO shall not be obliged to
accept Schedules, Adjustment Bids or bids for Ancillary Services which would
require Energy to be transmitted to or from the Distribution System of a UDC
directly connected to the ISO Controlled Grid unless the relevant UDC has
entered into a UDC Operating Agreement.” Thus, since Trinity PUD is directly
connected to the |ISO Controlled Grid and the ISO believes a Utility Distribution
Company (“UDC”) Operating Agreement is necessary and prudent with respect
to receiving service from the IS0, the I1SO insisted that Trinity PUD execute a
UDC Operating Agreement. Trinity PUD objected to many of the provisions of
the UDC Operating Agreement as being unreasonable, unjust, unduly
burdensome and, in some cases, completely unworkable, and asserted that the
UDC Operating Agreement was drafted to address issues and operations of
large utilities, not a small utility such as Trinity PUD.

The 1SO and Trinity PUD entered into negotiations concerning whether
Trinity PUD would sign the UDC Operating Agreement. The negotiations were
not completed by the time the ISO believed it needed to file with the Commission
an agreement with Trinity PUD in order for Trinity PUD to receive service from
the ISO effective January 1, 2005. Consequently, the ISO unilaterally filed an
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unexecuted UDC Operating Agreement with Trinity PUD in the Docket No. ER05-
150-000 on November 1, 2004

On December 30, 2004, the Commission issued an order in Docket No.
ER05-150-000 accepting the UDC Operating Agreement between the SO and
Trinity PUD, suspending its effectiveness for a nominal period, to become
effective on January 1, 2005, subject to refund, and setting the matter for hearing
and settlement judge procedures. California Independent System Operator
Corporation, 109 FERC ¥ 61,391, at PP 75-76, Ordering Paragraphs (D)-(H). On
January 7, 2005, the Chief Administrative Law Judge issued an order appointing
a Settlement Judge.

Settlement conferences were held on January 27, March 1, March 24, and
April 1, 2005. At the settlement conferences, discussions between the ISO and
Trinity PUD focused on creating a new type of agreement, the SUDC Operating
Agreement, for SUDCs that cannot meet the requirements of large UDCs.® The
ISO and Trinity PUD envisioned that the requirements under the SUDC
Operating Agreement would be mostly derived from the requirements applicable
to a UDC. The ISO and Trinity PUD proposed a definition of a SUDC that
reflected the small size and limited operating capacity of a SUDC.* The ISO and
Trinity PUD also proposed that the ISO would submit a SUDC Operating
Agreement between the 1ISO and Trinity PUD for Commission approval and, in a
separate filing made pursuant to Section 205 of the Federal Power Act (‘FPA”),
the 1ISO would submit for Commission approval a filing containing (1) new I1SO
Tariff language concerning the relationship between the ISO and SUDCs and the
definition of a SUDC; and (2) a new pro forma SUDC Operating Agreement.

The IS0 and Trinity PUC memorialized their proposals in an Offer of
Settlement and Setilement Agreement (“Settlement Agreement”). The

2 The transmittal letter for the Novemnber 1, 2004 filing explained (at page 4) that the UDC
Operating Agreement between the 1ISO and Trinity PUD substantially conforms with the pro forma
UDC Qperating Agreement.

3 Besides the ISO and Trinity PUD, the only other parties in Docket No. ER05-150-000
were PG&E and Western. Neither PG&E nor Western attended or participated in any of the
settlement conferences. Commission Trial Staff participated in all of the seftlement conferences.

4 The IS0 and Trinity PUD proposed that a SUDC be defined as an enfity that owns a
Distribution System that is capable of transmitting or delivery of Energy to and/or from the ISO
Controlled Grid that provides retail electric service to End-Use Customers, and has the following
characteristics: (1) annual peak Demand of 25 MW of less; {2) the Distribution System is notin a
tocal reliability area defined by the 130; and (3) Good Utility Practice was used in designing all
substations facilities that are owned or operated by the entity and interconnected to the ISO
Controlled Grid, and such substations do not have transmission circuit breakers,
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Settlement Agreement included the following exhibits: a SUDC Operating
Agreement between the ISO and Trinity PUD (included as Exhibit A to the
Settlement Agreement); new ISO Tariff language concerning the relationship
between the 1SO and SUDCs and the definition of a SUDC (included as Exhibit B
to the Settlement Agreement); and a new pro forma SUDC Operating Agreement
(included as Exhibit C to the Settlement Agreement). The Settlement Agreement
proposed that the SUDC Operating Agreement would become effective on the
same date as the new ISO Tariff language included in the filing made pursuant to
Section 205 of the FPA, and that in the Section 205 filing, the ISO would request
an effective date of one day after the Section 205 filing was submitted. The SO,
on behalf of itself and Trinity PUC, filed the Settlement Agreement and exhibits,
along with an Explanatory Statement in Support of the Settlement Agreement
(“Explanatory Statement”), in Docket No. ER05-150-000 on May 19, 2005.

Amendment No. 70 is the filing that the Settlement Agreement stated
would be made pursuant to Section 205 of the FPA. In addition, the proposed
changes provide the means for other similarly situated SUDCs that are directly
connected to the ISO Controlled Grid to receive service from the 1SO.

I PROPOSED CHANGES

The I1SO proposes to modify the Master Definitions Supplement, Appendix
A to the I1SO Tariff, to include the new defined term SUDC, defined as described
in footnote 4, above. The ISO also proposes new ISO Tariff provisions
concerning the relationship between the 1ISO and SUDCs, to be contained in new
Article 31 of the ISO Tariff. These proposed new provisions mirror existing
provisions in Article 4 of the ISO Tariff conceming the relationship between the
ISO and UDCs, except that the SUDC provisions reflect the following
considerations:

¢ A SUDC is small in size and has limited operating capacity compared with
a UDC.

¢ A SUDC must provide the ISO with a single point of contact that can be
reached 24 hours a day, 7 days a week, whereas a UDC is required to
have a Control Center that can communicate with the 1ISO 24 hours a day,
7 days a week.

o A SUDC cannot shed Load absent physically disconnecting each
individual substation, whereas a UDC primarily has remote systems and
relays to disconnect substations automatically to shed Load.
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o A SUDC will be directed to reduce Load on a voluntary basis when the
1SO reaches a Stage 1 System Emergency, whereas a UDC does not
shed Load until the ISO reaches a Stage 3 System Emergency.

The definition of a SUDC and new Article 31 of the ISO Tariff contained in the
present filing are the same as the provisions included in Exhibit B to the
Settlement Agreement.

The ISO proposes to add a new pro forma SUDC Operating Agreement,
to be contained in new Appendix T to the I1SO Tariff.> The requirements under
the pro forma SUDC Operating Agreement are mostly derived from the
requirements under the pro forma UDC Operating Agreement. The main
differences between the pro forma SUDC Operating Agreement and the pro
forma UDC Operating Agreement reflect the differences between SUDCs and
UDCs listed above. The pro forma SUDC Operating Agreement contained in the
present filing is the same as the pro forma SUDC Operating Agreement included
as Exhibit C to the Settlement Agreement.

As noted above, the ISO believes that a SUDC should not be required to
meet all the obligations of a UDC as this arguably would represent an unjust and
unreasonable burden on the SUDC. Absent approval of this proposal, a SUDC
would be required to commit significant financial resources that simply are not
justified given the size and other limitations of a SUDC. Accordingly, the
Commission should accept the new Article 31 of the ISO Tariff and the new pro
forma SUDC Operating Agreement.

13 EFFECTIVE DATE

The IS0 respectfully requests, pursuant to Section 35.11 of the
Commission’s regulations, 18 C.F.R. § 35.11, that the Commission waive its
notice requirements for Amendment No. 70, accept Amendment No. 70 for filing,
and permit it to become effective one day after filing, on May 26, 2005. Good
cause exists for granting this waiver because acceptance of Amendment No. 70
effective as of May 26, 2005 will permit the SUDC Operating Agreement between

s The new pro forma SUDC Operating Agreement is substantially the same as the SUDC

Operating Agreement included as Exhibit A to the Settlement Agreement, except that the
following schedules to the latter agreement contain information specific to Trinity PUD (rather
than generally applicable information as under the corresponding schedules to the pro forma
SUDRC Operating Agreement): Schedule 1; Schedule 2; Schedule 3; Schedule 6, Attachment 1;
and Schedule 9.
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the ISO and Trinity PUD to become effective as soon as possible.® Moreover, no
increase in rates or charges, or other financial consequences, will result from the
May 26, 2005 effective date. Granting the requested waiver, therefore, is
appropriate.

IV. COMMUNICATIONS
Communications regarding this filing should be addressed to the following

individuals, whose names should be placed on the official service list established
by the Secretary with respect to this submittal:

Charles F. Robinson J. Phillip Jordan

John Anders Bradley R. Miliauskas

Deborah A. Le Vine Swidler Berlin LLP

The California Independent System 3000 K Street, N.W., Suite 300
Operator Corporation Washington, D.C. 20007

151 Blue Ravine Road Tel: (202) 424-7500

Folsom, California 95630 Fax: (202) 424-7643

Tel: (916) 351-4400
Fax: (916) 608-7296

V. SERVICE

The 1SO has served copies of this transmittal letter, and all attachments,
on the California Public Utilities Commission, the California Energy Commission,
the California Electricity Oversight Board, all parties with effective Scheduling
Coordinator Service Agreements under the 1SO Tariff, and all parties in Docket
No. ER05-150-000. In addition, the ISO is posting this transmittal letter and all
attachments on the ISO Home Page.

6 Numerous provisions in the SUDC Operating Agreement between the 1SO and Trinity

PUD require the IS0 and Trinity PUD fo act in accordance with Article 31 of the ISO Tariff.
Therefore, until Article 31 of the IS0 Tariff becomes effective, those provisions in the SUDC
Operating Agreement cannot become effective.
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V.  ATTACHMENTS

The following documents, in addition to this letter, support this filing:

Attachment A Revised SO Tariff sheets
Attachment B Black-lined ISO Tariff provisions
Aftachment C Notice of this filing, suitable for publication in the Federal

Register (also provided in electronic format).

Please feel free to contact the undersigned if you have any questions
concerning this matter.

Respectfully submitted,

Boredlee DI s

Charles F. Robinson J. Phillip Jorfan
General Counsel Bradley R. Miliauskas
John Anders Swidler Berlin LLP
Corporate Counsel 3000 K Street, N.W., Suite 300
The California Independent Washington, DC 20007
System Operator Corporation Tel (202) 424-7500
151 Blue Ravine Road Fax: (202) 424-7643

Folsom, CA 95630
Tel: (916) 351-4400
Fax: (916) 608-7296



ATTACHMENT A



CALIFORNIA INDEPENDENT SYSTEM OPERATOR CORPORATION
FERC ELECTRIC TARIFF
FIRST REPLACEMENT VOLUME NOG. | Original Sheet No. 299A

31. RELATIONSHIP BETWEEN iSO AND SUDCS.
311 General Nature of Relationship Between I1SO and SUDCs.

31.1.1 The ISO shall not be obliged to accept Schedules, Adjustment Bids or bids for Ancillary Services
which would require Energy to be transmitted to or from the Distribution System of a SUDC directly
connected to the ISO Controlled Grid unless the relevant SUDC has entered into a2 SUDC Operating
Agreement. The SUDC Operating Agreement shall require SUDCs to comply with the applicable
provisions of this Section 31 and any other expressly applicable Sections of this 1SO Tariff and the ISO
Protocols, as they may be amended from time fo time. The 1SO shall maintain a pro forma SUBC

Operating Agreement available for SUDCs to enter into with the 1SO.

31.1.2 The ISO shall operate the ISO Control Area and the IS0 Controlled Grid and each SUDC shall
operate its Distribution System at alf times in accordance with Good Utility Practice and in a manner
which ensures safe and reliable operation. The SO shall, in respect of its obligations set forth in this
Section 31, have the right by mutual agreement to delegate certain operational responsibilities to the
relevant Participating TO or SUDC pursuant to this Section 31. All information made available to SUDCs
by the IS0 shall also be made available to Scheduling Coordinators. Any information, pertaining to the
physical state, operation, maintenance or failure of the SUDC Distribution System that may cause a
material adverse affect to the operation of the ISO Controlled Grid, that is made available to the [SO by

the SUDC shall also be made available to Scheduling Coordinators upon receipt of reasonable notice.
31.2 Coordinating Maintenance Outages of SUDC Facilities.

Each SUDC and the Participating TO with which it is interconnected shall coordinate their Outage
requirernents with respect to their transmission interconnection facilities prior to the submission by that

Participating TO of its maintenance Outage requirements under Section 2.3.3.

issued by: Charles F. Robinson, Vice President and General Counsel
tssued on: May 25, 2005 Effective: May 26, 2005
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31.3 SUDC Responsibilities.

Recognizing the 1S0’s duty to ensure efficient use and reliable operation of the ISO Control Area and the

iSO Controlled Grid consistent with the Applicable Reliability Criteria, each SUDC shall:

31.3.1  operate and maintain its Distribution System in accordance with applicable reliability standards,
statutes and regulations, and Good Utility Practice so as to avoid any material adverse impact on the

reliability of the ISO Control Area and the 1SO Controlled Grid;

31.3.2 provide the ISO Qutage Coordination Office each year with a schedule of upcoming
maintenance on its transmission interconnection facilities with the 1SO Controlled Grid that has a

reasonable potential of causing a material adverse impact to the reliability of the 1SO Controlled Grid.
31.4 System Emergencies.

31.4.1 In the event of a System Emergency, SUDCs shalt comply with all directions from the ISO
concerning the management and alleviation of the System Emergency and shall comply with all
procedures concerning SUDCs for System Emergencies set out in the individual SUDC Operating

Agreements.

31.4.2 During a System Emergency, the ISO and SUDCs shall communicate in accordance with

procedures established in individual SUDC operating agreements.
31.5 Load Reduction.

31.5.1 |f the ISO declares a Stage 1 System Emergency, the SUDC shall use any reasonably available
local communication infrastructure to request that its customers curtail their electricity usage. The
SUDC shall not be called separately in Stage 3 System Emergencies to manually shed Load. Load
restoration of any voluntary Load reduction will occur once the 1ISO declares that a System Emergency

no longer exists.

Issued by: Charles F. Robinson, Vice President and General Counsel
Issued on: May 25, 2005 Effective: May 26, 2005
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31.5.2 If the Participating TO sheds the SUDC | oad associated with the Participating TO's
transmission facilities, the Participating TO will provide timely information and work with the SUDC

regarding SUDC Load restoration.
31.6 System Emergency Reports: SUDC Obligations,

31.6.1 Each SUDC shall maintain all appropriate records pertaining to a System Emergency in
accordance with the SUDC's then-existing record retention practice or policy, provided the records are

kept for a minimum of six (8) years.

31.6.2 In accordance with its SUDC Operating Agreement, each SUDC shall provide available

information to the 1SO regarding the 1SO’s preparation of an Outage review.
31.7 Coordination of Expansion or Modifications to SUDC Facilities.

Each SUDC and the Participating TO with which it is interconnected shall coordinate in the planning and
implementation of any expansion or modifications of a SUDC's or Participating TO's system that will
materially affect the reliability of their ransmission interconnection facilities, the 1SO Controlled Grid or
the transmission services o be required by the SUDC. The Participating TO shall be responsible for

coordinating with the 1SO,
31.8 Information Sharing.
31.8.1 System Planning Studies.

The IS0, Participating TOs and SUDCs shall share available information such as projected SUDC Load
growth and SUDC system expansions necessary for the 1SO or the Participating TOs to conduct
necessary system planning studies {o the extent that such SUDC Load growth or SUDC system

expansions will materially impact the operation of the 1SO Control Area and the 1SO Controlled Grid.

Issued by: Charles F. Robinson, Vice Presitdent and Generat Counsel
issued on: May 25, 2005 Effective; May 26, 2005
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31.8.2 System Surveys and Inspections.

The ISO, each UDC and each SUDC shall cooperate, to the extent economically feasible for the SUDC,
in performing system surveys and inspections regarding the operation of the ISO Control Area and the

130 Controlled Grid.
31.8.3 Reports.

31.8.3.1 The ISO shall make available to the SUDCs any public annual reviews or reports
regarding performance standards, measurements and incentives relating to the 1SO Control Area and
the ISO Controlled Grid and shali also make available, upon reasonable notice, any such reports that the
ISO receives from the Participating TOs. Each SUDC shail make available to the ISO upon request any
public annual reviews or reports regarding performance standards, measurements and incentives
relating to the SUDC’s Distribution System to the extent these relate to the operation of the ISO Control

Area and the 1SO Controlled Grid.

31832 The 1SO and SUDCs shall develop an operating procedure for the 1SO to record
requests received from the SUDC for Maintenance Qutages and the completion of the requested

maintenance and turnaround times.
31.9 Installation of Equipment on and Rights of Access to SUDC Facilities.
31.9.1 Installation of Facilities,

The ISO and the SUDC shall each have the right on reasonable notice to install or to have installed
equipment (including metering equipment) or other facilities on the property of the other, to the extent
that such installation is necessary for the installing party to meet its service obligations unless to do so
would have a negative impact on the reliability of the service provided by the party owning the property.
The ISO and the SUDC shall enter into agreements governing the installation of such equipment or other

facilities containing customary, reasonable terms and conditions.

Issued by: Charles F. Robinson, Vice President and General Counsel
Issued on: May 25, 2005 Effective: May 26, 2005
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31.9.2 Access to Facilities.

The SUDCs shall grant, free of charge, the IS0 reasonable access to SUDC facilities for purposes of
inspection, repair, maintenance, or upgrading of facilities installed by the SO on the SUDC’s system,
provided that the 150 must provide reasonable advance notice of its intent to access SUDC facilities and
opportunity for SUDC staif to be present. Such access shall not be provided unless the parties mutuaily
agree to the date, time and purpose of each access. Agreement on the terms of the access shall not be

unreasonably withheld.
31.9.3 Access During Emergencies.

Notwithstanding any provision in this Section 31 the 1ISO may have access, without giving prior notice, to

any SUDC’s equipment or other facilities during times of a System Emergency.

31.9.4 Access For Audit Functions.

Notwithstanding any provision in this Section 31 the ISO may have access, without giving prior notice, to
any SUDC's equipment or other facilities where the SO has a reasonable basis to believe the SUDC
has failed to cormply with the SUDC Operating Agreement, applicable 1SC Tariff or 1SO Protocol

provisions and access is reguired to conduct an audit to gather relevant facts.

Issued by: Charles F. Robinson, Vice President and General Counsel
issued on: May 25, 2005 Effective: May 26, 2005
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FIRST REPLACEMENT VOLUME NO. | Superseding First Revised Sheet No. 350
SUDC (Small Utility An entity that owns a Distribution System that is capable of

Distribution Company
fransmitting or delivery of Energy to and/or from the 1ISO

Controlled Grid that provides retail electric service to End-Use
Customers, and has the following characteristics:
1. Annual peak Demand is 25 MW or less;
2. The Distribution System is not in a local reliability area
defined by the I1S0; and
3. Good Utility Practice was used in designing all
substation facilities that are owned or operated by the
entity and interconnected to the 15O Controlled Grid,
and none of those substations have transmission
circuit breakers.
Suggested Adjusted The output of the ISO’s initial Congestion Management for
Schedule
each Scheduling Coordinator for the Day-Ahead Market
(“Suggested Adjusted Day-Ahead Schedule”™} or for the Hour-
Ahead Market ("Suggested Adjusted Hour-Ahead Schedule™).
These Schedules will reflect ISO suggested adjustments to
each Scheduling Coordinator's Preferred Schedule fo resolve
Inter-Zonal Congestion on the 1ISO Controlled Grid, based on
the Adjustment Bids submitted. These Schedules will be
balanced with respect to Generation, Transmission Losses,
.oad, and trades between Scheduling Coordinators to resolve
Inter-Zonal Congestion.
Supplemental Energy Energy from Generating Units bound by a Participating
Generator Agreement, Loads bound by a Participating Load

Agreement, System Units, and System Resources which have

Issued by: Charles F. Robinson, Vice President and General Counsel
issued on: May 25, 2005 Effective: May 26, 2005
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uncommitted capacity following finalization of the Hour-Ahead
Schedules and for which Scheduling Coordinators have
submitted bids to the ISO at least half an hour before the
commencement of the Settlement Period.

Supply The rate at which Energy is delivered to the 1SO Controlled
Grid measured in units of watts or standard muitiples thereof,

e.g., 1,000W=1 KW; 1,000 KW = 1MW, etc.

Issued by: Charles F. Robinson, Vice President and General Counsel
issued on: May 25, 2005 Effective: May 26, 2005
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ISO TARIFF APPENDIX T

Smail Utility Distribution Company Operating Agreement

Issued by: Charles F. Robinson, Vice President and General Counsel
Issued on: May 25, 2005 Effective: May 26, 2005
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CALIFORNIA INDEPENDENT SYSTEM
OPERATOR

AND

[SMALL UTILITY DISTRIBUTION COMPANY]

SMALL UTILITY DISTRIBUTION
COMPANY OPERATING AGREEMENT

Issued by: Charles F. Robinson, Vice President and General Counsel
Issued on: May 25, 2005 Effective; May 26, 2005
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SMALL UTILITY DISTRIBUTION COMPANY
OPERATING AGREEMENT

THIS OPERATING AGREEMENT is dated this ___ day of , and is entered into, by and
between:

Q) [Full legal name of SUDC], having its registered and principal place of business located at
[Address] (the “SUDC");

and

(2) California independent System Operator Corporation, a California non-profit public benefit
corporation having its principal place of business located in such place in the State of California as
the 1SO Governing Board may from time to time designate, initially 151 Blue Ravine Road,
Folsom, California 95630 (the “1ISQO").

The SUDC and the 1SO are hereinafter referred to individually as "Party" and collectively as “Parties”.

Whereas:

A. The purpose of this Operating Agreement is to establish the rights and obligations of the SUDC
and the 1SO with respect to the SUDC's Facilities interconnected with the 1ISO Controlied Grid and
the SUDC's cooperation and coordination with the ISO regarding reliability and the operational
control of the ISO Controlled Grid and the SUDC's Distribution System.

B. The SUDC owns and operates a small Distribution System within the ISO Control Area subject to
the authority of a Local Regulatory Authority.

C. The SUDC wishes to receive and transmit Energy and/or Ancillary Services to and/or from the
1SO Controlled Grid under the terms and conditions set forth in the 1SO Tariff,

D. The ISO has certain statutory obligations under California law to maintain the reliability of the ISO
Controlled Grid.

E. The Parties recognize that while a single SUDC has little or no ability to materially, adversely
affect reliability of the 1SO Controfled Grid or the ISO Control Area, the SUDC agrees to support
and be part of the coordinated response to System Emergencies and to reliability concerns
relating to the ISO Control Area as set forth in this Operating Agreement.

F. This Operating Agreement obligates the SUDC to comply with the sections of the ISO Tariff, the
ISO Operating Procedures and the 1ISO Specifications specified in this Operating Agreement.

NOW THEREFCRE, in consideration of the mutual covenants set forth herein, THE PARTIES AGREE as
follows:

ARTICLE |
DEFINITIONS AND INTERPRETATION

1.1 Master Definitions Supplement. Unless defined in Section 1.2 of this Operating Agreement, all
defined terms and expressions used in this Operating Agreement shall have the same meaning
as those contained in the Master Definitions Supplement to the SO Tariff.

Issued by: Charles F. Robinson, Vice President and General Counsel
Issued on: May 25, 2005 Effective: May 26, 2005
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1.2

1.3

Special Definitions for this Operating Agreement. in this Operating Agreement, the following
words and expressions shall have the meanings set opposite them:

“1S0 Specifications” means those standards pertaining to the areas of operation listed in Article
IV of this Operating Agreement and listed in Schedule 6, approved by the ISO to establish detailed
technical performance and reliability parameters at the ISO Controlled Grid and SUDC
Interconnection, associated with the 1SO Tariff, as those standards may be amended from time to
time.

“1SO Operating Procedures” means those procedures pertaining to the areas of operation listed
in Article IV of this Operating Agreement and listed in Schedule 9, created by the 1SO to establish
detailed operating procedures at the 1SO Controlled Grid and SUDC Interconnection, associated
with general provisions required in the 1SO Tariff, as those standards may be amended from time
to time.

“SUDC Facilities” shall have the meaning accorded to such term as provided in Section 3.2 of
this Operating Agreement.

Ruies of Interpretation. The following rules of interpretation and conventions shall apply to this
Operating Agreement:

{a) if there is any inconsistency between this Operating Agreement and the IS0 Tariff, the
1SO Tariff will prevail to the extent of the inconsistency;

{b) the singular shall include the plural and vice versa;

{c) the masculine shall include the feminine and neutral and vice versa;

(d) “includes” or “including” shall mean “including without limitation”;

{e) references to a Section, Article or Schedule shall mean a Section, Article or a Schedule of

this Operating Agreement, as the case may be, unless the context otherwise requires,

{f) a reference in this Operating Agreement to a given agreement, instrument or the 1SO
Tariff shall be a reference to that agreement, instrument or the 1ISO Tariff as modified,
amended, suppiemented or restated through the date as of which such reference is
made;

{g) unless the context otherwise requires, references to any law shall be deemed references
to such law as it may be amended, replaced or restated from time to time;

(h unless the context otherwise requires, any reference o a "person” includes any individual,
partnership, firm, company, corporation, joint venture, trust, association, organization or
other entity, in each case whether or not having separate legal personality,

{i) unless the context otherwise requires, any reference to a Party includes a reference to its
permitted successors and assigns;

() any reference to a day, week, month or year is to a calendar day, week, month or year;
and the captions and headings in this Operating Agreement are inserted solely to facilitate
reference and shall have no bearing upon the interpretation of any of the terms and
conditions of this Operating Agreement.

Issued by: Charles F. Robinson, Vice President and General Counsel
issued on: May 25, 2005 Effective: May 26, 2005
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ARTICLE 1
TERM AND TERMINATION
21 Effective Date. This Operating Agreement shall be effective as of the date it is accepted for filing

2.2

2.21

222

2.2.3

341

3.2

and made effective by the FERC and shall remain in full force and effect until the earlier of the
termination date, the termination of the Transmission Control Agreement or such other date as
the Parties shall mutually agree. With respect to any such termination, the ISO must file a timely
notice of termination with FERC, and this Operating Agreament shall terminate on the date FERC
permits such a notice of termination to be effective.

Termination Date.

Termination by Default. Either Party (the terminating Party) may terminate this Operating
Agreement by giving written notice in the event that the other Party {the defaulting Party) commits
any default under this Operating Agreement and/or the ISO Tariff which, if capable of being
remedied, is not remedied within 30 days after the terminating Party has given the defaulting Party
written notice of the default, unless excused by reasen of Unconirollable Forces under Article X of
this Operating Agreement.

Failure To Meet SUDC Definition. Failure of a SUDC to satisfy the ISO Tariff definition of a
SUDC shalt be grounds for the ISO to terminate this Operating Agreement. In the event the ISO
believes the SUDC no longer satisfies the 1SO Tariff definition of a SUDC, the ISO shall provide
written notification of the same to the SUDC and the SUDC shall have 60 days to respond.
Foliowing the 60-day response period and regardiess of the position of the SUDC, if the ISO
believes the SUDC no longer satisfies the 1SO Tariff definition of a SUDC regardless of the
response, the 1ISO may file a notice of termination with FERC in accordance with Section 2.2.3.

Filing. With respect to any notice of termination given pursuant to this Section 2.2, the ISO must
file a timely notice of termination with FERC. The filing of the notice of termination by the ISO will
be considered timely if: (1) the request by either Party to file a notice of termination is made after
the preconditions for termination have been met, and (2) the IS0 files the notice of termination
within 30 days of receipt of such request. This Operating Agreement shall terminate on the date
FERC permits such a notice of termination to be effective.

ARTICLE Il
GENERAL TERMS AND CONDITIONS

SUDC Responsibilities. The SUDC will be responsible to operate and maintain its SUDC
Fagcilities in accordance with applicable reliability standards, statutes, and regulations and Good
Utility Practice so as to avoid any material adverse impact on the reliability of the ISO Control Area
and the ISO Controlled Grid.

Interconnection and SUDC Facilities. Schedule 1 sets forth the SUDC's Generating Units, if
any, and those faciliies that comprise the interconnection of the SUDC Distribution System and
the 1SO Controlled Grid. These facilities will be considered the “SUDC Facilities” and, except as
otherwise expressly provided, the provisions of this Operating Agreement shall apply only to such
SUDC Facilities.

issued by Charles F. Robinson, Vice President and General Counsel
Issued on: May 25, 2005 Effective: May 26, 2005
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3.3

3.4

3.5

3.6

3.6.1

3.6.2

3.6.3

Non-SUDC Facilities. To assist the ISO in cataloging non-SUDC facilities located in the 1SO
Control Area and for information purposes only, Schedule 2 sets forth any non-SUDC Generating
Units or other facilities that are interconnected to the SUDC Distribution System. Such non-SUDC
facilities are not owned or operated by the SUDC.

Agreement Subject to 150 Tariff. Notwithstanding anything to the contrary herein, the Parties
agree that they will comply with Section 31 of the |SO Tariff, and any other applicable provisions of
the ISO Tariff specifically referenced in this Operating Agreement. This Operating Agreement
shall be subject to such provisions of the ISO Tariff, which shall be deemed to be incorporated to
the extent referenced herein, as the same may be changed or superseded from time to time
pursuant to Sections 16.1 and 20.1.3 of the ISO Tariff. Nothing in this Operating Agreement shall
affect in any way the authority of the ISO o unilaterally make application to FERC for a change in
the ISO Tariff under Section 205 of the Federal Power Act, nor shall anything in this Operating
Agreement affect the right of either Party to file a complaint under Section 206 of the Federal
Power Act regarding the I1SO Tariff.

QOperation of ISC Controlled Grid. The SO shall operate the ISO Control Area and the ISO
Controlied Grid in accordance with the ISO Tariff and the Transmission Control Agreement to
which it is a party.

ISO Specifications and 15O Operating Procedures.

Compliance with ISO Specifications and ISO Operating Procedures. The SUDC will abide by
and will perform all of the obligations under the ISO Specifications identified in Schedule 6 and
ISO Operating Procedures identified in Schedule 9 in respect of all matters set forth therein as the
same may be changed or superseded from time to time pursuant to the procedures set forth in
Sections 16.1 and 20.1.3 of the I1SO Tariff. In the event of any conflict or dispute over
interpretation, those sections of the 1SO Tariff identified herein shall, at all times, take precedence
over such IS0 Specifications and 1SO Operating Procedures. The ISO shall not implement any
reliability requirements, operating requirements or performance standards that would impose
increased costs on the SUDC without giving due consideration to whether the benefits of such
requirements or standards are sufficient to justify such increased costs. In any proceeding
concemning the cost recovery by the SUDC of capital and operation and maintenance costs
incurred to comply with 1ISO Specifications and 1SO Operating Procedures, the IS0 shall to the
extent practicable, at the request of the SUDC, provide specific information in a form that may be
readily understood by the general public regarding the nature of, and need for, the I50C-imposed
requirements or standards to enable the SUDC to use this information in public hearings in
support of cost recovery through rates and tariffs.

Review of iSO Specifications and iSO Operating Procedures. The I1SO shall periodically
review with the SUDC the ISO Specifications identified in Schedule 6 and ISO Operating
Procedures identified in Schedule 9 and shall modify such ISO Specifications and/or ISO
Operating Procedure as provided in Section 3.6.1. If a new 1SO Specification or ISO Operating
Procedure applicable to the SUDC is adopted pursuant to Section 3.6.1, the I1SO shall provide a
revised version of Schedule 6 or Schedule 8 to the SUDC. Any changes to Schedule 6 or
Schedule 9 will not constitute an amendment to this Operating Agreement.

Periods When Compliance is Required. While awaiting dispute resolution or regulatory review,
the SUDC shall not be required to comply with changes to the ISO Specifications and ISO
Operating Procedures, except where compliance is necessary in order to prevent or remedy an
imminent System Emergency.

issued by: Charles F. Robinson, Vice President and General Counsel
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3.7

3.8

3.9

4.1

4.2

4.3

4.4

Utilization of Certified Scheduling Coordinator. The SUDC shall utilize an 1SO-certified
Scheduling Coordinator to schedule Energy and Ancillary Services to or from the 1ISO Controlled
Grid. Al the time when the SUDC retains such Scheduling Coordinator, the SUDC shall confirm
that the Scheduling Coordinator has entered into a Scheduling Coordinator Agreement with ihe
1SO that is currently in effect.

Single Point of Contact. The iSO and the SUDC shall each provide a single point of contact for
the exchange of operational procedures and information. Details of requirements relating to and
the identity of the initial points of contact are set forth in Schedule 3.

SUDC Compliance. In the event the 1SO believes that the SUDC has failed to comply with any
provision of the ISO Tariff created after the effective date applicable to the SUDC in accordance
with this Operating Agreement, the 1SO shall notify the S8UDC of such alleged failure and, if
requested, shall meet with the SUDC regarding such alleged failure to comply. If the Parties
cannot reach agreement on the alleged failure to comply, then the ISO may, if applicable, invoke
Section 2.2.1 of this Operating Agreement.

ARTICLE IV
OPERATIONAL COORDINATION

Maintenance Coordination. The SUDC shall coordinate its SUDC Facilities Outage
requiremnents with the Participating TO with which it is interconnected. The SUDC will provide the
ISO with copy of any written information regarding Qutages of the SUDC Facilities that could
cause a material adverse impact on the reliability of the IS0 Controlled Grid. To the extent the
SUDC schedules maintenance of SUDC Facilities that has a reasonable potential to cause a
material adverse impact to reliability of the IS0 Controlled Grid, the SUDC shall notify the ISO of
such maintenance when it becomes known, and that information will be updated guarterly or as
changes occur 1o the proposed schedule. Consistent with the SUDC’s normal record generation
and retention practices, the SUDC will record the details for all such work and shall provide
available records when it is known, quarterly, or upon written request by the I1ISQ.

System Emergencies. The responsibilities of the Parties in relation to System Emergencies are
stated in Sections 31.4, 31.5 and the Dispatch Protocol of the 1ISO Tariff, the |30 Operating
Procedures identified in Schedule 9, and in Schedule 4.

System Emergency Response. The SUDC will participate in Load Shedding by reducing Load
on a voluntary basis when the 1SO declares a Stage 1 System Emergency. The SUDC will use
any available local communication infrastructure to request that its customers curtail their
electricity usage. The SUDC will not be called separately in Stage 3 System Emergencies to
manually shed Load. Load restoration of any voluntary Load reduction may not commence until
such time as the IS0 declares that a System Emergency no longer exists, The responsibilities of
the Parties to direct and to accept direction for Load reduction or other emergency plans are
stated in Sections 31.4 and 31.5 of the ISO Tariff, and the ISO Operating Procedures identified in
Schedule 9 and ISO Specifications identified in Schedule 6.

System Disturbance Load Restoration. The responsibilities of the Parties for restoring Load
following a system disturbance are stated in Section 31.5.2 of the IS0 Tariff, the ISO Operating
Procedures identified in Schedule 9 and IS0 Specifications identified in Schedule 6, and in
Schedule 5.

issued by: Charles F. Robinson, Vice President and General Counsel
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4.5 Interconnection Gperation Standards. The iSO and SUDC shall maintain stable established

operating parameters and control power and reactive flow within standards stated in Schedule 6.

4.6 Records, information and Reports. The Parties are required to maintain such records, to share
information, and to make such reports as are stated in Section 31.1.2, 31.6 and 31.8 of the ISO
Tariff, and the ISO Operating Procedures identified in Schedule 9 and the ISO Specifications
identified in Schedule 6. In accordance with Schedule 7, the SUDC will cooperate with the {SO
regarding its collection, study and transmittal of system data, information, reports, and forecasts,
provided that the SUDC need only provide available information to the ISO. Upon the request of
the 1SO, the SUDC will cooperate with the ISO regarding any 1SO review following a major Qutage
and provide any requested information that is available.

4.7 SUDC Distribution System. The ISO shall {in accordance with Section 11.2 of this Operating
Agreement) notify the SUDC as soon as is reasonably practicable of any condition which the ISO
becomes aware that may compromise the operation and reliability of the SUDC Distribution
System.

ARTICLE V
ACCESS TO FACILITIES

5.1 Access Rights. Pursuani to Section 31.9.1 of the 1SO Tariff and Schedule 8 of this Operating
Agreement, the 1SO and the SUDC shall each have the right to instail or to have installed
equipment or other facilities, including metering equipment, on the electric utility property of the
other necessary for the implementation of this Operating Agreement. The 1SO’s installation of
equipment on the property of the SUDC shalt comply with Local Regulatory Authority reguiations,
except where compliance with Local Regulatory Authority regulations would cause the ISO to
violate the 1SO Tariff, and with all relevant safety standards. in such case, the SUDC and 1SO will
work together to resolve the conflict between the Local Regulatory Authority regulations and the
ISO Tariff.

5.2 Meter Testing. The SUDC shall, at the request of the ISO and upon reasonable notice, provide
access to its facilities necessary to permit the 1S0O or an 1SO-approved meter inspector to perform
such testing as necessary in accordance with Section 31.9.2 or 31.9.4 of the ISO Tariff and the
procedures set forth in Schedule 8. For meters that are not owned by the SUDC, the |SO will
obtain approval from the meter owner in advance of accessing SUDC's Facilities. Such approval
shaill be provided to the SUDC upon request.

53 Emergency Access Rights. The ISO shall have a right to access the SUDC's equipment or
other facilities during a System Emergency in accordance with Section 31.9.3 of the I1ISO Tariff. In
a System Emergency, the SUDC shall have a right of access to 13O equipment on SUDC property
and SUDC equipment on ISO property without notice.

ARTICLE VI
COSTS

6.1 SUDC Operating and Maintenance Costs. The SUDC shall be responsible for alt costs incurred
in connection with procuring, instaliing, operating and maintaining its facilities identified in
Schedule 1 for the purpose of meeting its obligations under this Operating Agreement.

Issued by. Charles F. Robinson, Vice President and General Counsel
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6.2 ISO Operating and Maintenance Costs. The ISO shall be responsible for the procurement,

installation, operation and maintenance costs of IS0 equipment set out in Article V of this
Operating Agreement installed on SUDC property.

ARTICLE VIi
DISPUTE RESOLUTION

7.4 Alternative Dispute Resolution. The Parties shall make reasonable efforts to settle all disputes
arising out of or in connection with this Operating Agreement. In the event any dispute is not
settled, the Parties shall adhere to the 1SO ADR Procedures set forth in Section 13 of the I1SO
Tariff, which is incorporated by reference, except that all reference in Section 13 of the ISO Tariff
to Market Participants shall be read as a reference to the SUDC and references to the 1SO Tariff
shall be read as references to this Operating Agreement.

ARTICLE VIlI
REPRESENTATIONS AND WARRANTIES

8.1 Representations and Warranties. Each Party represents and warrants that its execution,
delivery and performance of this Operating Agreement has been duly authorized by all necessary
corporate and/or governmental actions, to the extent authorized by law.

8.2 Necessary Approvals. Each Party represents that all necessary approvals, permits, licenses,
easements, right of way or access to install, own and operate its facilities subject to this Operating
Agreement have been obtained prior to the effective date of this Operating Agreement.

ARTICLE IX
LIABILITY

9.1 Extent of Liability. The provisions of Section 14 of the 1SO Tariff will apply to liability arising
under this Operating Agreement, except that all references in Section 14 of the ISQ Tariff to
Market Participants shall be read as references to the SUDC and references to the I1SO Tariff
shall be read as references to this Operating Agreement.

ARTICLE X
UNCONTROLLABLE FORCES

10.1  Uncontrollable Forces Tariff Provisions. Section 15 of the ISO Tariff shall be incorporated by
reference into this Operating Agreement, except that all references in Section 15 of the ISO Tariff
to Market Participants shall be read as a reference to the SUDC and referenceas to the 1SO Tariff
shall be read as references to this Operating Agreement.

ARTICLE X
MISCELLANEOUS

111 Assignments. Either Party may assign its obligations under this Operating Agreement, with the
other Party’s prior written consent, in accordance with Section 17 of the SO Tariff, which is
incorporated by reference into this Operating Agreement. Such consent shall not be
unreasonably withheld.

Issued by: Charles F. Robinson, Vice President and General Counsel
Issued on: May 25, 2005 Effective: May 26, 2005



CALIFORNIA INDEPENDENT SYSTEM OPERATOR CORPORATION
FERC ELECTRIC TARIFF
FIRST REPLACEMENT VOLUME NO. || Original Sheet No. 1097

1.2

1.3

1.4

11.5

11.6

Notices. Any notice, demand or request which may be given to or made upon either Party
regarding this Operating Agreement shall be made in accordance with Section 20.1 of the ISC
Tariff, which is incorporated by reference, except that all reference in Section 20.1 to Market
Participants shall be read as a reference to the SUDC. A Party must update the information in
Schedule 3 of this Operating Agreement as that information changes in accordance with Section
20.1 of the iSO Tariff. Such changes will not constitute an amendment to this Operating
Agreement.

Waivers. Any waiver at any fime by either Party of its rights with respect to any default under this
Operating Agreement, or with respect to any other matter arising in connection with this Operating
Agreement, shall not constitute or be deemed a waiver with respect to any subsequent defaulf or
matter arising in connection with this Operating Agreement. Any delay short of the statutory
period of limitations, in asserting or enforcing any right under this Operating Agreement, shall not
constitute or be deermed a waiver of such right.

Governing Law and Forum. This Operating Agreement shall be deemed {o be a contract made
under and for all purposes shall be governed by and construed in accordance with the faws of the
State of California except in its conflict of laws provisions. The Parties irrevocably consent that
any legal action or proceeding arising under or in refation to this Operating Agreement to which
the 180 ADR Procedures do not apply, shall be brought in any of the following forums, as
appropriate: any court of the State of California, any federal court of the United States of America
located in the State of California or, where subject o its jurisdiction, before the Federal Energy
Regulatory Commission.

Consistency with Federal Laws and Regulations.

{a) Nothing in this Operating Agreement shall compel any person or federal entity to: (1)
violate federal statutes or regulations; or {2} in the case of a federal agency, to exceed its
statutory authority, as defined by any applicable federal statutes, regulations, or orders
lawfully promulgated thereunder. If any provision of this Operating Agreement is
inconsistent with any obligation imposed on any person or federal entity by federal law or
regulation to that extent, it shall be inapplicable fo that person or federal entity. No person
or federal entity shall incur any liability by failing to comply with this Operating Agreement
that is inapplicable to it by reason of being inconsistent with any federal statutes,
regulations, or orders lawfully promulgated thereunder; provided, however, that such
person or federat entity shall use its best efforts to comply with the ISO Tariff to the extent
that applicable federal laws, regulations, and orders lawfully promulgated thereunder
permit it to do so.

{b) If any provision of this Operating Agreement requiring any person or federal entity to give
an indemnity or impose a sanction on any person is unenforceable against a federal
entity, the 1SO shali submit to the Secretary of Energy or other appropriate Departmental
Secretary a report of any circumstances that would, but for this provision, have rendered
a federal entity fiable to indemnify any person or incur a sanction and may request the
Secretary of Energy or other appropriate Departmental Secretary to take such steps as
are necessary to give effect to any provisions of this Operating Agreement that are not
enforceable against the federal entity.

integration. This Operating Agreement constitutes the full agreement of the Parties with respect
to the subject matter hereto and supercedes all prior agreements, whether written or oral, with
respect to such subject matter.

Issued by: Charles F. Robinson, Vice President and General Counsel
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1.7

11.8

1.9

11.10

11.11

Severability, If any term, covenant, or condition of this Operating Agreement or the application or
effect of any such term, covenant, or condition is held invalid as to any person, entity, or
circumstance, or is determined to be unjust, unreasonable, unlawful, imprudent, or otherwise not
in the public interest by any court or government agency of competent jurisdiction, then such term,
covenant, or condition shall remain in force and effect to the maximum extent permitted by law,
and all other terms, covenants, and conditions of this Operating Agreement and their application
shall not be affected thereby, but shall remain in force and effect and the Parties shall be relieved
of their obligations only to the extent necessary to eliminate such regulatory or other determination
unless a court or governmental agency of competent jurisdiction holds that such provisions are
not separable from all other provisions of this Operating Agreement.

Penalties. Any penalties to be levied under this Operating Agreement shali be established in
accordance with the 130 Tariff and approved by the FERC. Nothing in this Operating Agreement,
with the exception of the provisions relating to ADR, shall be construed as waiving the rights of the
SUDC to oppose or protest any penalty proposed by the 150 to the FERC or the specific
impaosition by the 1SC of any FERC-approved penalty on the SUDC.

Section Headings: Section headings provided in this Operating Agreement are for ease of
reading and are not meant to interpret the text in each Section.

Amendments. This Operating Agreement and the Schedules attached hereto may be amended
from time to time by the mutual agreement of the Parties in writing. Amendments that require
FERC approval shall not take effect untit FERC has accepted such amendments for filing and
made them effective. If the amendment does not require FERC approval, the amendment will be
filed with FERC for information.

Counterparts. This Operating Agreement may be executed in one or more counterparts at
different times, each of which shall be regarded as an criginal and all of which, taken together,
shall constitute one and the same Operating Agreement.

IN WITNESS WHEREOF, the Parties hereto have caused this Operating Agreement to be duly executed
on behalf of each by and through their authorized representatives as of the date hereinabove written.

California Independent System Operator Corporation

By:
Name:
Title:
Date:

[Full name of SUDC]

By:
Name:
Title:
Date:

Issued by: Charles F. Rohinson, Vice President and General Counsel
Issued on: May 25, 2005 Effective: May 26, 2005
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SCHEDULE 1

SYSTEM INTERCONNECTION FACILITIES

[List to be provided in accordance with the SUDC Operating Agreement ]

issued by: Charles F. Robinson, Vice President and General Counsel
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SCHEDULE 2
Non-SUDC FACILITIES

[List fo be provided in accordance with the SUDC Operating Agreement ]

Issued by: Charles F. Robinson, Vice President and General Counsel
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SCHEDULE 3
OPERATIONAL CONTACTS

1SO:

Transmission Dispatcher
(Folsom):

Transmission Dispatcher
{Alhambra):

Generator Dispatcher:
{Folsom-Primary)
Generator Dispatcher:
(Afhambra-Backup)

Real Time Scheduler:
{Folsom)

Real Time Scheduler:
{(Alhambra)

Pre Scheduler:

Shift Manager:
Control Room fax:

Qutage Coordination:
Fax:

Director of Grid Operations:

WECC Reliability Coordinator:

SUDC;
Name of Operations
Representative:

Title:

Address:
City/State/Zip Code:
Email address:

Phone:

Fax:

Name of Alternative
Representative:

Title:
Email address:

Phone:

Fax:

issued by: Charles F. Robinson, Vice President and General Counsel
issued on; May 25, 2005 Effective: May 26, 2005
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sSUDC

Name of Primary
Representative:

Title:

Address:

City/State/Zip Code:

Email Address:
Phone:

Fax No:

Name of Alternative
Representative:

Title:

Address:

City/State/Zip Code:

Emeail Address:

Phone;

Fax No:

Issued by: Charles F. Robinson, Vice President and General Counsel
issued on: May 25, 2005
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IS0

Name of Primary
Representative:

Title:

Address:

City/State/Zip Code:

Email Address:
Phone:

Fax No:

Name of Alternative
Representative:

Title:

Address:
City/State/Zip Code:
Email Address:
Phone:

Fax No:

issued by: Charles F. Robinson, Vice President and General Counsel
Issued on: May 25, 2005
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SCHEDULE 4

SYSTEM EMERGENCIES

The IS0 will notify the SUDC’s operational contact, as identified in Schedule 2, of the emergency,
including information regarding the cause, nature, extent, and potential duration of the emergency.
The SUDC contact will then take such actions as are appropriate for the emergency.

The SUDC will make requests for information from the ISO regarding emergencies through the
1SO Operations Shift Manager, by the SUIDC's operational contact, or the SUDC may coordinate
public information with the 1ISO Communication Coordinator.

For transmission system caused outages the 30 Operations Shift Manager will notify the SUDC
contact of any information related to the outage such as cause, nature, extent, potential duration
and customers affected.

Available SUDC information and 1SO Grid Control Center logs, 1SO Electric Switching Orders and
ISO Energy Management System temporal database will be used in the ISO's preparation of
outage reviews. These documents are defined as the chronological record of the operation of the
activities which occur with the portion of the electrical system assigned to that control center. The
log shall contain all pertinent information, including orders received and transmitted, relay
operations, messages, clearances, accidents, trouble reports, daily switching program, efc.

The SUDC will retain records in accordance with its record retention policy or practice, provided
the records associated with this Operating Agreement are refained for a minimurn of six years.

Issued by: Charles F. Robinson, Vice President and General Counsel
tssued on: May 25, 2005 Effective: May 26, 2005
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SCHEDULE 5

SYSTEM DISTURBANCE LOAD RESTORATION

if the SUDC is required to shed load, the SUDC will follow the procedures set forth below in this Schedule
5 in promoting orderly, coordinated restoration of electric systems after a major system disturbance has
occurred which resulted in load shedding by frequency relays in California.

1.

Immediately after load shedding has occurred in the SUDC, the SUDC will remain in
contact with their respective Participating Transmission Owner (PTO) Area Conirol Center
{ACC) until normal frequency has been restored throughout the 1ISO Controf Area or the
ISO Shift Manager has concluded that such full-time communications can be terminated.
Emergency communications over the California ACC Hot-line will be under the direction of
the 1SO Shift Manager and the senior dispatcher present at the affected PTO ACC(s).

Manual load restoration will not normally be initiated untit the California ACC Hot Line is
attended. No load is to be manually restored unless directed by the 1SO, either directly or
through its assignee, provided that the procedure for the 1SO’s designation of any
assignee is agreed to by the SUDC, after the frequency has recovered and there is
indication that the frequency can be maintained. The SUDC will await direction from the
ISC or its assignee, who will be in contact with the ISO Shift Manager. The ISO Shift
Manager will determine whether adequate generation resources are available on line to
support the load {o be restored.

if the 1SO cannot meet the WECC and NERC Control Area Disturbance Control Standard
or the Control Performance Standard post disturbance, no manual load restoration will be
permitted. If the frequency is such that automatic load restoration occurs under these
conditions, if the SUDC has restored load automatically, it will manuaily shed an
equivalent amount of load to offset the load which was automatically restored.

issued by: Charles F. Robinson, Vice President and General Counsel
Issued on: May 25, 2005 Effective: May 26, 2005
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SCHEDULE 6

INTERCONNECTION OPERATION STANDARDS

The ISO and SUDC shall jointly maintain stable operating parameters and control power and
reactive flow in accordance with the capabilities of the SUDC, the ISO Tariff and the following
interconnection operation standards.

SUDC Responsibilities

1. The SUDC shall operate its SUDC Fagilities at each point of interconnection with the 1SO
Controlled Grid in such manner as to avoid any material adverse impact on the reliability
of the ISO Cantrolled Grid. In accordance with this performance goal, the SUDC shall: i)
operate its SUDC Facilities at each point of interconnection with the 1SQ Controlled Grid
in accordance with Good Utility Practice with respect to normal ratings, emergency
ratings, voltage limits, and balance of load between electrical phases; and i) maintain
load power factor at each point of interconnection with the 1ISO Controlled Grid as close
as reasonably possible to unity power factor and consistent with Good Ulility Practice.

IS0 Responsibilities

1. The ISO shall operate the SO Controlled Grid at each point of interconnection with the
SUDC in accordance with the ISO Tariff and in such manner as to avoid any material
adverse impact on the SUDC Facilities. In accordance with this performance goal, the
IS0 shalk:

2. At the request of the SUDC, participate with the SUDC and Participating TO in the
development of joint power quality performance standards and jointly maintain
compliance with such standards.

3. Ohserve SUDC grid voltage limits specified in Attachment 1 including requirements for
reduced voltage on 1SO Controlled Grid facilities which apply during heavy fog {or other
unusuat operating conditions) as needed to minimize the risk of insulator flashover.

4, At the request of the SUDC, support SUDC investigation of power quality incidents, and
provide related data to the SUDC in a timely manner.

5. Support installation of apparatus on the 1SO Controlled Grid to improve power quality, and
take all reasonable measures to investigate and mitigate power quality concerns caused
by actions or events in neighboring systems or Control Areas.

6. Maintain, or cause o be maintained, load power factor at each SUDC Interconnection as
close as reasonably possible to unity power factor and consistent with Good Utility
Practice, pursuant to Section 2.5.3.4 of the SO Tariff.

The Parties may adopt additional operations standards for the interconnection provided such
standards are in writing and are mutually agreed to.

Issued by: Charles F. Robinson, Vice President and General Counsel
Issued on: May 25, 2005 Effective: May 26, 2005



CALIFORNIA INDEPENDENT SYSTEM OPERATOR CORPORATION
FERC ELECTRIC TARIFF
FIRST REPLACEMENT VOLUME NO. |i Original Sheet No. 1107

SCHEDULE 6
ATTACHMENT 1

[To be determined.]

Issued by: Charles F. Robinson, Vice President and General Counsel
Issued on: May 25, 2005 Effective: May 26, 2005
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SCHEDULE 7
RECORDS, INFORMATION, REPORTS
The SUDC shall provide available information to the 1SO relating to SUDC system operations

reasonably related to system reliability of the 1SC Controiled Grid. The Parties shall jointly

develop any necessary forms and procedures for collection, siudy and transmittat of system data,
information, reports and forecasts.

Issued by: Charles F. Robinson, Vice President and General Counsel
issued on: May 25, 2005 Effective: May 26, 2005
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SCHEDULE 8

RIGHTS OF ACCESS TCO FACILITIES

1. Equipment Instaliation. In order to give effect to this Operating Agreement, a Party that
requires the use of particular equipment (the equipment owner} may require installation of
such equipment on property owned by the other Party (the property owner). provided that
the equipment is necessary to meet the equipment owner’s service obligations and that
the equipment shall not have a negative impact on the reliability of the service provided,
not prevent the property owner from performing its own obligations or exercising its rights
under this Operating Agreement.

2. Free Access. The property owner shall grant to the equipment owner free of charge
reasonable installation rights and rights of access to accommodate equipment inspection,
maintenance, repair, upgrading, or removal for the purposes of this Operating Agreement,
subject to the property owner's reasonable safety, operational, and future expansion
needs.

3. Notice. The equipment owner shall provide reasonable notice to the property owner
when requesting access for site assessment, equipment installation, or other relevant
purposes. Such access shall not be provided unless the parties mutually agree to the
date, time, and purpose of each access. Agreement on the terms of the access shall not
be unreasonably withheid or delayed.

4. Removal of Installed Equipment. Following reasonable notice, the equipment owner
shall be required, at its own expense, to remove or relocate equipment, at the request of
the property owner, provided that the equipment owner shall not be required to do so if it
would have a negative impact on the reliability of the service provided, or be prevented
from performing its own obligations or exercising its rights under this Operating
Agreement.

5. Costs. The equipment owner shall repair at its own expense any property damage it
causes in exercising its rights and shall reimburse the property owner for any other
reasonable costs that it may be required to incur to accommodate the equipment owner's
exercise of its rights under Section 1 or Section 4.

6. Rights to Assets. The Parties shall not interfere with each other's assets, without prior
written agreement,

7. inspection of Facilities. In order to meet their respective obligations under this
QOperating Agreement, the 1SO may view or inspect SUDC Facilities and the SUDC may
view or inspect ISO Grid facilities. Provided that reasonable notice is given, a Party shall
not unreasonably deny access to such facilities for viewing or inspection by the requesting
Party.

8. Access During Emergencies. Either Party shall have rights of access, without prior
notice, to the other Party’s equipment as necessary during times of a System Emergency.

issued by: Charles F. Robinson, Vice President and General Counsel
tssued on: May 25, 2005 Effective: May 26, 2005
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SCHEDULE 9

SUDC OPERATING PROCEDURES

[To be determined.]

Issued by: Charles F. Robinson, Vice President and General Counsel
Issued on: May 25, 2005 Effective: May 26, 2005



ATTACHMENT B



31. RELATIONSHIP BETWEEN iSO AND SUDCS.

31.1__ General Nature of Relationship Between ISO and SUDCs.

31.1.1 The ISQ shalil not be obliged to accent Schedules, Adjusiment Bids or bids for Ancillary Services

which would require Energy to be fransmitted {o or from the Distribution System of g SUDG directly

connected to the 1ISO Controlled Grid unless the relevant SUDC has entered info a SUDC Operating

Agreement. The SUDC Operating Agreement shall require SUDCs to comply with the applicable

provisions of this Section 31_and any other expressly applicable Sections of this [SO Tariff and the ISO

Protocols, as they may be amended from time to time. The IS0 shall maintain a pro forma SUDC

Operating Agreement available for SUDCs to enter intp with the |SQO.

31.1.2 The ISO shall operate the SO Conirol Area and the ISO Conirolled Grid and each SUDC shall

operate its Distribution System at all times in accordance with Good Ulility Practice and in a manner

which ensures safe and reliable operation. The I1SO shall, in respect of its obligations set forth in this

Section 31, have the right by mutual agreement to delegate certain operational responsihilities to the

relevant Participating TO or SUDC pursuant to this Section 31. All information made available to SUDCs

by the 18O shall also be made available to Scheduling Coordinators. Any information, pertaining to the

physical state, operation, maintenance or faiture of the SUDC Distribution System that may cause a

material adverse affect to the operation of the ISO Controlled Grid, that is made available to the [SO by

the SUDC shall also be made available to Scheduling Coordinators upon receipt of reasonable notice.

31.2 _ Coordinating Maintenance Outages of SUDC Facilities.

Each SUDC and the Participating TO with which if is interconnected shall coordinate their Qutage

reguirements with respect to their transmission inferconnection facilities prior 0 the submission by that

Participating TO of its maintenance Qutage requirements under Section 2.3.3.

31.3  SUDC Responsibilities.

Recognizing the 1SO’s duty to ensure efficient use and reliable operation of the 1SO Control Area and the

ISO Controlled Grid consistent with the Applicable Reliability Criteria, each SUDC shall;




31.3.1  operate and maintain its Distribution System in accordance with applicable reliability standards,

statutes and requlations, and Good Uiility Practice so as to avoid any material adverse impact on the

reliability of the ISO Control Area and the 1ISO Controlled Grid;

31.3.2 provide the 1SO Outage Coordination Office each year with a schedule of upcoming maintenance

on its transmission interconnection facilities with the 1ISO Controlled Grid that has a reasonable potential

of causing a material adverse impact to the reliability of the 1ISO Controlled Grid.

31.4 _ System Emergencies.

31.4.1 In the event of a System Emergency, SUDCs shall comply with all directions from the ISO

concerning the management and alleviation of the System Emergency and shall comply with all

procedures concerning SUDCs for System Emergencies set out in the indivigual SUDC QOperating

Agreements.

31.4.2 During a System Emergency, the 1SO and SUDCs shall communicate in accordance with

procedures established in individual SUDC operating agreements,

31.5  Load Reduction.

31.5.1 If the ISO declares a Stage 1 System Emergency, the SUDC shall use any reasonably available

local communication infrasfructure to request that ifs customers curtail their elecfricity usage. The SUDC

shall not be called separately in Stage 3 System Emergencies to manually shed Load. Load restoration

of any voluntary Load reduction will occur once the IS0 declares that a System Emergency no longer

exists.

31.5.2 if the Participating TO sheds the SUDC Load associated with the Participating TQO's transmission

facilities, the Participating TQ will provide timely information and work with the SUDC reqarding SUDC

Load restoration.

31.6  System Emergency Reports: SUDC Obligations,

31.6.1 Each SUDC shall maintain all appropriate records pertaining to a System Emergency in

accordance with the SUDC’s then-existing record retention practice or policy, provided the records are

kept for a minimum of six (6) vears,

31.6.2 In accordance with its SUDC Operating Agreement, each SUDC shall provide avaifable

information to the 1S0 regarding the ISO’s preparation of an Qutage review.




31.7 Coordination of Expansion or Modifications to SUDC Facilities.

Each SUDC and the Participating TO with which it is interconnected shall coordinate in the planning and

implementation of any expansion or modifications of a SUDC's or Participating TO’s system that will

materially affect the reliability of their transmission interconnection facilities, the ISO Controlled Grid or the

transmission services to be required by the SUDC. The Participating TO shall be responsible for

coordinating with the ISC.

31.8  Information Sharing.

31.8.1 System Planning Studies.

The 1SO, Participating TOs and SLUDCs shall share available information such as projected SUDC Load

growth and SUDC systern expansions necessary for the |SO or the Participating TOs to conduct

necessary system planning studies to the extent that such SUDC Load growth or SUDC system

expansions will materially impact the operation of the 1SO Control Area and the 1SO Controlled Grid.

31.8.2_ System Surveys and Inspections.

The IS0, each UDC and each SUDC shatll cooperate, to the extent economically feasible for the SUDC,

in performing system surveys and inspections regarding the operation of the 13S0 Control Area and the

ISC Controlled Grid.

31.8.3 Reporis.

31.8.3.1 The 1SO shall make available to the SUDCs any public annual reviews or reports

regarding performance standards, measuremenis and incentives relating to the 1ISO Control Area and the

ISO Controlled Grid and shall also make available, upon reasonable notice, any such reports that the ISO

receives from the Participating TOs. Each SUDC shall make available to the ISO upon request any

public annual reviews or reports regarding performance standards, measurements and incentives relating

to the SUDC's Distribution System to the extent these relate to the operation of the 1ISO Control Area and

the ISQ Controlled Grid,

31.8.3.2 The ISO and SUDCs shall develop an operating procedure for the 1SO to record recuests

received from the SUDC for Maintenance Qutages and the completion of the requested maintenance and

turnaround times.




31.9___ Installation of Equipment on and Rights of Access to SUDC Facilities.

31.9.1 Installation of Facilities.

The IS0 and the SUDC shall each have the right on reasonable notice to install or to have installed

equipment {including metering equipment) or other facilities on the property of the other, to the extent that

such installation is necessary for the installing party to meet its service obligations unless to do so would

have a negative impact on the reliability of the service provided by the party owning the property. The

ISO and the SUDC shall enter into agreements governing the installation of such equipment or other

facilities containing customary, reasonable terms and conditions,

31.9.2 Access to Facilities.

The SUDCs shall grant, free of charge, the iSO reasonable access to SUDC facilities for purposes of

inspection, repair, maintenance, or upgrading of facilities installed by the 1ISO gn the SUDC's system,

provided that the ISO must provide reasonable advance notige of its intent to access SUDC facilities and

opportunity for SUDC staff to be present. Such gccess shall not be provided uniess the parties mutually

agree to the date, time and purpose of each access. Agreement on the terms of the access shall not be

unreasonably withheld.

31.9.3 Access During Emergencies.

Notwithstanding any provision in this Section 31 the 1SO may have access, without giving prior notice, to

any SUDC’s equipment or other facilities during times of a System Emergency.

31.9.4 Access For Audit Functions.

Notwithstanding any provision in this Section 31 the 1SO may have access, without giving prior notice. to

any SUDC's equipment or ofher facilities where the ISO has a reasonable basis {0 believe the SUDC has

failed to comply with the SUDC Operating Aareement, anplicable {SO Tariff or iSO Protocol provisions

and access is required to conduct an audit to gather relevant facts.




18O TARIFF APPENDIX A

Master Definitions Supplement

* K

SUDC (Smali Utility An entity that owns a Distribution System that is capable of
Distribution Company)

transmitting or delivery of Energy to and/or from the 1SO

Controlled Grid that provides retail electric service to Fnd-Use

Customers, and has the following characteristics:
1. Annual peak Demand is 25 MW or less;

2. _The Distribution System is not in a local reliability area

defined by the 1SO; and

3. Good Utility Practice was used in designing all

substation facilities that are owned or operated by the

entity and interconnected to the 1SO Controlled Grid,

and none of those substations have transmission circuit

breakers.

* ¥ &
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Small Utility Distribution Company Operating Agreement




CALIFORNIA INDEPENDENT SYSTEM
OPERATOR

AND

[SMALL UTILITY DISTRIBUTION COMPANY]

SMALL UTILITY DISTRIBUTION
COMPANY OPERATING AGREEMENT




SMALL UTILITY DISTRIBUTION COMPANY

OPERATING AGREEMENT
THIS OPERATING AGREEMENT Is dated this day of , and is entered into, by and
between:
(1) [Full legal name of SUDC], having its reqistered and principal place of business located at

[Address] {the “SUDC");

Y]
ju
o

|

4] California Independent System Operator Corporation, a2 California non-profit public benefit
corporation having its principal place of business located in such place in the State of California
as the 180 Governing Board may from time fo time designate, initially 151 Blue Ravine Road,
Folsom, California 95630 {the “ISQ").

The SUDC and the ISO are hereinafter referred to individually as "Party” and collectively as “Parties”.

Whereas:

Al The purpose of this Operating Aareement is to establish the rights and obligations of the SUDC
and the 1SO with respect to the SUDC's Facilities interconnected with the 1SO Controlled Grid
and the SUDC's cooperation and coordination with the 1SO regarding reliability and the
operationat contro! of the 1SO Controlied Grid and the SUDC's Distribution System.

B. The SUDC owns and operates a small Distribution System within the 1SO Control Area subject to
the authority of a L.ocal Regulatory Authority.

C. The SUDC wishes to receive and transmit Enerqy and/or Ancillary Services to and/or from the
iSO Conirolied Grid under the terms and conditions set forth in the SO Tariff.

D. The ISQ has certain statutory obligations under California law to maintain the reliability of the 1SQ
Controlled Grid.

E. The Parties recognize that while a single SUDC has little or no ability to materially, adversely
affect reliability of the 1SO Controlled Grid or the ISO Conirol Area, the SUDC agrees 1o support
and be part of the coordinated response to System Emergencies and to refiability concerns
relating to the 1SO Controt Area as set forth in this Operating Agreement.

F. This Operating Agreement obligates the SUDC o comply with the sections of the ISO Tariff, the
ISC Operating Procedures and the ISO Specifications specified in this Operating Agreement.

NOW THEREFORE  in consideration of the mutual covenants set forth herein, THE PARTIES AGREE as
follows:

ARTICLE |
DEFINITIONS AND INTERPRETATION

1.1 Master Definitions Supplement. Unless defined in Section 1.2 of this Operating Agreement. all

defined terms and expressions used in this Operating Agreement shall have the same meaning
as those contained in the Master Definilions Supplement to the 150 Tarif.




1.2

Special Definitions for this Operating Agreement. In this Operating Agreement, the following

1.3

words and expressions shall have the meanings set opposite them:

180 Specifications” means those standards pertaining 1o the areas of operation listed in Article
1V of this Operating Agreement and listed in Schedule 6, approved by the iSO fo establish
detailed technical pedormance and reliability parameters at the 15O Controlled Grid and SUDC
Interconnection, associated with the 1ISO Tariff, as those standards may be amended from time to
fime.

“1S0O COperating Procedures” means those procedures pertaining to the areas of operation listed
in Article IV of this Operating Agreement and listed in Schedule 9, created by the 1SO to establish
detailed operating procedures at the 1SO Controlled Grid and SUDC Interconnection, associated
with general provisions required in the ISO Tariff, as those standards may be amended from time
o time.

“SUDC Facilities” shall have the meaning accorded 1o such term as provided in Section 3.2 of
this Operating Agreement.

Rules of Interpretation. The following rules of interpretation and conventions shall apply to this

Operating Adreement:

{a) if there is any inconsistency between this Operating Agreement and the 1SO Tariff, the
ISO Tariff will prevail to the extent of the inconsistency;

{b) the singular shall include the plural and vice versa;

{c) the masculine shall include the feminine and neutral and vice versa;

{d) “includes” or “including” shall mean “including without limitation™;

(e) references to a Section, Article or Schedule shall mean a Section, Article or a Schedule

of this Operating Agreement, as the case may be, unless the context otherwise requires;

{f a reference in this Operating Agreement {0 a given agreement_instrument or the ISQ
Tariff shall be a reference to that agreement, instrument or the 1SO Tariff as modified,
amended, suppiemenied or restated through the date as of which such reference is
made;

(g} unless the context otherwise requires, references to any law shall be deemed references
to such law as it may be amended, replaced or restated from fime fo time;

{h) unless the context otherwise requires, any reference to a “person” includes any
individual, partnership, firm, company, corporation, joint venture, trust, association,
organization or other entity, in each case whether or not having separate legal

personality;

{ unless the context otherwise requires, any reference to a Party includes a reference to its
permitted successors and assigns;

{i) any reference to a day, week, month or vear is to a calendar day, week, month or year:
and the captions and headings in this Operating Agreement are inserted solely to
facilitate reference and shall have no bearing upon the interpretation of any of the terms
and conditions of this Operating Agreement.




2.1

ARTICLE Il
TERM AND TERMINATION

Effective Date. This Operating Agreement shall be effective as of the date it is accepted for filing

2.2

and made effective by the FERC and shail remain in full force and effect until the earlier of the
termination date, the termination of the Transmission Control Agreement or such other date as
the Parties shall mutually agree. With respect to any such termination, the 1ISO must file a timely
notice of termination with FERC, and this Operating Agreement shall terminate on the date FERC
permits such a notice of termination to be effective.

Termination Date.

221

Termination by Default. Either Party (the terminating Party) may terminate this Operating

2.2.2

Agreement by giving written notice in the event that the other Party (the defaulting Party) commits
any default under this Operating Agreement and/or the SO Tariff which, if capable of being
remedied, is not remedied within 30 days after the terminating Parfy has given the defaulting
Party written notice of the default, unless excused by reason of Uncontrollable Forces under
Article X of this Operating Agreement.

Failure To Meet SUDC Definition. Failure of a SUDC to satisfy the ISO Tariff definition of a

223

SUDC shall be grounds for the ISO to terminate this Operating Agreement. In the event the ISQ
helieves the SUDC no longer satisfies the 1ISO Tariff definition of a SUDC, the ISO shall provide
written notification of the same to the SUDC and the SUDC shall have 60 days to respond.
Following the 60-day response period and regardless of the position of the SUDC, if the 1SO
believes the SUDC no longer satisfies the 1ISO Tariff definition of a SUDC regardless of the
response, the ISC may file a notice of termination with FERC in accordance with Section 2.2.3.

Filing. With respect to any notice of termination given pursuant to this Section 2.2, the |ISO must

3.1

file a timely notice of termination with FERC. The filing of the notice of termination by the SO will
be considered timely if: {1) the request by either Party to file a notice of termination is made after
the preconditions for termination have been met, and (2} the SO files the notice of termination
within 30 days of receipt of such request. This Operating Agreement shall terminate on the date
FERC permits such a notice of termination to be effective.

ARTICLE Ili
GENERAL TERMS AND CONDITIONS

SUDC Responsibilities. The SUDC will be responsible to operate and maintain its SUDC

3.2

Facilities in accordance with applicable reliability standards, staiuies, and requlations and Good
Utility Practice so as to avoid any material adverse impact on the reliability of the 1SO Control
Area and the 1SO Controlled Grid,

Interconnection and SUDC Facilities. Schedule 1 sets forth the SUDC's Generating Units, if

any, and these facilities that comprise the interconnection of the SUDC Distribution System and
the 1SO Conirolled Grid. These facilities will be considered the "SUDC Facilities” and, except as
otherwise expressly provided. the provisions of this Operating Agreement shall apply only to such
SUDC Facilities.




3.3

Non-SUDC Facilities. To assist the ISO in cataloging non-SUDC facilities located in the [SO

3.4

Control Area and for information purposes only, Schedule 2 sets forth any non-SUDC Generating
Units or other facilities that are interconnected to the SUDC Distribution System. Such non-
SUDC facilities are not owned or operated by the SUDC.

Agreement Subject to ISO Tariff. Notwithstanding anvything to the contrary herein, the Parties

3.5

aaree that they will comply with Section 31_of the 130 Tariff. and any other applicable provisions
of the IS0 Tariff specifically referenced in this Operating Agreement. This Operating Agreement
shall be subiect to such provisions of the ISO Tariff, which shall be deemed to be incorporated to
the extent referenced herein, as the same may be changed or superseded from time to time
pursuant to Sections 16.1 and 20.1.3 of the ISO Tariff. Nothing in this Cperating Agreement shall
affect in any way the authority of the SO to unilaterally make application to FERC for a change in
the 1SO Tariff under Section 205 of the Federal Power Act. nor shall anything in this Operating
Agreement affect the right of either Party to file a complaint under Section 206 of the Federal
Power Act regarding the 1SO Tariff.

Operation of 1SO Controlled Grid. The ISO shall operate the ISO Control Area and the 1S5S0

3.6

Controlled Grid in accordance with the ISO Tariff and the Transmission Conirol Agreement o
which it is a party.

IS0 Specifications and 1ISO Operating Procedures.

3.61

Compliance with ISO Specifications and 1SO Operating Procedures. The SUDC will abide

3.6.2

by and will perform all of the obligations under the 1SO Specifications identified in Schedule 6 and
SO Operating Procedures identified in Schedule 9 in respect of all matters set forth therein as
the same may be changed or superseded from time to time pursuant to the procedures set forth
in Sections 16.1 and 20.1.3 of the IS0 Tariff. In the event of any conflict or dispute over
interpretation, those sections of the 1SO Tariff identified herein shall, at all fimes, take precedence
over such 1SO Specifications and 1SO Operating Procedures. The 1SO shall not implement any
reliability requirements, operating requirements or performance standards that would impose
increased costs on the SUDC without giving due consideration to whether the benefits of such
requirements or standards are sufficient to justify such increased costs. In any proceeding
concerning the cost recovery by the SUDC of capital and operation and maintenance cosis
incurred to comply with 1SO Specifications and ISO Operating Procedures, the 1SO shall to the
extent practicable, at the request of the SUDC, provide specific information in a form that may be
readilv understood by the general public regarding the nature of, and need for, the 1ISO-imposed
requiremnents or standards to enable the SUDC to use this information in public hearings in
support of cost recovery through rates and tariffs,

Review of 1ISO Specifications and {SO Operating Procedures. The {SO shall periodically

3.6.3

review with the SUDC the 1SO Specifications identified in Schedule 6 and 1SO Operating
Procedures identified in Schedule 9 and shall modify such 1ISO 3pecifications and/or 1ISO
Operating Procedure as provided in Section 3.6.1. If a new 1SO Specification or 1SO Operating
Procedure applicable to the SUDC is adopted pursuant to Section 3.6.1, the ISO shall provide a
revised version of Schedule 6 or Schedule 9 o the SUDC. Any changes to Schedule 6 or
Schedule 9 will not constitute an amendment to this Operating Agreement.

Periods When Compliance is Required. While awaiting dispute resolution or requlatory review,

the SUDC shall not be required to comply with changes to the {SO Specifications and I1SO
Operating Procedures, except where compliance is necessary in order to prevent or remedy an
imminent System Emergency.




3.7

Utitization of Certified Scheduling Coordinator. The SUDC shall utilize an 1SO-certified

3.8

Scheduling Coordinater to schedule Energy and Ancillary Services to or from the I1ISO Controlled
Grid, At the time when the SUDC retains such Scheduling Coordinator, the SUDC shall confirm
that the Scheduling Coordinator has entered into a Scheduling Coordinator Agreement with the
ISO that is currently in effect.

3.9

Single Point of Contact. The ISO and the SUDC shall each provide a single point of contact for
the exchange of operational procedures and information. Details of requirements relating io and
the identity of the initial points of contact are set forth in Schedule 3.

SUDC Compliance. In the event the ISO believes that the SUDC has failed to comply with any

4.1

provision of the iSO Tariff created after the effective date applicable to the SUDC in accordance
with this Operating Agreement, the 1SO shall notify the SUDC of such alleged failure and, if
requested, shall meet with the SUDC regarding such alleged failure to comply. If the Parties
cannot reach agreement on the alleged failure to comply, then the ISO may, if applicable, invoke
Section 2.2.1 of this Operating Agreement.

ARTICLE WV
OPERATIONAL COORDINATION

Maintenance Coordinationt. The SUDC shall coordinate its SUDC Facilities Qutage

4.2

reguirements with the Participating TO with which it is interconnected. The SUDC will provide the
ISO with copy of any writien information regarding Qutages of the SUDC Facilities that could
cause a material adverse impact on the reliability of the SO Controlled Grid. To the extent the
SUDC schedules maintenance of SUDC Fagcilities that has a reasonable potential to cause a
material adverse impact to reliability of the 1SO Controlled Grid, the SUDC shall notify the 1SO of
such maintenance when it becomes known, and that information will be updated quarterly or as
changes occur to the proposed schedule. Consistent with the SUDC's normal record generation
and retention practices, the SUDC wil record the details for all such work and shall provide
available records when it is known, quartery, or upon written request by the 180.

System Emergencies. The responsibilities of the Parties in relation to System Emergencies ara

4.3

stated in Sections 31.4, 31.5 and the Dispaich Protocol of the {SO Tariff, the ISO Operating
Procedures identified in Scheduie 8, and in Schedule 4,

System Emergency Response. The SUDC will participate in Load Shedding by reducing Load

4.4

on a voluntary basis when the 1SO declares a Stage 1 System Emergency. The SUDC will use
any available local communication infrastructure to request that its customers curtait their
electricity usage. The SUDC will not be called separately in Stage 3 System Emergencies to
manually shed Load. Load restoration of any voluntary Load reduction may not commence until
such time as the SO declares that a Sysitem Emergency no longer exists. The responsibilities of
the Parties to direct and fo accept direction for Load reduction or other emergency plans are
stated in Sections 31.4 and 31.5 of the 1S0O Tariff, and the 1SO Operating Procedures identified in
Schedule 9 and 1SO Specifications identified in Schedule 6.

System Disturbance Load Restoration. The responsibiliies of the Parties for restoring Load

following a system disturbance are stated in Section 31.5.2 of the ISO Tariff, the 1SO Operating
Procedures identified in Schedule 9 and ISO Specifications identified in Schedule 6, and in
Schedule 5.




4.5

Interconnection Operation Standards. The 1SO and SUDC shall maintain stable established

4.6

operating parameters and control power and reactive flow within standards stated in Schedule 6.

Records, Information and Reports. The Pariies are required {o maintain such records, to share

4.7

information, and to make such reports as are stated in Section 31.1.2_31.6 and 31.8 of the ISO
Tariff, and the ISO Operating Procedures identified in Schedule 9 and the ISO Specifications
identified in Schedule 6. In accordance with Schedule 7 _the SUDC will cocperate with the 1ISO
regarding its collection, study and fransmittal of system data, information, reports. and forecasts,
provided that the SUDC need only provide available informatign to the iISO. Upon the request of
the 1SO. the SUDC will cooperate with the ISO regarding any IS0 review following a maijor
Qutage and provide any requested information that is available.

SUDC Distribution System. The ISO shall {in accordance with Section 11.2 of this Operating

5.1

Agreement) notify the SUDC as soon as is reasonably practicable of any condition which the 1SO
becomes aware that may compromise the operation and reliability of the SUDC Distribution

System.

ARTICLE V
ACCESS TO FACILITIES

Access Rights. Pursuant to Section 31.9.1 of the ISO Tariff and Schedule 8 of this Operating

5.2

Agreement, the ISO and the SUDC shall each have the right to install or to have instalied
equipment or other facilities, including metering equipment, on the electric utility property of the
other necessary for the implementation of this Operating Agreement. The I1SQ’s installation of
equipment on the property of the SUDC shall comply with Local Requlatory Authority requlations,
except where compliance with Local Requlatory Authority requlations would cause the ISO to
violate the ISO Tariff, and with all relevant safety standards. In such case, the SUDC and ISO
will work together to resolve the conflict befween the Local Regulatory Authority requiations and
the ISO Tariff.

Meter Testing. The SUDC shall, at the request of the IS0 and upon reasonable notice, provide

5.3

access to its facilities necessary to permit the 1SO or an ISC-approved meter inspector to perform
such testing as necessary in accordance with Section 31.9.2 or 31.9.4 of the 1SO Tariff and the
procedures set forth in Schedule 8. For meters that are not owned by the SUDC, the SO will
obtain approval from the meter owner in advance of accessing SUDC's Facilities. Such approval
shall be provided to the SUDC upon request.

Emergency Access Rights. The ISO shall have a right to access the SUDC's equipment or

6.1

other facilities during & System Emergency in accordance with Section 31.9.3 of the I1SO Tariff. In
a System Emergency, the SUDC shall have a right of access to 1SO equipment on SUDC
property and SUDC equipment on 1SOQ property without notice,

ARTICLE VI
COSTS

SUDC Operating and Maintenance Costs. The SUDC shall be responsible for all costs

incurred in connection with procuring, installing, operating and maintaining its facilities identified
in Schedule 1 for the purpose of meeting its obligations under this Operating Agreement.




6.2 ISO Operating and Maintenance Costs. The I1SO shall be responsibie for the procurement,

installation, operation and maintenance costs of ISO equipment set out in Article V of this
Operating Agreement installed on SUDC property,

ARTICLE VII
DISPUTE RESOLUTION

7.1 Alternative Dispute Resolution. The Parties shall make reasonable efforts to settle all disputes
arising out of or in connection with this Operating Agreement. In the event any dispute is not

settted. the Parties shall adhere to the 1ISO ADR Procedures set forth in Section 13 of the ISO
Tariff, which is incorporated by reference, except that all reference in Section 13 of the ISO Tariff
to Market Participants shall be read as a reference to the SUDC and references to the 1SO Tariff
shall be read as references to this Operating Agreement.

ARTICLE Vil
REPRESENTATIONS AND WARRANTIES

8.1 Representations and Warranties. Each Parly represents and warrants that its execution,
delivery and performance of this Operating Agreement has been duly authorized by all necessary
corporate and/or governmental actions, to the extent authorized by law.

8.2 Necessary Approvals. Each Parly represents that all necessary approvals permits, licenses,
easements, right of way or access to install. own and operate its facilities subject to this

Operating Agreement have been obtained prior to the effective date of this Operating Agreement.

ARTICLE 1X
LIABILITY

9.1 Extent of Liability. The provisions of Section 14 of the 1SQO Tariff will apply to liability arising
under this Operating Agreement, excepl that all references in Section 14 of the I1SC Tariff to
Market Participants shall be read as references to the SUDC and references to the I1SO Tariff
shall be read as references to this Operating Agreement,

ARTICLE X
UNCONTROLLABLE FORCES

10.1 Uncontrollable Forces Tariff Provisions. Section 15 of the ISO Tariff shall be incorporated by
reference into this Qperating Agreement. except that all references in Section 15 of the ISO Tariff
to Market Participants shall be read as a reference to the SUDC and references to the 1ISO Tariff

shall be read as references io this Operating Agreement,

ARTICLE XI
MISCELLANEQUS

11.1 __ Assignments. Either Party may assign its obligations under this Operating Agreement, with the
other Party's prior written consent, in accordance with Section 17 of the SO Tariff, which is
incorporated by reference into this Operating Agreement. Such consent shall not be
unreasonably withheld.




1.2

Notices. Any notice, dernand or reguest which may be given to or made upon either Party

11.3

regarding this Operating Agreement shall be made in accordance with Section 20.1 of the ISO
Tariff, which is incorporated by reference, except that all reference in Section 20.1 to Market
Participants shall be read as a reference to the SUDC. A Party must update the information in
Schedule 3 of this Operating Agreement as that information changes in accordance with Section
20.1 of the 1SO Tariff. Such changes will not constitute an amendment to this Operating

Agreement,

Waivers. Any waiver at any time by either Party of its rights with respect fo any default under this

114

Operating Agreement, or with respect te any other matter arising in connection with this
Operating Agreement, shall not constitute or be deemed a waiver with respect to any subsequent
defaulf or matter arising in connection with this Operating Agreement, Any delay short of the
statutory period of imitations, in asserting or enforcing any right under this Operating Agreement,
shall not constitute or be deemed a waiver of such right,

Governing Law and Forum. This Operating Agreement shall be deemed to be a contract made

1.5

under and for all purposes shall be governed by and construed in accordance with the laws of the
State of California except in its conflict of laws provisions. The Parlies irrevocably consent that
any legal action or proceeding arising under or in relation {o this Operating Agreement to which
the ISO ADR Procedures do not apply. shall be brought in any of the following forums, as
appronriate: any court of the State of California, any federal court of the United States of America
located in the State of Californig or, where subject to its jurisdiction, before the Federal Energy

Regulatory Commission,

Consistency with Federal Laws and Requlations.

11.6

{a} Nothing in this Operating Agreement shall compel any person or federal entity to: (1)

violate federal statutes or regulations; or {(2) in the case of a federal agency, o exceed its

statutory authority, as defined by any applicable federal statutes, regulations, or orders
tawfully promulgated thereunder. i any provision of this Operaiing Agreement is

inconsistent with any obligation imposed on any person or federal entity by federal law or
requlation to that extent_ it shall be inappticable to that person or federal entity. No
person or federal entity shall incur any liability by failing to_comply with this Operating
Aagreement that is inapplicable o it by reason of being inconsistent with any federal

statutes, requlations, or orders lawfully promulgated thereunder; provided, however, that
such person or federal entity shall use its best efforts to comply with the ISO Tariff to the

extent that applicable federal laws, requiations, and orders lawfully promulgated
thereunder permit it to do so.

(b} if any provision of this Operating Agreement requiring any person or federal entity fo give
an indempnity or impose a sanction on any person is unenforceable against a federal
entity, the ISO shall submit to the Secretary of Energy or other appropriate Departmental
Secretary a report of any circumstances that would, bui for this provision, have rendered
a federal entity liable o indemnify any person or incur a sanction and may reguest the
Secretary of Energy or other appropriate Departmental Secretary 1o take such steps as
are necessary fo give effect to any provisions of this Operating Agreement that are not

enforceable against the federal entity.

Integration. This Operating Agreement constitutes the full agreement of the Parties with respect

to the subject matter hereto and supercedes all prior agreements, whether written or oral. with
respect to such subject matter.




1.7

Severability. if any term, covenant, or condition of this Operating Adreement or the application

11.8

or effect of any such term, covenant, or condition is held invalid as to any person, entity, or
circumstance, or is determined to be unjust,_unreasonable, unlawiul, imprudent. or otherwise not
in the public interest by any court or government agency of competent jurisdiction, then such
term, covenant, or condition shall remain in force and effect to the maximum extent permitted by
law, and all other terms, covenants, and conditions of this Operating Agreement and their
application shall not be affected thereby, but shall remain in force and effect and the Parties shall
be relieved of their cbligations only to the extent necessary to eliminate such regulatory or other

determination unless a court or governmental agency of competent jurisdiction holds that such
provisions are not separable from all other provisions of this Operating Agreement.

Penalties. Any penalties to be levied under this Operating Agreement shall be established in
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accordance with the ISQ Tariff and approved by the FERC. Nothing in this Operating Agreement,

with the exception of the provisions relating to ADR_ shall be construed as waiving the rights of
the SUDC to oppose or protest any penalty proposed by the 1SO to the FERC or the specific
impaosition by the 1SO of any FERC-approved penalty on the SUDC.

Section Headings: Section headings provided in this Operating Agreement are for ease of

1110

reading and are not meant to interpret the text in each Section.

Amendments. This Operating Agreement and the Schedules atiached hereto may be amended

11.11

from time to time by the mutual agreement of the Parties in writing. Amendments that require
FERC approval shall not take effect until FERC has accepted such amendments for filing and
made them effective. if the amendment does not require FERC approval, the amendment will be
filed with FERC for information.

Counterparts. This Operating Agreement may be executed in one or more counterparis at

different times, each of which shall be regarded as an original and all of which, taken together,
shall constitute one and the same Operating Agreement,

IN WITNESS WHEREOF, the Parties hereto have caused this Operating Agreement to be duly executed

on behalf of each by and through their authorized representatives as of the date hereinabove written.

California Independent System Operator Corporation

By:

Name:

Title:

Date;

[Full name of SUDC]

By:

Name;

Titte:

Date;




SCHEDULE 1

SYSTEM INTERCONNECTION FACILITIES

fList to be provided in accordance with the SUDC Operating Agreement.]




SCHEDULE 2

Non-SUDC FACH ITIES

[List to be provided in accordance with the SUDC Operating Agreement.)




1SO:
Transmission Dispatcher
{Folsom);

SCHEDULE 3

OPERATIONAL CONTACTS

Transmission Dispatcher
{Alhambra);

Generator Dispaicher;
{Folsom-Primary)

Generator Dispatcher;
(Alhambra-Backup)

Real Time Scheduler:
{Folsom)

Real Time Scheduler:
{(Alhambra)

Pre Scheduler:

Shift Manager:

Confrol Room fax:

Qutage Coordination:

Fax:

Director of Grid Operations;

WECC Reliability Coordinator:

SUDC:

Name of Operations
Representative:

Title:

Address:

City/State/Zip Code:

Email address:

Phone:

Fax;

Name of Alternative

Representative:

Title;

Email address:

Phone:

Fax;




sSubpcC

Name of Primary
Representative:

CONTACTS FOR NOTICES

Title;

Address:

City/State/Zip Code;

Email Address:

Phone:

Fax No:

Name of Alternative
Representative:

Title:

Address:

City/State/Zip Code:

Frnail Address:

Phone;

Fax No:




ISO

Name of Primary
Represeniative:

Title;

Address:

City/State/Zin Code:

Email Address:

Phone:

Fax No:

Name of Aliernative
Representative:

Title:

Address:

City/State/Zip Code:

Fmail Address:

Phone:

Fax No:




SCHEDULE 4

SYSTEM EMERGENCIES

The 1SO will notify the SUIDC's operational contact, as identified in Schedule 2, of the emergency,
including information reqarding the cause, nature, extent, and potential duration of the emergency. The
SUDC contact will then take such actions as are appropriate for the emergency.

The SUDC will make requests for information from the 1SO regarding emergencies through the ISO
Operatigns Shift Manager, by the SUDC’s operational contact, or the SUDC may coordinate public
information with the ISC Communication Coordinator.

For transmission system caused outages the 1SO Operations Shift Manager will notify the SUDC contact
of any information related {o the outage such as cause, nature, extent, polential duration and customers
affected.

Available SUDC information and SO Grid Control Center logs, 1SO Electric Switching Orders and iSO
Fnergy Management System temporal database will be used in the [SO’s preparation of outage reviews.
These documents are defined as the chronological record of the operation of the activities which occur
with the portion of the electrical systemn assigned to that control center. The log shall contain all pertinent
information, including orders received and transmitted, relay operations, messages, clearances,
accidents, trouble reports, daily switching program, eic,

The SUDC will retain records in accordance with its record retention policy or practice, provided the
records associated with this Operating Agreement are retained for & minimum of six years.




SCHEDULE 5

SYSTEM DISTURBANCE L OAD RESTORATION

If the SUDC is required to shed load, the SUDC will follow the procedures set forth below in this Schedule

5 in promoting orderly, coordinated restoration of electric systems after a major system disturbance has

occurred which resulted in load shedding by freguency relays in California.

1.

Immediately after load shedding has occurred in the SUDC | the SUDC will remain in

contact with their respective Participating Transmission Owner (PTO) Area Control
Center (ACC) until normal frequency has been restored throughout the 1SO Control Area
or the ISO Shift Manager has concluded that such full-time communicafions can be
termingted. Emergency communications over the California ACC Hot-line will be under
the direction of the 1SO Shift Manager and the senior dispatcher present at the affected

PTO ACC(s).

Manual load restoration will not normally be initiated uniil the California ACC Hot Line is

attended. No load is to be manually restored unless directed by the ISO. either directly or
through its assignee provided that the procedure for the 1SO’s designation of any
assignee is agreed to by the SUDC, after the frequency has recovered and there is
indication that the frequency can be maintained. The SUDC will await direction from the
ISC or its assignee, who will be in contact with the I1ISO Shift Manager. The 1SO Shift
Manager will determine whether adequate generation resources are available on line to
support the load to be resiored.

If the 1ISO cannot meet the WECC and NERC Controt Area Disturbance Control Standard

or the Control Performance Standard post disturbance, no manual load restoration will be
permitted. If the frequency is such that automatic load restoration occurs under these
conditions, if the SUDC has restored load automatically, it will manually shed an
equivalent amount of load o offset the load which was automatically restored.




SCHEDULE 6

INTERCONNECTION OPERATION STANDARDS

The 1SC and SUDC shall iointly maintain stable operating parameters and control power and

reactive flow in accordance with the capabilities of the SUDC, the ISO Tariff and the following

interconnection operation standards.

SUDC Responsibilities

The SUBDC shall operate its SUDC Facilities at each point of interconnection with the 1SO

Controlled Grid in such manner as to avoid any material adverse impact on the reliability
of the ISO Controlled Grid. In accordance with_this performance goal, the SUDC shall: i)
operate its SUDC Facilities at each point of interconnection with the 1SO Controlled Grid
in accordance with Good Utility Practice with respect to normal ratings, emergency

ratings, voltage limits, and balance of load between electrical phases; and ii) maintain

load power factor at each point of interconnection with the ISO Controlied Grid as close
as reasonably possible to unity power factor and consistent with Good Utility Practice,

18O Responsibilities

The ISO shall operate the ISO Controlied Grid at each point of interconnection with the

SUDC in accordance with the 1ISO Tariff and in such manner as to avoid any material
adverse impact on the SUDC Facilities. In accordance with this performance goal, the
ISQO shall;

Af the request of the SUDC, participate with the SUDC and Participating TO in the

development of joint power guality performance standards and jointly maintain
compliance with such standards.

Observe SUDC grid voltage limits specified in Attachment 1 including requirements for

reduced voltage on 18O Controlled Grid facilities which apply during heavy foq (or other
unusual operating conditions) as needed to minimize the risk of insylator flashover.

At the request of the SUDC, support SUDC investigation of power quality incidents. and

provide related data to the SUDC in a timely manner.

Support installation of apparatus on the ISO Confrolled Grid to improve power quality,

and take all reasonable measures to investigate and mitigate power quality concerns
caused by actions or events in neighboring systems or Control Areas.

Maintain, or cause o be maintained, load power factor at each SUDC Interconnection as

close as reasonably possible to unity power factor and consistent with Good Utility
Practice, pursuant to Section 2.5.3.4 of the 1SO Tariff.

The Parties may adopt additional operations standards for the interconnection provided such standards

are in writing and are mutually agreed fo.




SCHEDULE 6
ATTACHMENT 1

SUDC GRID VOLTAGE LIMITS

[To be determined.]




SCHEDULE 7

RECORDS, INFORMATION, REPORTS

The SUDC shall provide gvailable information to the IS0 relating to SUDC system operations reasonably
related to system reliability of the SO Controlled Grid. The Parties shall icintly develop any necessary
forms and nrocedures for collection, study and fransmitial of system data, information. reports and
forecasts.




SCHEDULE 8

RIGHTS OF ACCESS TO FACILITIES

Equipment Instailation. in order to give effect to this Operating Agreement, a Party that

requires the use of particular equipment (the eguipment owner) may require installation of
such eguipment on property owned by the other Party (the property owner), provided that
the equipment is necessary to meet the equipment owner’s service obligations and that

the equipment shall not have a negative impact on the reliability of the service provided,
nor prevent the nroperty owner from performing its own obligations or exercising its rights

under this Operating Adreement.

Free Access. The property owner shall grant to the equipment owner free of charge

reascnabie installation rights and rights of access to accommodate equipment inspection,
maintenance, repair,_upgrading, or removal for the purposes of this Operating

Agreement, subject io the property owner’s reasonable safely, operational, and future
expansion needs,

Notice. The equipment owner shall provide reasonable notice to the property owner

when reguesting access for site assessment, equipment instaliation, or other relevant
purposes. Such access shall not be provided unless the parties mutually agree to the
date. time, and purpose of each access. Agreement on the terms of the access shall not
be unreasonably withheld or delaved.

Removal of Installed Equipment. Following reasonable notlice, the equipment owner

shall be reguired, at ifs own expense, 10 remove or relocate equipment, at the request of
the groperty owner, provided that the equipment owner shall not be required to do so if it
would have a negative impact on the reliability of the service provided, or be prevented
from performing its own obligations or exercising s rights under this Operating

Agreement,

Costs. The eguipment owner shall repair at its own expense any property damage it

causes in exercising is rights and shall reimburse the property owner for any other
reasonable costs that it may be reguired fo incur 1o accommodate the equipment owner’s
exercise of its rights under Section 1 or Section 4.

Rights to Assets. The Parties shall not interfere with each other's assets, without prior

written agreement,

inspection of Facilities. In order to meet their respective obligations under this

Operating Agreement, the 1ISO may view or inspect SUDC Facilities and the SUDC may
view or inspect ISO Grid facilities. Provided that reasonable notice is given, a Party shall

not unreasonably deny access to such facilities for viewing or inspection by the
requesting Party.

Access During Emergencies. Either Party shall have rights of access, without prior

notice. to the other Party's equipment as necessary during times of a Sysiem
Emergency.




SCHEDULE 9

SUDC OPERATING PROCEDURES

[To be determined.}




ATTACHMENT C



NOTICE OF FILING SUITABLE FOR PUBLICATION
IN THE FEDERAL REGISTER

UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

California Independent System ); Docket No. ER05- -000
Operator Corporation )

Notice of Filing

[ ]

Take notice that on May 25, 2005, the California Independent System
Operator Corporation (ISO) tendered for filing an amendment to the ISO Tariff
(Amendment No. 70). Amendment No. 70 revises the 1SO Tariff to define a new
type of entity, the Small Utility Distribution Company (SUDC); to add provisions to
the ISO Tariff concerning the relationship between the 1SO and SUDCs; and to
add a new pro forma agreement to the 1SO Tariff, the pro forma SUDC Operating
Agreement. The SO requests that Amendment No. 70 be made effective one
day after filing, on May 26, 2005.

The ISO states that this filing has been served on the California Public
Utilities Commission, the California Energy Commission, the California Electricity
Oversight Board, all parties with effective Scheduling Coordinator Service
Agreements under the ISO Tariff, and all parties in Docket No. ER05-150-000. In
addition, the ISO is posting this transmittal letter and all attachments on the ISO
Home Page.

Any person desiring to intervene or to protest this filing should file with the
Federal Energy Regulatory Commission, 888 First Street, N.E., Washington,
D.C. 204286, in accordance with Rules 211 and 214 of the Commission’s Rules of
Practice and Procedure (18 CFR 385.211 and 385.214). Protests will be
considered by the Commission in determining the appropriate action o be taken,
but will not serve to make protestants parties to the proceeding. Any person
wishing to become a party must file a motion to intervene. All such motions or
protests should be filed on or before the comment date, and, to the extent
applicable, must be served on the applicant and on any other person designated
on the official service list. This filing is available for review at the Commission or
may be viewed on the Commission’s web site at hitp://www fer¢.gov, using the
eLibrary (FERRIS}) link. Enter the docket number excluding the last three digits
in the docket number field to access the document. For assistance, please
contact FERC Online Support at FERCOnlineSupport@ferc.gov or toll-free at
(866)208-3676, or for TTY, contact (202)502-8659. Protests and interventions




may be filed electronically via the Internet in lieu of paper; see 18 CFR
385.2001(a)(1)(iii) and the instructions on the Commission's web site under the
"e-Filing" link. The Commission strongly encourages electronic filings.

Comment Date:




