
UNITED STATES OF AMERICA 
BEFORE THE 

FEDERAL ENERGY REGULATORY COMMISSION 
 
California Independent System  ) Docket No. ER11-3973-002 
  Operator Corporation   )       
 

ANSWER TO MOTIONS TO INTERVENE AND COMMENTS, 
MOTION TO FILE ANSWER, AND ANSWER TO PROTESTS, OF THE 
CALIFORNIA INDEPENDENT SYSTEM OPERATOR CORPORATION 

 
 
In this filing, the California Independent System Operator Corporation 

answers comments1 submitted in response to the ISO’s December 14, 2011 filing 

in compliance with the Commission’s September 15, 2011 order.2  The ISO also 

requests leave to answer and answers the protests submitted by Silicon Valley 

Power (SVP) and the Financial Institutions Energy Group (FIEG).3  In the 

September 15 Order, the Commission accepted the ISO’s compliance filing on 

                                                 
1  The following entities filed motions to intervene and/or comments in this proceeding:  the 
City of Santa Clara, California, d/b/a Silicon Valley Power; Financial Institutions Energy Group; 
J.P. Morgan Ventures Energy Corporation and BE CA LLC (together, J.P. Morgan); Morgan 
Stanley Capital Group Inc., Macquarie Energy LLC, and DB Energy Trading LLC (collectively, 
Indicated Participants); and Western Area Power Administration. 

2  California Independent System Operator Corp., 136 FERC ¶ 61,194 (2011) (September 
15 Order).  The September 15 Order conditionally accepted a filing submitted by the ISO in this 
proceeding on June 30, 2011 to comply with the credit reform requirements directed by the 
Commission in Order No. 741.  Credit Reforms in Organized Wholesale Electric Markets, Order 
No. 741, FERC Stats. & Regs. ¶ 31,317 (2010) (Order No. 741), order on reh’g, Order No. 741-A, 
FERC Stats. & Regs. ¶ 31,320, order denying reh’g, Order No. 741-B, 135 FERC ¶ 61,242 (2011) 
(Order No. 741-B). 

3  The ISO submits this answer pursuant to Rules 212 and 213 of the Commission’s Rules 
of Practice and Procedure, 18 C.F.R. §§ 385.212, 385.213.  The ISO requests waiver of Rule 
213(a)(2), 18 C.F.R. § 385.213(a)(2), to permit it to make an answer to the protests.  Good cause 
for this waiver exists here because the answer will aid the Commission in understanding the 
issues in the proceeding, provide additional information to assist the Commission in the decision-
making process, and help to ensure a complete and accurate record in the case.  See, e.g., Xcel 
Energy Services, Inc., 124 FERC ¶ 61,011, at P 20 (2008); California Independent System 
Operator Corp., 132 FERC ¶ 61,023, at P 16 (2010); Equitrans, L.P., 134 FERC ¶ 61,250, at P 6 
(2011). 
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June 30, 2011, in all but the following two respects.4  First, the Commission 

directed the ISO to submit a further compliance filing to revise the ISO tariff to 

include provisions that permit federal agencies to participate in the ISO’s 

congestion revenue rights (CRR) market upon making a demonstration of 

financial security.5  Second, the Commission directed the ISO to include tariff 

provisions in its compliance filing that require it to engage in periodic compliance 

verification to ensure that risk management policies and procedures are 

implemented and adequate capitalization is maintained.6  Thus, the scope of the 

Commission’s review is limited to whether the ISO complied with these 

directives.  Many of the comments and protests are beyond the scope of the 

Commission’s compliance directives or the issues have already been addressed 

in a Commission order.  Thus, the ISO is filing this limited answer addressing 

only protests where an issue requires further examination or explanation.   

 
I. ANSWER 

A. The Commission Should Reject Requests that the ISO Submit 
Materials and Make Revisions Not Required by the September 
15 Order 

 
Several parties request the Commission direct the ISO to submit materials 

or make revisions not required by the September 15 Order.  SVP, for example, 

requests that the Commission direct the ISO to submit revisions to the Business 

Practice Manual (BPM) for Credit Management and the Officer Certification Form 

                                                 
4  September 15 Order at Ordering Paragraph (A). 

5  Id. at PP 26-27. 

6  Id. at P 49. 
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for the Commission’s “informal review” in this proceeding, despite the fact that 

SVP concedes that “the CAISO was not directed to do so in the September 15 

Order.”7  In the September 15 Order, the Commission directed the ISO only to 

submit certain tariff revisions and the ISO submitted the tariff revisions required 

by the September 15 Order.  Therefore, the December 14 compliance filing fully 

responds to the Commission’s directives.   

In addition, SVP’s request is unnecessary.  The BPM and the Officer 

Certification Form are publicly available on the ISO’s website.  Those materials 

are readily accessible to the Commission, should it want to review them 

informally.   

The Commission should also deny J.P. Morgan’s request that the ISO 

specify in Section 12.1 of the tariff that the certification and verification processes 

and related enforcement actions are subject to the alternative dispute resolution 

(ADR) procedures set forth in Section 13 of the tariff.8  This request is 

unnecessary and redundant as Section 13 applies to disputes under the ISO 

tariff generally.  Given the existing tariff language in Section 13, adding a 

provision to Section 12.1 that requires use of the ADR procedures would be 

superfluous and potentially confusing as market participants may question 

whether the absence of a reference to ADR in a different tariff section might 

indicate that ADR might not apply.  Moreover, as J.P. Morgan notes, the ISO has 

already included such language in the BPM pursuant to a request made by J.P. 

Morgan in the stakeholder process. 

                                                 
7  SVP at 6. 

8  J.P. Morgan at 9.   
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The Commission must reject proposed changes in a compliance filing that 

are beyond the scope of the order in which the obligation was imposed.9    

Accordingly, the Commission should reject requests that the ISO be directed to 

make a filing that is beyond the scope of compliance with the September 15 

Order.    

B. The Commission Should Reject SVP’s Request for Revisions 
to the Officer Certification Form 

 
SVP argues that the Commission should direct the ISO to revise the 

Officer Certification Form such that load serving entities that use CRRs primarily 

to hedge congestion are subject to lesser verification requirements than entities 

engaged in speculation.10  This issue is also beyond the scope of the 

Commission’s compliance directives.  The September 15 Order did not direct the 

ISO to make any revisions to the Officer Certification Form.  Due to the inherent 

risk associated with CRRs, and the fact that Order No. 741 is as much as to 

ensure that market participants are aware of the risk and have adequate risk 

mitigation measures in effect than to minimize risk to the market over all, there 

should be no difference in the standard of review applied to different types of 

CRR holders or candidate CRR holders.  The ISO’s existing requirements apply 

                                                 
9  See, e.g., Entergy Services, Inc., 117 FERC ¶ 61,055, at P 22 (2006) (“Compliance 
filings must be limited to the specific directives ordered by the Commission.  Compliance filings 
are not to include new changes initiated by the filing entity, but only changes expressly directed 
by the Commission. . . . We direct Entergy to delete these [new] provisions.”) (citations omitted); 
NorthWestern Corp., 113 FERC ¶ 61,215, at P 9 (2005) (“The Commission will reject these 
proposed changes to NorthWestern’s revised OATT submitted with the September 30, 2005 
compliance filing as outside the scope of that compliance filing.  The Commission reaffirms that 
compliance filings must only provide the changes directed by the Commission.”); Reliant Energy 
Aurora, LP, et al., 111 FERC ¶ 61,159, at P 3 (2005) (“[I]n this order, we reject as outside the 
scope of the compliance filings of Applicants certain proposed tariff revisions that they included 
with their updated market power analyses.”). 
 
10  SVP at 5. 
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to all CRR holders and candidate CRR holders by requiring them to provide 

certain attestations related to the risk management policies, procedures, and 

controls as set forth in the Officer Certification Form.  If the net portfolio value 

criterion set forth in the Officer Certification Form applies, the market participant 

is required to also provide a copy of its current governing risk management 

policies, procedures, and controls applicable to its CRR trading activities.  In this 

way, the ISO ensures that market participants have adequate risk mitigation 

measures in place. 

 
II. CONCLUSION 
 
 For the reasons provided herein, the ISO respectfully requests that the 

Commission accept the December 14 compliance filing as submitted by the ISO.  
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