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CRDER ACCEPTI NG FOR FI LI NG AND SUSPENDI NG
PROPOSED RATES, CONSCLI DATI NG PROCEEDI NGS,
AND ESTABLI SHI NG HEARI NG PROCEDURES

(I ssued February 25, 1998)

In this order, we accept for filing, suspend and set for
hearing proposed UWility Distribution Conpany Qperating
Agreenents (UDC Operating Agreenents) filed by the California
| ndependent System Operator Corporation (1SO. In addition, we
accept for filing and suspend a proposed InterimBlack Start
Agreenent filed by the SO and consolidate that filing with
ongoi ng proceedi ngs set for hearing in Docket No. ER98-441-000.

Backgr ound

A Docket No. ER98-899-000

On Cctober 31, 1997, the I1SOfiled a pro forma UDC Agreenent
between the | SO and owners and operators of utility systens
| ocated within the SO Controlled Gid. 1/ The UDC Agreenent
defines the terms and conditions governing operation,
mai nt enance, and planning for the systens under the respective
control of the 1SO and the utility distribution conpanies. In
its Decenber 17, 1997 Order in Docket No. EC96-019-006,

1/ The 1SO Controlled Gid consists of the system of
tran_srrj SSi on i nes a_nd associ ated facilities of the
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et al., 1/ the Conmi ssion deferred consideration of the pro form
UDC Agreenent in light of the Decenber 2, 1997 filing of
super sedi ng agreenents, and stated that all of the ISOs filed

UDC Agreenents will be addressed in a subsequent order

On Decenber 2, 1997, the 1SO submitted for filing in Docket
No. ER98-899-000 t hree executed UDC Operating Agreenents between
the 1SO and Pacific Gas & Electric Conpany (PG&E), Southern
California Edi son Conpany (SoCal Edison), and San Di ego Gas
& El ectric Conpany (SD&E)(collectively the Conpanies). The |ISO
states that the agreenents have been negotiated between the | SO
and the Conpanies (the only entities which are currently expected
to sign the Agreenent initially), but the Agreenent is also a
pro forma agreenent available to other applicable entities that
choose to participate in the | SO

Thus, the Agreenents would apply to utility distribution
conpani es that own or operate their systens within the | SO
Controlled Gid, and who wish to participate in the California
mar ket by transnmitting energy or ancillary services to or from
the 1 SO Controlled Gid. The UDC Operating Agreenents woul d
govern coordination and nmai ntenance of facilities and other
activities affecting the reliability of the grid, establish |ISO
speci fications and procedures to govern the general operation of
the facilities that formthe interface between the utility
di stribution conpany systens and the |1SO Controlled Gid, and
address operational nmatters such as facility nmaintenance and
coordi nation of outages.

The 1 SO requested that the proposed agreenents be accepted
to becone effective on January 1, 1998, consistent with its
proposal to inplenment the restructuring of the California
Electricity Market on that date, and requested wai ver of the 60-
day notice requirenent. However, on Decenber 23, 1997, the |1SO
announced that commencenent of |SO operations would be del ayed.
Accordi ngly, waiver of the 60-day notice period is no | onger
requi red. The Conm ssion construes the requested effective date
as the actual commrencenent of |SO Gid operations.

B. Docket No. ER98-1019-000

2/ See Pacific Gas and El ectric Conpany, et al., 81 FERC
f 61,320 (1997) (Decenmber 17, 1997 COrder).
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In its Decenber 17, 1997 Order, the Comni ssion addressed a
pro forma Black Start Agreement filed by the SO to govern its
purchases fromunits that have the capability to rapidly self-
start without an external source of electricity. Al though the
Conmi ssion found the terns to be reasonable to the extent that
the 1 SO nust establish minimumreliability criteria applicable to
those entities which propose to provide future Black Start
service to the 1 SO, the Conmission declined to accept the
pro forma Black Start agreement, because the rates and terns for
bl ack start service should be proposed by the service providers,
not the power purchaser. 1/ The Conmi ssion also found that
separate black start service agreenents are unnecessary, in |light
of the SO s decision to obtain black start service under various
nmust-run agreenents with the Conpani es and ot her power producers
that are acquiring generating units fromthe Conpani es.

On Decenber 9, 1997, the 1SO submitted for filing in Docket
No. ER98-1019-000 an interimBlack Start agreenent executed by
the | SO and SoCal Edison. The |SO states that SoCal Edi son woul d
provi de service under the proposed interimBlack Start agreenent
fromunits that are not covered under the nust-run agreenents.
The 1 SO states that the proposed agreenent would be a short-term
contract, because the SO plans to establish a Black Start
auction before January 1, 1999. The agreenent provides that
SoCal Edison shall be paid a rate based on the average of the
rates to be approved for the nust-run agreenents with SD&E and
P&E. However, no reservation fee will be paid for Black Start
service unless the Black Start Generators and Service Providers
nmake an appropriate rate filing with the Comm ssion

Motions to I ntervene and Protests

Notice of the ISO s filing in Docket No. ER98-899-000 was
published in the Federal Register, 62 Fed. Reg. 65,808 (1997),
with notions to intervene or protests due by January 5, 1998.
Notice of the SO s filings in Docket No. ER98-1019-000 was
published in the Conm ssion's Decenber 23, 1997 O der
Est abl i shing Conment Date and Directing Notification, 81 FERC
1 61,378 (1997), with notions to intervene or protests due by
January 16, 1998. Nunerous intervenors filed notices of
intervention, tinely notions to intervene, protests, and requests
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for hearings in these proceedings, as listed in Appendix A In
addi ti on, several intervenors filed notions to i ntervene out of
time in Docket No. ER98-899-000 as designhated in Appendix A

Di scussi on

Under Rule 214 of the Commission's Rules of Practice and
Procedure, 18 C.F.R § 385.214 (1997), the notices of
intervention and the tinely, unopposed notions to intervene serve
to nake the entities listed in Appendix A parties to the
proceedi ng(s) in which they sought intervention. 1In addition
the Commission will accept the late filed notions to intervene.

G ven the early stage of the proceeding and the Conmi ssion’'s
determ nation to establish hearing procedures in these
proceedi ngs, no party will be prejudiced by accepting the late
notions to intervene.

A Docket No. ER98-899-000

Several intervenors in Docket No. ER98-899-000 claimthat
the filed UDC Agreenents do not conply with the Comi ssion's
directives in its Decenber 17, 1997 Order, contain provisions
which are inconsistent with parallel provisions in the |ISO
tariff, and contain ternms which are discrimnatory because they
afford the UDC participants nore flexibility than other

participants in the California narket will receive. Intervenors
request that the Conmm ssion suspend the filings and accept them
subject to refund. In addition, intervenors conditionally

request that the filing be consolidated with Docket No.
ER96- 19- 006, et al., and set for hearing. 1/ In addition, SoCal
Edi son and SD&XE filed Certificates of Concurrence in this

pr oceedi ng.

4/ In the event that the Conmi ssion approves the filings as pro
forma agreenents that will have a precedential effect on
future UDC Agreenents, these intervenors request
consolidation with Docket Nos. EC96-19-006 and ER96-1663-007
(in which the | SO proposed its pro forma UDC Operating
Agreenents), and hearing. Protest, Mtion to |Intervene,
Conditional Mdtion to Consolidate, and Conditional Request
for Suspension and Hearing of Transm ssion Agency of
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On January 16, 1998, SoCal Edison filed a linmted answer to
proposals contained in the Motions to Intervene and Protests of
Metropolitan and TANC. Pursuant to Rule 213 of the Conmission's
Rul es of Practice and Procedure, 1/ we will reject SoCal Edison's
Answer to the extent that it represents an inperm ssible answer
to the protests.

Qur prelimnary analysis of the SO s filing indicates that
t he proposed UDC Agreenents have not been shown to be just and
reasonabl e, and may be unjust, unreasonable, unduly
discrimnatory or preferential, or otherw se unl awful
Accordingly, we will accept the proposed UDC Agreenents for
filing, suspend themfor a nom nal period, subject to refund, and
set themfor hearing, as ordered below. Consolidation with the
SO s initial pro forma UDC Agreenment filing is unnecessary
because that filing has been superseded by the executed UDC
Agreenents, which the |1 SO now proposes will serve as the pro
forma UDC Agreenent.
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W note that the I1SOs filing preceded our Decenber 17, 1997
Order, in which we addressed a nunber of generic issues related
to the pro forma Agreenents. 1/ The 1SO s filing therefore does
not conformto the determinations in that order. Accordingly, we
direct the SO and the Conpanies to nodify these agreenents
consistent with the Decenber 17, 1997 Order. |In addition
consistent with that order, we direct the SO to post these
nodi fications to the UDC Agreenents on the publicly accessible
portion of WEnet (the SO s Home Page), and to file these changes
with the conpliance filing that is to be filed within 60 days of
the 1SO Qperations date. 1/

The Commi ssion has recently established fornmal hearings to
address a nunber of filings related to the California
restructuring. Consistent with our prior orders, we believe that
the establishnment of a procedural franmework for the hearings
ordered herein is best left to the discretion of the Chief
Admi ni strative Law Judge in the first instance. 1/

B. Docket No. ER98-1019-000

6/ Decenmber 17, 1997 Order, 81 FERC at 61, 473-74.
7/ Decenmber 17, 1997 Order, 81 FERC at 61, 471

8/ See, e.g., Long Sault, Inc., et al., 76 FERC § 61, 313 (1997)
(granting Chief Adm nistrative Law Judge discretion in the
first instance concerning consolidations and severance of
proceedi ngs where the Conmi ssion was setting for hearing
open access pro forma conpliance tariffs involving 28 public
utilities).
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Several intervenors in Docket No. ER98-1019-000 contend that
in some respects the filed Black Start Agreenent fails to conform
to the requirenents of the Decenber 17, 1997 Order, that it
contains insufficient rate specificity, that it is unreasonable
to base rates for SoCal Edison on rates to be established for
other utilities, and that the provisions related to suspension of
service are unreasonable. Intervenors request that the
Conmi ssi on suspend the filings and accept them subject to refund.

The Public Uilities Comission of the State of California
(California Conmi ssion) requests that the filing be set for
hearing. 1/ In addition, SoCal Edison filed a Certificate of
Concurrence in this proceedi ng.

On February 2, 1998, SoCal Edison filed a linmted answer to
proposals contained in the California Conm ssion's pl eadings.
Pursuant to Rule 213 of the Comm ssion's Rules of Practice and
Procedure, 1/ we will reject SoCal Edison's Answer to the extent
that it represents an inpermssible answer to a protest.

Qur prelimnary analysis of the SO s filing indicates that
the proposed interimBlack Start agreenent has not been shown to
be just and reasonable, and may be unjust, unreasonable, unduly
discrimnatory or preferential, or otherw se unl awful
Accordingly, we will accept the proposed interimBlack Start
Agreenment for filing, suspend it for a nomi nal period, subject to
refund, and set it for hearing. The Conmi ssion notes that the
filing raises nunerous issues related to the proposed Black Start
service rates, which the SoCal Edison and the SO would initially
base on the rates for nust-run service currently at issue in an
ongoi ng proceeding. 1/ Accordingly, the Conm ssion considers it
appropriate to consolidate this proceeding with the hearing to
address issues related to SoCal Edison's nmust-run filing in
Docket No. ER98-441-000.

9/ Notice if Intervention, Linmted Protest, Request for Hearing
of the California Comm ssion at 6.

10/ 18 C.F.R § 385.213 (1997).

11/ See Pacific Gas and El ectric Conpany, San Di ego Gas
& El ectric Conpany, and Southern California Edi son Conpany,
Docket hps. EC96-19-007 and ER96-1663-008, Sout hern
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In addition, the 1SO nust revise the interimBlack Start
Agreenment to conformto the directives set forth in the
Decenber 17, 1997 Order. As di scussed above, consistent with
that order, we direct the 1SOto post these nodifications to the
UDC Agreenents on the publicly accessible portion of WEnet (the
| SO s Hone Page), and to file these changes with the conpliance
filing that is to be filed within 60 days of the 1SO Gid
Oper ati ons date.

Wth respect to both filings, we encourage the parties, with
the assistance of trial staff, to pursue settlenent discussions
with the hope that these proceedings will benefit fromthe
col | aborative process that has characterized the devel opnent of
the California restructuring proposals to date and result in a
settlement of the issues.

The Conm ssion orders:

(A) The 1SO s proposed UDC Agreenents and Interim Bl ack
Start Agreenent are hereby accepted, as nodified, for filing and
suspended for a noninal period, to becone effective on the date
that 1 SO Gid operations comence, subject to refund, as
di scussed in the body of this order

(B) The late filed notions to intervene set forth in
Appendi x A are hereby grant ed.

(© Pursuant to the authority contained in and subject to
the jurisdiction conferred upon the Federal Energy Regul atory
Conmi ssion by section 402(a) of the Departnent of Energy
Organi zation Act and by the Federal Power Act, particularly
sections 205 and 206 thereof, and pursuant to the Conmi ssion's
Rul es of Practice and Procedure and the regul ati ons under the
Federal Power Act (18 C.F. R, Chapter 1), a public hearing shal
be held concerning the justness and reasonabl eness of the 1SO s
proposed UDC Agreenents and the interimBlack Start Agreenent, as
di scussed in the body of this order

(D) The Chief Adnministrative Law Judge shall convene a
prehearing conference in Docket No. ER98-899-000, to be held
within approximately fifteen (15) days after the issuance of this
order, in a hearing roomof the Federal Energy Regul atory
Conmi ssion, 888 First Street, N E., Washington, D.C. 20426.

Such conference shall be held for the purpose of deternmining the
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(E) The Mdtions to Consolidate the UDC Agreenents with the
| SO s Cctober 31 proposed pro forma Agreement filing are hereby
di snmi ssed as noot .

(F) The 1SO s proposed interimBlack Start Agreenment filing
is hereby consolidated with the proceedings currently set for
hearing in Docket No. ER98-441-000, as discussed in the body of
this order. The Chief Administrative Law Judge, or the
adm nistrative | aw judge designated to preside in Docket No.

ERO8- 441- 000, as appropriate, shall determ ne procedures best
suited to accomopdat e consolidation of this docket with the
pendi ng proceedi ng.

(G SoCal Edison is hereby notified that the rate schedul e
designation for its Black Start Agreenent is as foll ows:

Southern California Edi sion Conpany
Rat e Schedul e FERC No. 338

All other rate schedul e designations will be assigned at a | ater
dat e.

By the Conmi ssion
( SEAL)

Li nnood A. Watson, Jr.
Acting Secretary.
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APPENDI X A

Notice of Intervention,
Motions to I ntervene and Protests

Docket No. ER98-899-000

California Department of Water Resources

California Manufacturers Association and the California Large
Energy Consuners Associ ation

Cities of Redding and Santa Clara, California and the MS-R
Publ i c Power Agency

City and County of San Francisco

City of Palo Alto, California

Los Angel es Departnment of Power and Water

Metropolitan Water District of Southern California

Modesto Irrigation District

Northern California Power Agency

Public UWilities Commission of the State of California

San Diego Gas and El ectric Conpany *

Southern California Edi son Conpany

Transni ssi on Agency of Northern California

Turlock Irrigation District *

Western Area Power Administration

10 -



Docket No. ER98-899-000, et al.

California Electricity Oversight Board

Los Angel es Departnment of Water and Power
Metropolitan Water District of Southern California
Modesto Irrigation District

Northern California Power Agency

Public UWilities Commission of the State of California
Pacific Gas and El ectric Conpany

San Diego Gas and El ectric Conpany

Southern California Edi son Conpany

Transni ssi on Agency of Northern California

Western Area Power Administration

Wl lians Energy Services Conpany

* Filed a notion to intervene out of tine.
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