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5.1.5 Existing Contracts for Regulatory Must-Take Generation.

Notwithstanding any other provision of this ISO Tariff, the ISO shall discharge its responsibilities in a manner

which honors any contractual rights and obligations of the parties to contracts, or final regulatory treatment,

relating to Regulatory Must-Take Generation of which protocols or other instructions are notified in writing to the

ISO from time to time and on reasonable notice.

5.2 Procurement of Reliability Must-Run Generation by the ISO.

5.2.1 A Reliability Must-Run Contract is a contract entered into by the ISO with a Generator which operates

a Generating Unit giving the ISO the right to call on the Generator to generate Energy and, only as provided in

this Section 5.2, or as needed for Black Start or Voltage Support required to meet local reliability needs, or to

procure Ancillary Services from Potrero or Hunter’s Point power plants to meet operating criteria associated with

the San Francisco local reliability area, to provide Ancillary Services from the Generating Units as and when this

is required to ensure that the reliability of the ISO Controlled Grid is maintained.

5.2.1.1 If the ISO, pursuant to Section 2.5.12(e), has elected to procure an amount of megawatts of its

forecast needs for an Ancillary Service in the Hour-Ahead Markets and there is not an adequate amount of

capacity bid into an Hour-Ahead Market for the ISO to procure such amount of megawatts of that Ancillary

Service (excluding bids that exceed price caps imposed by the ISO or FERC), the ISO may call upon Reliability

Must-Run Units under Must-Run Contracts to meet the remaining portion of that amount of megawatts for that

Ancillary Service but only after accepting all available bids in the Hour-Ahead Market (including any unused bids

that can be used to satisfy that
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particular Ancillary Services requirement under Section 2.5.3.6), except that the ISO shall not be required to

accept bids that exceed price caps imposed by the ISO or the FERC.

5.2.1.2  If, at any time after the issuance of Final Day-Ahead Schedules for the Trading Day –

(1) the ISO determines that it requires more of an Ancillary Service than it has procured;

(2) all additional Day-Ahead bids for that Ancillary Service that have not been withdrawn (including any

unused bids that can be used to satisfy that particular Ancillary Services requirement under Section

2.5.3.6) have been selected pursuant to Section 2.5.21, except that the ISO shall not be required to

accept bids that exceed price caps imposed by the ISO or the FERC;

(3) the ISO has notified Scheduling Coordinators of the circumstances existing in paragraphs (1) and (2)

of this Section 5.2.1.2; and

(4) after such notice, the ISO determines that a Bid Insufficiency condition exists in the Hour-Ahead

Market for the Settlement Period in which the ISO requires more of an Ancillary Service;

the ISO may call upon Reliability Must-Run Units under Reliability Must-Run Contracts to meet the additional

needs in addition to any amounts that the ISO has called upon under Section 5.2.1.1.  The ISO must provide the

notice specified in paragraph (3) of this Section 5.2.1.2 as soon as possible after the ISO determines that

additional Ancillary Services are needed for which bids are not available.  The ISO may only determine that a

Bid Insufficiency exists in the Hour-Ahead Market after the close of
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the Hour-Ahead Market, unless an earlier determination is required in order to accommodate the Must-Run

Unit’s operating constraints.  For the purposes of this Section, a Bid Insufficiency exists in an Hour-Ahead

Market if, and only if –

(a) bids in the Hour-Ahead Market for the particular Ancillary Service (including any unused bids that can

be used to satisfy that particular Ancillary Services requirement under Section 2.5.3.6) that remain

after first procuring the megawatts of the Ancillary Service that the ISO had notified Scheduling

Coordinators it would procure in the Hour-Ahead Market pursuant to Section 2.5.12 (“remaining

Ancillary Service requirement”) represent, in the aggregate, less than two times such remaining

Ancillary Service requirement; or

(b) there are less than two unaffiliated bidders to provide such remaining Ancillary Service requirement.

If a Bid Insufficiency condition exists, the ISO may nonetheless accept available market bids if it

determines in its sole discretion that the prices bid and the supply curve created by the bids indicate that the

bidders were not attempting to exercise market power.

5.2.2  [Not Used]

5.2.3 The ISO will, subject to any existing power purchase contracts of a Generating Unit, have the right at

any time based upon ISO Controlled Grid technical analyses and studies to designate a Generating Unit as a

Reliability Must-Run Unit.  A Generating Unit so designated shall then be obligated to provide the ISO with its

proposed rates for Reliability Must-Run Generation for negotiation with the ISO and authorization by FERC.

5.2.4 [Not Used]-
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5.2.7 Reliability Must-Run Charge.  The ISO shall prepare and send to each Responsible Utility in

accordance with Annex 1 to the ISO’s Settlement and Billing Protocol a Responsible Utility invoice in respect

to those costs incurred under each Reliability Must-Run Contract that are payable to the ISO by such

Responsible Utility pursuant to Section 5.2.8.  The Responsible Utility invoices shall reflect all reductions or

credits required or allowed under or arising from the Reliability Must-Run Contract or under this Section

5.2.7.  The Responsible Utility invoice shall separately show the amounts due for services from each RMR

Owner.  Each Responsible Utility shall pay the amount due under each Responsible Utility invoice by the due

date specified in the Responsible Utility invoice, in default of which interest shall become payable at the

interest rate provided in the Reliability Must-Run Contract from the due date until the date on which the

amount is paid in full.  For each Reliability Must-Run Contract, the ISO shall establish two, segregated

commercial bank accounts under the "Facility Trust Account" referred to in Annex 1 to the ISO’s Settlement

and Billing Protocol and Article 9 of the Reliability Must-Run Contract  One commercial bank account, the

"RMR Owner Facility Trust Account," shall be held in trust by the ISO for the RMR Owner.  The other

commercial bank account, the "Responsible Utility Facility Trust Account," shall be held in trust by the ISO

for the Responsible Utility.  Payments received by the ISO from the Responsible Utility in connection with the

Reliability Must-Run Contract, including payments following termination of the Reliability Must-Run Contract,

will be deposited into the RMR Owner Facility Trust Account and payments from the ISO to the RMR Owner

will be withdrawn from such account, in accordance with Section 5.2.7, Article 9 of
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the Reliability Must-Run Contract and Annex 1 to the ISO’s Settlement and Billing Protocol.  Any payments

received by the ISO from the RMR Owner in connection with the Reliability Must-Run Contract will be

deposited into the Responsible Utility Facility Trust Account.  Any payments due to the Responsible Utility of

funds received from the RMR Owner in connection with the Reliability Must-Run Contract will be withdrawn

from the Responsible Utility Facility Trust Account, in accordance with this Section 5.27, Annex 1 to the

ISO’s Settlement and Billing Protocol and Article 9 of the Reliability Must-run Contract.  Neither the RMR

Owner Facility Trust Account nor the Responsible Utility Trust Account shall have other funds commingled in

it an any time.  The ISO shall not modify this Section 5.27 or Annex 1 to the ISO Settlement and billing

Protocol as it applies to procedures for the billing, invoicing and payment of charges under Reliability Must-

Run Contracts without the Responsible Utility’s consent, provided, however, that no such consent shall be

required with respect to any change in the method by which costs incurred by the ISO under RMR Contracts

are allocated to or among Responsible Utilities.

5.2.7.1 Except where the Responsible Utility is also the RMR Owner, the Responsible Utility’s payment of

the Responsible Utility invoice shall be made without offset, recoupment or deduction of any kind

whatsoever.  Notwithstanding the foregoing, if the ISO fails to deduct an amount required to be deducted

under Section 5.2.7.1.1, the Responsible Utility may deduct such amount from payment otherwise due under

such invoice.

5.2.7.1.1  If the Responsible Utility disputes a Responsible Utility invoice, final Estimated RMR Invoice, or

final Adjusted RMR Invoice, it shall pay the Responsible
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Utility invoice but may pay under protest and reserve its right to seek a refund, with interest, from the ISO.  If

resolution of the dispute results in an amount paid by the Responsible Utility under protest being due from

the ISO to the Responsible Utility, then such amount, with interest at the interest rate specified in the

applicable Reliability Must-Run Contract from the date of payment until the date on which the amount is

repaid in full, shall be deducted by the ISO from the next succeeding amounts otherwise due from the

Responsible Utility to the ISO with respect to the applicable Reliability Must-run Contract or, if such Contract

has terminated, such amount shall be refunded by the ISO to the Responsible Utility; provided, however, that

if and to the extent that such resolution is based on an error or breach or default of the RMR Owner’s

obligations to the ISO under the Reliability Must-Run Contract, then such refund obligation shall extend only

to amounts actually collected by the ISO from the RMR Owner as a result of such resolution.

5.2.7.1.2  If the Responsible Utility disputes a Responsible Utility invoice, a final Estimated Invoice or a final

Adjusted RMR Invoice, or part thereof, based in whole or in part on an alleged error by the RMR Owner or

breach or default of the RMR Owner’s obligations to the ISO under the Reliability Must-Run Contract, the

Responsible Utility shall notify the ISO of such dispute within 12 months of its receipt of the applicable final

Adjusted RMR Invoice from the ISO, except that the Responsible Utility may also dispute a final Estimated

RMR Invoice or final Adjusted RMR Invoice for the reasons set forth above in this Section 5.2.7.1.2, within

60 days from the issuance of a final report with respect to an audit of the RMR Owner’s books and accounts

allowed by a Reliability Must-Run Contract.
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5.2.7.1.3  If the Responsible Utility disputes a final Estimated RMR Invoice or final Adjusted RMR Invoice

based in whole or in part on an alleged error by the ISO or breach or default of the ISO’s obligations to the

Responsible Utility, the Responsible Utility shall notify the ISO of such dispute prior to the later to occur of (i)

the date 12 months following the date on which the ISO submitted such invoice to the Responsible Utility for

payment or (ii) the date 60 days following the date on which a final report is issued in connection with an

operational audit, pursuant to Section 12.2.2, of the ISO’s performance of its obligations to Responsible

Utilities under this Section 5.27 conducted by an independent third party selected by the ISO Governing

Board and covering the period to which such alleged dispute relates.  The ISO or any Responsible Utility

shall have the right to request, but not to require, that the ISO Governing board arrange for such an

operational audit at any time.

5.2.7.1.4  Notwithstanding Article 13, any Responsible Utility dispute relating to a Responsible Utility Invoice,

a final Estimated Invoice, a final Adjusted Invoice, or a RMR Charge, RMR Payment or RMR Refund as

defined in Annex 1 to the Settlement and Billing Protocol, shall be resolved through the dispute resolution

process specified in the relevant RMR Contract.  If the Responsible Utility fails to notify the ISO of any

dispute as provided above, it shall be deemed to have validated the invoice and waived its right to dispute

such invoice.

5.2.7.2 The RMR Owner shall, to the extent set forth herein, be a third party beneficiary of, and have all

rights that the ISO has under the ISO Tariff, at law, in equity or otherwise, to enforce the Responsible

Utility’s obligation to pay all sums
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invoiced to it in the Responsible Utility invoices but not paid by the Responsible Utility, to the extent that , as

a result of the Responsible Utility’s failure to pay, the ISO does not Pay the RMR Owner on a timely basis

amounts due under the Reliability Must-Run Contract.  The RMR Owner’s rights as a third party beneficiary

shall be no greater than the ISO’s rights and shall be subject to Section 13 of this ISO Tariff regarding

dispute resolution.  Either the ISO or the RMR Owner (but not both) will be entitled to enforce any claim

arising from an unpaid Responsible Utility invoice, and only one party will be a "disputing party" under

Section 13 of the ISO Tariff with respect to such claim so that the Responsible Utility will not be subject to

duplicative claims or recoveries.  The RMR Owner shall have the right to control the disposition of claims

against the Responsible Utility for nonpayments that result in payment defaults by the ISO under a Reliability

Must-Run Contract.  To that end, in the event of nonpayment by the Responsible Utility of amounts due

under the Responsible Utility invoice, the ISO will not take any action to enforce its rights against the

Responsible Utility unless the ISO is requested to do so by the RMR Owner.   The ISO shall cooperate with

the RMR Owner in a timely manner as necessary or appropriate to most fully effectuate the RMR Owner’s

rights related to such enforcement, including using its best efforts to enforce the Responsible Utility’s

payment obligations if, as, to the extent, and within the time frame, requested by the RMR Owner.  The ISO

shall intervene and participate where procedurally necessary to the assertion of a claim by the RMR Owner.
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5.2.7.3 If a Responsible Utility first executed a TCA after April 1, 1998 (a "New Responsible Utility") and

if:

(i) the senior unsecured debt of the New Responsible Utility is rated or becomes rated at

less than A- from Standard & Poor’s ("S&P") or A3 from Moody’s Investment Services

("Moody’s"), and

(ii) Such ratings do not improve to A- or better from S&P or A3 or better from Moody’s within

60 days,

the New Responsible Utility shall issue and confirm to the ISO an irrevocable and unconditional letter of

credit in an amount equal to three times the highest monthly payment invoiced by the ISO to the New

Responsible Utility (or the prior Responsible Utility) in connection with services under Reliability Must-Run

Contracts in the last 3 months for which invoices have been issued.  The letter of credit must be issued by a

bank or other financial institution whose senior unsecured debt rating is not less than A from S&P and A2

from Moody’s.  The letter of credit shall be in such form as the ISO may reasonably require from time to time

by notice to the New Responsible Utility and shall authorize the ISO or the Owner to draw on the letter of

credit for deposit solely into the RMR Owner Facility Trust Account in an amount equal to any amount due

and not paid by the Responsible Utility under the Responsible Utility invoice.  The security provided by the

New Responsible Utility pursuant to this Section 5.2.7.3 is intended to cover the New Responsible Utility’s

outstanding liability for payments it is liable to make to the ISO under this Section 5.2.7, including monthly

payments, any reimbursement for capital improvement, termination
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fees and any other payments to which the ISO is liable under Reliability Must-Run Contracts.

5.2.8 Responsibility for Reliability Must-Run Charge  The costs incurred by the ISO under each

Reliability Must-Run Contract shall be payable to the ISO by the Responsible Utility in whose Service Area

the Reliability Must-Run Generating Units covered by such Reliability Must-Run Contract are located.

5.3 Identification of Generating Units.

Each Generator shall provide data identifying each of its Generating Units and such information regarding

the capacity and the operating characteristics of the Generating Unit as may be reasonably requested from

time to time by the ISO.

5.4 Generator Performance Standard.

Participating Generators shall, in relation to each of their Generating Units, meet all applicable WSCC

standards including any standards regarding governor response capabilities, use of power system stabilizers,

voltage control capabilities and hourly Energy delivery.  Unless otherwise agreed by the ISO, a Generating

Unit must be capable of operating at capacity registered in the ISO Controlled Grid interconnection data, and

shall follow the voltage schedules issued by the ISO from time to time.
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Interfaces.  This information may include the ISO’s most-current information regarding: potentially Congested

paths, projected transmission uses, projected hourly Loop Flows across Inter-Zonal Interfaces, scheduled

line Outages, forecasts of expected system-wide Load, the ISO’s Ancillary Services requirements,

Generation Meter Multipliers, and power flow outputs.

7.2.5.2.8 The ISO will also publish information, once it is available, regarding tentative prices for the use of

Inter-Zonal Interfaces, and Generation shift factors for the use of Inter-Zonal Interfaces, which indicate the

relative effectiveness of Generation shifts in alleviating Congestion.

7.2.6 Intra-Zonal Congestion Management.

7.2.6.1 [Not used]

7.2.6.1.1 [Not used]

7.2.6.1.2 [Not Used]

7.2.6.1.3 [Not Used]

7.2.6.1.4 [Not Used]

7.2.6.1.5 [Not Used]

7.2.6.1.6 [Not Used]

7.2.6.2       Intra-Zonal Congestion During Initial Period.  Except as provided in Section 5.2, during the

initial period of operation, the ISO will perform Intra-Zonal Congestion Management in real time using

Adjustment Bids to minimize the cost of alleviating Congestion.  The ISO will also use Adjustment Bids to

decrement Generation in order to accommodate Reliability Must-Run Generation which the ISO requests

under Reliability Must-Run Contracts.  To the




