
UNITED STATES OF AMERICA
BEFORE THE

FEDERAL ENERGY REGULATORY COMMISSION

California Independent System ) Docket No. ER11-2128-000
Operator Corporation )

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

On November 15, 2010, the California Independent System Operator

Corporation (“ISO”)1 submitted a filing in this proceeding (“November 15

Compliance Filing”) to modify the provisions of the ISO tariff regarding

convergence bidding, in compliance with directives contained in the “Order

Accepting Tariff Revisions, Directing Compliance Filing and Granting Waiver

Request” issued by the Commission on October 15, 2010.2 Several parties filed

motions to intervene, comments, and protests in response to the November 15

Compliance Filing.3

1
The ISO is also sometimes referred to as the CAISO. Capitalized terms not otherwise

defined herein have the meanings set forth in the Master Definitions Supplement, Appendix A of
the ISO tariff. In this answer, the terms convergence bidding and virtual bidding, and the terms
convergence bid and virtual bid, are used interchangeably.

2
California Independent System Operator Corp., 133 FERC ¶ 61,039 (2010) (“October 15

Order”). In the October 15 Order, the Commission conditionally accepted the tariff amendment
the ISO submitted on June 25, 2010 (“June 25 Tariff Amendment”), to implement convergence
bidding in the ISO market effective February 1, 2011. The June 25 Tariff Amendment was filed
and the October 15 Order was issued in Docket No. ER10-1559-000. Pursuant to the
Commission’s eTariff requirements, the November 15 Compliance Filing was filed in Docket No.
ER11-2128-000.

3
The following entities filed motions to intervene, comments, and protests: the California

Department of Water Resources State Water Project (“SWP”); Modesto Irrigation District; Pacific
Gas and Electric Company (“PG&E”); Powerex Corp. (“Powerex”); SESCO Enterprises, LLC,
Jump Power, LLC, Silverado Energy LP, JPTC, LLC, and Solios Power, LLC (collectively,
“Financial Marketers”); and Western Power Trading Forum (“WPTF”).
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The ISO hereby files its answer to the comments along with a motion to

answer any protests submitted in this proceeding.4 As explained below, the

Commission should accept the November 15 Compliance Filing without

modification or condition except for certain clarifications the ISO commits to

make in a further compliance filing as discussed herein.

I. Answer

A. The Commission Should Not Direct the ISO to Make Revisions
to the ISO Tariff that Are Inconsistent With the October 15
Order or Outside the Scope of the Compliance Filing.

In the October 15 Order, the Commission directed the ISO to make

specific tariff changes in its compliance filing. As explained in the November 15

Compliance Filing and this answer, the ISO has made the tariff changes required

by the October 15 Order. Financial Marketers and Powerex, however, now

request that the Commission direct the ISO to make tariff changes that are

inconsistent with the directives set forth in the October 15 Order or go beyond the

scope of the issues raised in the November 15 Compliance Filing.

Financial Marketers argue that the ISO should not be permitted to release

virtual bid data on a daily basis.5 However, in the October 15 Order, the

4
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 (2010). 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 this case. See,
e.g., Entergy Services, Inc., 116 FERC ¶ 61,286, at P 6 (2006); Midwest Independent
Transmission System Operator, Inc., 116 FERC ¶ 61,124, at P 11 (2006); High Island Offshore
System, L.L.C., 113 FERC ¶ 61,202, at P 8 (2005).

5
Financial Marketers at 8-12.
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Commission found that the ISO’s information release policy is just and

reasonable and rejected these arguments about the information release policy as

unjustified.6 In compliance with the Commission’s directives, the ISO included in

the November 15 Compliance Filing new Section 6.5.8 of the ISO tariff, which

states that the ISO will “post on OASIS [the Open Access Same-Time

Information System] the net cleared quantities of Virtual Awards at each Eligible

PNode or Eligible Aggregated PNode by the close of the Real-Time Market for

each Trading Day.” Financial Marketers do not contest that the Commission has

authorized the daily release of virtual bid data. As they acknowledge in their

comments, Financial Marketers filed a request for rehearing of those

Commission directives.7 Indeed, as Financial Marketers themselves note, they

make the same arguments on the issue, often using the same words, in both

their request for rehearing and their protest.8

Powerex accurately notes that, in the October 15 Order, the Commission

accepted Section 30.10 of the ISO tariff as proposed in the June 25 Tariff

Amendment, subject only to the ISO’s correction on compliance of a minor

typographical error in the section.9 The ISO included Section 30.10 with the

6
October 15 Order at PP 88-89.

7
Request of Financial Marketers for Rehearing, Docket No. ER10-1559-001, at 4-5, 7-11

(Nov. 15, 2010) (arguing that “[t]he October 15 Order errs . . . in approving CAISO’s unjust,
unreasonable, and unduly discriminatory proposal to release net cleared quantities of
convergence bids at each node at the close of the real-time market for each trading day.”).

8
Financial Marketers at 2 (“Financial Marketers reiterate here the arguments it has made

in its request for rehearing of the October 15 Order”). Compare Financial Marketers’ request for
rehearing at 8-11 with Financial Marketers’ protest at 9-12.

9
Powerex at 9-10 (citing October 15 Order at P 252). Section 30.10 concerns the ISO’s

use of an alternating current (“AC”) solution and nodal MW constraints. See also October 15
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required minor correction in the November 15 Compliance Filing. Nevertheless,

Powerex now requests that the Commission direct the ISO to make additional

changes to Section 30.10.10 Powerex also requests that the Commission require

the ISO to make additional changes to Section 11.32(iii) of the ISO tariff, which

the Commission accepted in the October 15 Order subject only to commitments

the ISO had made to add back an unintentionally omitted subsection (11.32(ii))

and to make revisions to Section 11.32(v) on compliance.11 The November 15

Compliance Filing included these changes to Sections 11.32(ii) and -(v). The

November 15 Compliance Filing made no changes to what is now Section

11.32(iii).

The Commission should not require the ISO to make the additional tariff

changes requested by Financial Marketers and Powerex. Those parties had the

opportunity to present the arguments described above in the filings they

submitted in response to the June 25 Tariff Amendment, but Powerex declined to

do so and Financial Marketers had their arguments rejected in the October 15

Order. By arguing now that the Commission should require additional tariff

changes, Financial Marketers and Powerex are essentially asserting that the

October 15 Order itself is in error. Therefore, although not styled as such, these

parties’ arguments on these issues constitute requests for rehearing of the

Order at P 202 (“[W]e find reasonable CAISO’s proposed tariff revisions that enforce megawatt
constraints in the integrated forward market when an AC solution is not otherwise attainable.”).

10
Powerex at 10-11. Powerex requests additional clarification concerning the use of an AC

solution and nodal MW constraints.

11
See October 15 Order at PP 241, 248, 251-52. The ISO committed to make these

changes to Sections 11.32(ii) and -(v) in the answer to comments and protests regarding the
June 25 Tariff Amendment that the ISO filed on August 2, 2010 (“August 2 Answer”).
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October 15 Order. Court and Commission precedent clearly state that the

Commission is barred by Section 313(a) of the Federal Power Act, 16 U.S.C.

§825l(a), from considering any request for rehearing that is submitted more than

30 days after the issuance of the order that the request for rehearing concerns.12

Also, the Commission has stated that it will reject protests of a compliance filing

that constitute untimely requests for rehearing of, and thus collateral attacks on,

the underlying order.13 Therefore, the Commission should reject the arguments

of Powerex described above as collateral attacks on the October 15 Order.

Moreover, although the ISO continues to believe Financial Marketers’ arguments

concerning the daily release of virtual bid data are without merit, the proper forum

for the Commission to address this issue is in response to the rehearing request

of Financial Marketers.

B. The Commission Should Not Require the ISO to Further Modify
Section 30.9 of the ISO Tariff.

In the October 15 Order, the Commission directed the ISO to modify

Section 30.9 of the ISO tariff to make clear that virtual bids can be submitted at

interties.14 Accordingly, in the November 15 Compliance Filing, the ISO revised

12
See, e.g., Cities of Campbell v. FERC, 770 F.2d 1180, 1183 (D.C. Cir. 1985); Boston Gas

Co. v. FERC, 575 F.2d 975, 977-98, 979 (1st Cir. 1978); Alabama Electric Cooperative, Inc., 116
FERC ¶ 61,115 (2006).

13
California Independent System Operator Corp., 119 FERC ¶ 61,240, at P 13 (2007)

("Moreover, these protests should have been raised on rehearing and/or clarification of the
January 22 Order, and therefore we reject their requests to alter the CAISO's compliance filing as
untimely and a collateral attack on the Commission's January 22 Order."); PJM Interconnection,
LLC, 104 FERC ¶ 61,020, at P 13 n.8 (2003) ("FirstEnergy's protest on this issue is a collateral
attack on the November 1 Order. FirstEnergy should have sought rehearing of the November 1
Order if it believed the compliance obligation was incorrect, rather than raising it in a protest to
the compliance filing.").

14
October 15 Order at P 253. Section 30.9 contains provisions that explain features of

virtual bids.
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Section 30.9 to state that virtual bids may be submitted at Eligible PNodes or

Eligible Aggregated PNodes located at interties where virtual bidding is

permitted. Powerex argues that the words “where virtual bidding is permitted”

should be deleted from Section 30.9, because its understanding is that virtual

bidding will be permitted at all interties.15

The Commission should accept the revisions to Section 30.9 proposed in

the November 15 Compliance Filing. There are in fact a handful of locations that

are treated as interties for system modeling purposes but not for scheduling

purposes. The ISO will maintain on OASIS the list of locations at which virtual

bidding is allowed. Thus, the words “where virtual bidding is permitted” indicate

that virtual bidding is permitted only at designated locations published on OASIS,

not all locations.16

Powerex suggests that other provisions in the ISO tariff do not limit the

applicability of virtual bidding at the interties.17 This is incorrect. The definitions

of the terms Eligible PNode and Eligible Aggregated PNode filed in the June 25

Tariff Amendment and accepted by the Commission in the October 15 Order

expressly state that these locations include interties where virtual bidding is

permitted. The revisions to Section 30.9 filed in the November 15 Compliance

Filing are fully consistent with these accepted tariff definitions.

15
Powerex at 4-6.

16
In the market simulations the ISO is conducting in preparation for the implementation of

virtual bidding, the ISO publishes and updates for market participants the list of Eligible PNodes
and Aggregated Eligible PNodes located at interties where virtual bidding is permitted. The ISO
will continue to publish and update this list on OASIS when virtual bidding is implemented.

17
See Powerex at 5.
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C. The Commission Should Accept the Virtual Award Charge
Filed by the ISO As Just and Reasonable.

Financial Marketers argue that, in the November 15 Compliance Filing, the

ISO “proposes to establish a new ‘virtual award charge’” which the ISO has not

demonstrated to be just and reasonable.18 Financial Marketers are incorrect as

to both the newness of the ISO’s proposal to establish the virtual award charge

and the information offered by the ISO to demonstrate that this charge is just and

reasonable.

The ISO submitted proposed tariff revisions to implement the virtual award

charge in the June 25 Tariff Amendment.19 In the October 15 Order, the

Commission explained the virtual award charge is simply another name for the

convergence bidding charge, which the Commission had already “found

reasonable” subject to the ISO’s provision and the Commission’s acceptance of

“details concerning the level” of the charge.20 The Commission stated that it

would defer making a determination on the level of the charge until after the ISO

removed an ambiguity created by the use of the phrase “a percentage” in the

relevant ISO tariff language.21 In the November 15 Compliance Filing, the ISO

18
Financial Marketers at 5-7.

19
See Transmittal Letter for June 25 Tariff Amendment at 34-35.

20
October 15 Order at PP 213-14 (citing California Independent System Operator Corp.,

130 FERC ¶ 61,122, at P 111 (2010)).

21
October 15 Order at P 218. The relevant tariff language is contained in paragraph 9 of

part A of schedule 1 of Appendix F of the ISO tariff, which sets forth how the rate for the virtual
award charge is calculated.
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complied with the Commission’s directive to remove the ambiguity by replacing

“a percentage” with the specific percentage figure of 9 percent.22

Contrary to the assertions of Financial Marketers, the ISO has fully

demonstrated the justness and reasonableness of the 9 percent level for the

virtual award charge. In the November 15 Compliance Filing, the ISO explained

that this is the percentage it determined should be used in the calculation of the

virtual award charge rate through the 2011 budget and GMC stakeholder

process. The ISO also explained that this percentage was presented for

stakeholder review and input in a series of public meetings, and provided

electronic links to three ISO documents that discussed the 9 percent figure.23

Although the ISO believes that the discussion and electronic links

provided in the November 15 Compliance Filing are sufficient to demonstrate that

the proposed 9 percent level is just and reasonable, in order to provide a more

readily accessible set of supporting materials in the record of this proceeding, the

ISO is attaching to this answer the three documents cited in the November 15

Compliance Filing, as well as the meeting notes for the April 21, 2010, ISO

22
Transmittal Letter for November 15 Compliance Filing at 7. As revised by the November

15 Compliance Filing, the relevant tariff language reads as follows:

The rate in $/MWh for the Virtual Award Charge will be calculated by dividing the
GMC [Grid Management Charge] costs, as determined in accordance with Part C
of this Schedule 1, allocated to this service category in accordance with Part E of
this Schedule 1, by the annual forecasted total virtual supply and virtual demand
cleared in the IFM [Integrated Forward Market]. This service category will be
allocated a percentagenine (9) percent of the Forward Scheduling Charge and
Market Usage Charge – Forward Energy service categories based upon the total
annual forecasted cleared supply and demand.

23
Transmittal Letter for November 15 Compliance Filing at 7 & n.24.
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stakeholder meeting that was the subject of one of the documents cited in that

compliance filing.24

The attached meeting notes include questions asked by stakeholders at

the April 21 meeting and the ISO’s responses. In response to the stakeholder

question “What have other ISO’s rate designs looked like?”, the ISO explained

that “[a]fter benchmarking, our rates are very similar to other ISO’s.”25 As part of

this process of benchmarking against the convergence bidding practices of other

Independent System Operators and Regional Transmission Organizations, the

ISO determined that it was reasonable to assume that, in the year that

convergence bidding is implemented (2011), the implementation of convergence

bidding will cause the ISO to experience an incremental increase of

approximately 10 percent in the MW volume of cleared virtual and physical bids

as compared with the MW volume of cleared physical bids in the preceding year

(2010), which means that the MW volume of cleared virtual and physical bids in

2011 is anticipated to be 110 percent of the MW volume of cleared physical bids

in 2010. The ISO derived the 9 percent figure that Financial Marketers protest by

dividing the 10 percent incremental increase for 2011 by the 110 percent volume

figure for 2011. This derivation of the 9 percent figure is reflected in the attached

meeting notes. In response to the stakeholder question “How did you derive the

9%?”, the ISO stated: “Assume you have 100% of the costs for physical. Once

24
These four documents are provided in Attachments A, B, C, and D to this answer. The

meeting notes are also posted on the ISO’s website at
http://www.caiso.com/278f/278fc04011a90.pdf.

25
Attachment D at page titled “Convergence Bidding Overview,” Question #2 and ISO

response.
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you increment the virtuals will be 10% more. Then what we need to do to

recover would be 10% / 110%.”26 Thus, the ISO explained in the stakeholder

process exactly how it determined the 9 percent figure.

Financial Marketers’ apparent lack of awareness of how this figure was

determined seems to be the result of Financial Marketers’ lack of participation in

the stakeholder process in which the 9 percent figure was developed as well as

its failure to fully explore the links included in the November 15 Compliance

Filing. As indicated in the attached meeting notes, all of the other parties

commenting on the compliance filing (as well as numerous other interested

stakeholders) took part in that stakeholder process, but Financial Marketers were

either absent or silent.27 It is no coincidence that Financial Marketers are also

the only parties who argue that the Commission should not accept the 9 percent

figure as just and reasonable.

Financial Marketers attempt to excuse their own non-participation in the

stakeholder process on the grounds that “only a small segment of convergence

bidders currently participate in the stakeholder process because the market is not

yet open to them.”28 It is unreasonable for Financial Marketers to sit on the

sidelines while decisions are being made in a robust stakeholder process but

then to attempt an end run around that process by protesting the decisions to the

Commission without any acknowledgement of explanations provided in the

26
Id. at page titled “Convergence Bidding Overview,” Question #4 and ISO response.

27
Id. at pages 1-2 (listing all of the parties in this proceeding other than Financial Marketers

as participants in the April 21, 2010, stakeholder meeting).

28
Financial Marketers at 5.
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process. It is also unfair to the other market participants who took the time and

effort to participate in the stakeholder process. For the reasons explained above,

the Commission should accept as just and reasonable the 9 percent level of the

virtual award charge, which the ISO has fully justified and which is not opposed

by the numerous affected parties that did participate in the ISO’s stakeholder

process.

D. The Commission Should Not Require the ISO to Further Modify
the Tariff Provisions Regarding the Daily Market Report.

WPTF argues that new proposed Section 6.5.3.2.3 of the ISO tariff should

be revised to include more detail regarding the daily market report regarding

submitted and cleared physical quantities and Virtual Awards that the ISO will

issue on OASIS after the results of the day-ahead market are published. WPTF

asserts that the October 15 Order required the ISO to include in Section 6.5.3.2.3

a similar level of detail as is provided in Section 6.5.3.2.2 of the ISO tariff.29

WPTF requests that the ISO make tariff revisions that go beyond the

scope of the Commission’s compliance directive. In the October 15 Order, the

Commission directed the ISO to “include a provision in its tariff describing the

information it plans to release, consistent with the other information it plans to

publish on OASIS” pursuant to Section 6.5.3.2.2.30 The Commission issued this

directive in response to an argument made by Financial Marketers that the ISO

“cannot acknowledge on the one hand that tariff revisions are required for

[Section 6.5.3.2.2], while at the same time insisting that no tariff filing is

29
WPTF at 1-3.

30
October 15 Order at P 90 & n.56.
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necessary to implement daily releases of virtual bid data.”31 Thus, the

Commission found that it would be inconsistent for the ISO to believe that

revisions are required to Section 6.5.3.2.2 but to dispute that new tariff provisions

are also required to implement daily releases of virtual bid data. The

Commission only found that the types of detail in the tariff on these daily releases

must be consistent with other tariff provisions on information release, and did not

make any finding that the new tariff provisions contained in Section 6.5.3.2.3

must be in the same format as Section 6.5.3.2.2.

Pursuant to the Commission’s directive to include a provision in the ISO

tariff describing the information the ISO plans to release, Section 6.5.3.2.3 states

that the ISO will “publish on OASIS a daily market report that includes a

summary of information regarding submitted and cleared physical quantities and

Virtual Awards.” This description of the daily market report fully satisfies the

Commission’s compliance directive and matches the level of detail regarding the

daily market report that the ISO explained it would provide in the June 25 Tariff

Amendment.32

The ISO provides additional details regarding a number of information-

related provisions of ISO tariff Section 6.5 in the Business Practice Manual

31
Id. at P 15. Financial Marketers were the only parties who mentioned Section 6.5.3.2.2 in

their comments on the June 25 Tariff Amendment, which makes it clear that their comments that
were the impetus for the Commission directive quoted above.

32
Transmittal Letter for June 25 Tariff Amendment at 45 (“[T]he ISO will issue a daily

market report that includes a summary of information regarding submitted and cleared physical
and virtual bids.”).
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(“BPM”) for Market Instruments.33 Consistent with that that approach, the ISO

plans to add to the BPM for Market Instruments further detail regarding the daily

market report set forth in Section 6.5.3.2.3. The ISO intends to implement those

additions to the BPM before the start of virtual bidding on February 1, 2011.34

E. The Commission Should Accept the ISO’s Proposal to Clarify
Its Tariff Provisions Regarding the Allocation of Net RTM Bid
Cost Uplift.

In the November 15 Compliance Filing, the ISO included revisions to

Section 11.8.6.6 of the ISO tariff, regarding the allocation of Net Real-Time

Market (“RTM”) Bid Cost Uplift, which the ISO had committed to make in the

August 2 Answer and the Commission accepted in the October 15 Order.35 SWP

requests that the ISO clarify in Section 11.8.6.6 that entities that reduce loads or

generation resources at the request or direction of the ISO will not be allocated

additional costs due to their reduction of those loads or generation resources.36

The ISO agrees that it should address this subject and provides the

following clarifications in response to SWP’s comments. Additional costs will not

be allocated to a load or generation resource pursuant to Section 11.8.6.6 if the

day-ahead schedule is tagged and subsequently reduced at the request or

33
See BPM for Market Instruments at Section 12. The BPM for Market Instruments is

available on the ISO’s website at https://bpm.caiso.com/bpm/bpm/version/000000000000110.

34
The ISO has posted on its website proposed revisions to Section 12.4 of the BPM for

Market Instruments that contain further detail regarding the daily market report. See “Document:
PRR CB_ init_post_v3.doc,” available at
https://bpm.caiso.com/bpm/prr/show/PRR000000000341. The proposed BPM revisions are
currently open to review and comment by all stakeholders, including WPTF.

35
See October 15 Order at PP 251-52.

36
CDWR at 1-3.
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direction of the ISO.37 However, if the day-ahead schedule is not tagged and is

subsequently reduced at the request or direction of the ISO, additional costs will

be allocated to the load or generation resource pursuant to Section 11.8.6.6.38

Although these clarifications are consistent with the provisions in the BPM

Configuration Guides cited above, the ISO believes it is appropriate also to

include them in the tariff. Therefore, the ISO proposes to add the clarifications

described above to the tariff in a further compliance filing.

F. The Commission Should Accept the CRR Settlement Rule
Subject to One Clarification.

In the October 15 Order, the Commission conditionally accepted the

Congestion Revenue Right (“CRR”) settlement rule set forth in Section 11.2.4.6

of the ISO tariff, subject to the requirement that the ISO file tariff language on

compliance that clearly defines the threshold percentage value that will be used

in assessing the impact that virtual bidding has on CRR revenue.39 To comply

with this Commission directive, the ISO proposes to modify Section 11.2.4.6(b) to

specify that the threshold percentage is 10 percent of the flow limit for each

constraint and to delete tariff language in Section 11.2.4.6(b) providing the ISO

37
See BPM Configuration Guide 6051 at Section 3.6.8, and Section 3.7, Row 5.0. This

BPM Configuration Guide is available on the ISO’s website at
https://bpm.caiso.com/bpm/prr/show/PRR000000000335.

38
See BPM Configuration Guide 6678 at Section 3.5, Row 1, and Section 3.6.8. This BPM

Configuration Guide is available on the ISO’s website at
https://bpm.caiso.com/bpm/prr/show/PRR000000000322.

39
October 15 Order at PP 153, 157.
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with the ability to adjust the threshold percentage without making changes to the

ISO tariff.40

PG&E states that it does not object to the ISO’s proposed use of a 10

percent threshold for the flow limit, but asserts that the Commission should

require the ISO to report on the effectiveness of the 10 percent threshold and

propose any modifications to the threshold level within one year after virtual

bidding is implemented.41 The Commission should not require the ISO to take

the steps requested by PG&E. In the October 15 Order, the Commission did not

impose any reporting requirement with regard to the CRR settlement rule or

direct the ISO to modify the threshold percentage value within any particular

timeframe. Moreover, the ISO explained in the November 15 Compliance Filing

that it will file a tariff amendment if it determines that a change to the 10 percent

threshold percentage is justified in the future.42 The ISO’s Department of Market

Monitoring (“DMM”) will monitor the operation of the 10 percent threshold

percentage to determine if it should be modified. If the ISO, informed by these

DMM activities, decided to pursue a change to the flow limit threshold the ISO

will convene a stakeholder process and will file a tariff amendment to modify the

threshold percentage as appropriate. Therefore, it is unnecessary for the ISO to

provide a report or tariff modifications within a particular timeframe.

40
Transmittal Letter for November 15 Compliance Filing at 3-4.

41
PG&E at 3-4.

42
Transmittal Letter for November 15 Compliance Filing at 4.



16

Powerex argues that the ISO should modify the definition of the term Flow

Impact in Appendix A to the ISO tariff, which is used in Section 11.2.4.6, to state

that the shift factors used by the ISO in calculating a Flow Impact will be subject

to the effectiveness threshold set forth in Section 27.4.3.6 of the ISO tariff.43 The

ISO agrees that Powerex’s suggested change to the definition of Flow Impact will

provide helpful clarity on this matter. Therefore, the ISO proposes to make that

tariff change in a further compliance filing.

Powerex requests that the ISO provide further information as to how the

CRR settlement rule will interact with the ISO’s process for compensating

injections in the real-time market. Powerex expresses concern that the process

for compensating injections may cause the CRR settlement rule to trigger

inappropriately and thereby to subject market participants to increased

adjustments of CRR revenue.44 This Powerex request for this further information

goes beyond the directives in the October 15 Order and therefore goes beyond

the scope of the ISO’s compliance obligation. Nevertheless, in order to provide

greater clarity, the ISO will address this question in this answer. The ISO has

determined that, far from inappropriately triggering the CRR settlement rule, the

process for compensating injections will actually help prevent the inappropriate

triggering of the CRR settlement rule, because the process for compensating

injections correctly aligns limits with observed flows. Thus, the ISO’s process for

43
Powerex at 6-8. Pursuant to Section 27.4.3.6, the effectiveness threshold is currently set

at 2 percent.

44
Powerex at 8-9. Powerex only requests that the ISO provide further information.

Powerex does not assert that the information needs to be reflected in tariff changes, and the ISO
does not believe that any tariff changes are required.
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compensating injections in the real-time market makes the modeling of flows

more accurate. As a result, the ISO expects that the process for compensating

injections will make the CRR settlement rule more effective.

II. Conclusion

For the reasons explained in the November 15 Compliance Filing and in

this answer, the Commission should accept the November 15 Compliance Filing

without modification or condition except for the clarifications discussed herein.

Respectfully submitted,

/s/ Bradley R. Miliauskas
Nancy Saracino Sean A. Atkins

General Counsel Bradley R. Miliauskas
Sidney M. Davies Alston & Bird LLP

Assistant General Counsel The Atlantic Building
The California Independent 950 F Street, NW

System Operator Corporation Washington, DC 20004
151 Blue Ravine Road Tel: (202) 756-3300
Folsom, CA 95630 Fax: (202) 654-4875
Tel: (916) 351-4400
Fax: (916) 608-7296

Attorneys for the California Independent System Operator Corporation

Dated: December 21, 2010
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