California ISO Conformed Tariff as of January 12, 2001

IMPORTANT NOTE:

The Tariff is current through January 12, 2001; however, it does include tariff
sheets that the Commission has not yet acted upon'. For your convenience,
these tariff changes are shown in black-line form at the back of this binder at tab
entitied “BLACK-LINES INCORPORATED IN TARIFF.”

In addition, this Tariff also includes revisions to Section 28 of the Tariff proposed
in Amendment No. 31 to the California ISO Tariff and subsequently rejected by
the Commission San Diego Gas & Electric Company (Complainant) v, Sellers of
Energy and Ancillary Services into Markets Operated by the California,
Independent System Operator and the California Power Exchange (Respondents),
93 FERC 61,121 (November 1, 2001). Rehearing is pending.

For any subsequent tariff amendments, black-line tariff changes will be found on
the California ISO web site at www.caiso.com/pubinfo/FERC/filings.

! Amendment 30 was originally filed as ER00-3636-000, On October 5, 2000, FERC cancelled this docket number
and reassigned the amendment to Docket Nos. EL00-95-000 and EL00-98-000.



This Tariff iIncorporates all ISO Tariff revisions approved by the Federal Energy
Regulatory Commission { the Commission ) up to and including Amendment No. 32 to
the 1ISO Tariff, submitted in Docket No. ER01-313 on November 1, 2000, which was
accepted by the Commission on December 29, 2000, California Indspendent System
Operator, et al., 93 FERC { 61,337, and Amendment No. 33 to the {50 Tarltf, submitted
In Dockel No. ERD1-607 on December 8, 2000, and which was accepted by ths
Commisslon on an emergency basls on the same day. However, this Tarlff also
Includes revislons that the Commission has not yst acted upon from the following

fillngs:

+ Filing submitted In Docket No. ER00-1385 on May 1, 2000, to comply with the
Commission s order on Amendment No. 28, Callfornia indepsndent System
Opearator Corp. 80 FERC 1] 61,345 (2000)

» Flling submitted in Docket No. ER0D-2208 on July 14, 2000, to comply with the
Commission s order on Amendment No. 28, Callfornia Independeant System
Operator Corp. 81 FERC ¥ 61,256 (2000)

s Filing submitted In Docket No. ER00-2383 on July 31, 2000, and subsequently
modified on September 5§, 2000, to comply with the Commission s order on
Amendment No, 28 California Independent System Operator Corp. 91 FERC
61,324 (2000)

¢ Filing submitted in Docket No. ER01-819 on December 28, 2000, Amendment No.
34 to the Callfornia ISO Tariff (TAC Msthodology)

s Filing submitted in Docket No. ERD1-836 on December 28, 2000, and subsequently
maodifiad on January 12, 2001, Amendment No. 35 to the California 1SO Tariff
(Semi-Annual Flling)

*  Filing submitted to comply with the Commission s order in Docket No. EL00-85-000
et al., San Diego Gas & Electric Company v. Sellers of Energy and Ancillary
Services into Markets Operated by the California, Independent System Operator
and the California Powar Exchange, 93 FERC 1 61,294, (2000) on January 2, 2001

» Filing submitted in Docket No. ERD1-888-000 on January 4, 2001, Amendment No.
36 to the Californla 1SO Tarlff (Temporary Exemption from Creditworthiness
Requirement for Certaln Classes of Scheduling Coordinators)

Further, this Tariff also includes revisions to Section 28 of the Tariff proposed in
Amendment No. 31 to the California 1SO Tarlff and subsequently rajected by the
Commisslon San Diego Gas & Electric Company (Complainant) v. Sellers of Energy
and Ancillary Services into Markets Operated by the California, Independent System
Opsrator and the Callfornia Power Exchange (Respondents), 93 FERC {} 81,121
{(November 1, 2001) rehearing pending.
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Agreements, The New Participating TO shall assume responsibllity for paying al Scheduling
Coordinators charges regardless of whether the New Participating TO elects 1o become a

Scheduling Coordinator or obtains the services of a Scheduling Coordinator,

3.2 Transmission Expansion.

A Particlpating TO shall be obligated to construct all transmission addltions and upgrades within
its Service Area that are determinad to be needed in accordance with the requirements of this
Section 3.2. A Participating TO s obligation to construct such transmission additions and
upgrades shall be subject to: (1) its abllity, after making a good faith effort, to obtain all
nacessary approvals and property rights under applicable federal, state, and local laws and (2) the
presence of a cost recovery mechanism with cost responsibliity assigned in accordance with
Section 3.2.7. The obligations of the Participating TO to construct such transn}ission addltions or
upgrades will not alter the rights of any entity to construct and expand transmission facllities as
those rights would exist in the absence of the TO s obligations under this ISO Tariff or as those

rights may be conferred by the ISO or may arise or exist pursuant to this SO Tariff.
3.2.1 Determination of Need.

The IS0, a Participating TO, or any other Market Participant may determine the need for and
propose a transmission system addition. A transmission addition or upgrade is determined to be
needed where It would promote economic efficiency or maintain system reliability as set forth

below.

3.2.1.1 Economically Driven Projects. The determination that a transmission addition or

upgrade is needed to promote economic efficlency shall be made in any of the following ways:
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3.21.1.1 if the Particlpating TO or any party questions the economic need for the project
(except where the Project Sponsor commits fo pay the full cost of construciion) the proposal will

be submitted to the 1SO ADR Procedures for resolution.

3.2.1.1.2 Where a Project Sponsor other than the Participating TO commits to pay the full
cost of construction of a fransmission addition or upgrade and its operation, and demonstrates to
the ISO financial capabillity to pay those costs, such commitment and demonstration shall be
sufficient to demonstrate need. To ensure that the Project Sponsor Is financially able to pay the
costs of the project to be canstructed by the Participaling TO, the Participating TO may require
(1) a demonstration of creditworthiness {(e.g. an appropriate credit rating), or (2) sufficlent security
in the form of an unconditional and irrevocable letter of credit or other similar securlty sufficient to

meet Its responsibilities and obligations for the full costs of the transmission addition or upgrade.

3.2.1.1.3 Where a Project Sponsor asserts that a transmission addition or upgrads is
sconomically beneficial, but that Project Sponsor is unwilling to commit to pay the full cost of the
addition or upgrade; where (1) the proposed transmission sxpansion or upgrade was submitted to
the Participating TO but was not Included In the fransmission expansion plan of that Pariicipating
TO In accordance with Section 3.2.2 or (2) the operation date of the planned expanslon is not
acceptable to the 1SO or the Project Sponsor or (3) the Participating TO unreasonably delays
implementing or subsequently decides not to proceed with the project, the Project Sponsor may

submit its proposal fo the 1ISO ADR Procedure for determination of need. A determination of nead
shall bs made as follows:
3.2.1.1.3.1 The Project Sponsor shall include in Its proposal a showling: (1) that the

economic benefits of the proposed transmission addition or upgrade are expected fo exceed Its

costs (glving consideration to any reasonable alternatives to the
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construction of transmisslon additions or upgrades), and (2) a proposed pricing methodology for
the transmission upgrades that, to the extent practicable, assigns the costs of the planned

upgrades to the benaficiaries in proportion to their net benefits.

3.21.1.3.2 If neither any Market Participant nor the 1SO disputes the Project Sponsor s

showing, then the proposal Is determined fo be needed.

3.21.1.3.3 If any Market Particlpant or the 150 disputes the Project Sponsor s showing, then
if the proposed transmission addition or upgrade is determined to be needed, the disputing Market
Partlcipant, the IS0, or the Project Sponsor may submit to resolution through the 1ISO ADR
Procedure the Issues of (1) whether the transmission addition or upgrade is needed on the ground
that its economic benefits exceed its costs, (2) whether the beneficlaries of the transmission
addition or upgrade can reasonably be identified, and (3) If so, the identity of those beneficiaries
and their respective net benefits. If a Market Participant falls to ralse through tﬁe 1SO ADR
Procedure a dispute as to whether a proposed transmisslon addition or upgrade is needed, or as
to the Identity, if any, of the beneficiary, then the Market Participant shall be deemed to have
walved its right to raise such dispute at a later date. The determination under the ISO ADR
Procedure as to whether the transmission addition or upgrade s needed and the identity, If any, of

the beneficlaries, including any determination by FERC or on appeal of a FERC determination in

accordance with that process, shall be final.

3.2.1.2 Rellabllity Driven Projects. The ISO or the Participating TO, in coordination with the
ISO and Market Participants, through the coordinated planning processes of the WSCC and the
RTGs, will identify the need for any transmission additions or upgrades required to ensure system
reliability consistent with all Applicable Reliabllity Criteria. in making this determination, the

Participating TO and the 180, in coordination with the other

issued by: Roger Smith, Senior Regdlatory Counsel
Issued on: October 13, 2000 Effective: Octaber 13, 2000



CALIFORNIA INDEPENDENT SYSTEM OPERATOR CORPORATION

FERC ELECTRIC TARIFF
FIRST REPLACEMENT VOLUME NO. | Original Sheet No. 144

Market Participants, shall consider lower cost alternatives to the construction of fransmission
additions or upgrades, such as acceleration or expansion of existing projects, demand-s!de
management, remedial action schemes, constralned-on Generation, interruptible Loads or reactive
support. The Participating TO shall perform the necessary studies to determine the facilities
needed fo mest all Applicable Reliabliity Criteria. The Participating TO shali provide the SO and
other Market Participants with all information relating to a proposed transmission addition or
upgrade that they may reasonably request (other than information available to them through the
WSCC or RTG) and shall, through the WSCC or RTG coordinated planning processes, devslop
the scope of and assumptions for such studies that are acceptable lto the 1ISO and those other
Market Participants. The 1SO shall be fres to propose any transmission upgrades It deems
necessary to ensure System Rellability consistent with Applicable Rellability Criteria and subject
fo appropriate appeals, the TO shall be obligated to construct such lines. After the ISO
Operations Date, the ISO, in consultation with Participaiing TOs and any affected -UDCs. will work
fo develop a conslstent sst of reliability criterla for the 1SO Controlled Grid which the TOs will use

In their transmission planning and expansion studies or decislons.
3.2.2 Transmission Planning and Coordination.

The 1SO shall actively particlpate with each Particlpating TO and the other Market Participants in
the 1SO Controlied Grid planning process in accordance with the terms of this 1SO Tarlff and the

Transmission Control Agreement.

3.2.2.1 Each Participating TO shall develop annually a transmisslon expansion plan covering a
minimum five-year planning horizon for Its service area. Such Participating TO shall coordinate
with the ISO and other Market Participants in the development of such plan. The Participating TO
shali be responsible for ensuring that its fransmission expansion pian meets all Appiicable
ﬁeliablllty Criterla.
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3.2.2.2 The IS0 shall review the Participating TOs transmission expansion plans to ensure that
each Participating TO s expansion plans meet the Applicable Reliabliity Criteria. The Participating
TO will provide the necessary assistance and information as part of the coordinated planning
process fo the iSO to snable It to carry out its own studles for these purposes. If the {SO finds
that the Participating TO s plan or projects do not meet the Applicable Reliability Criterla, the 1SO
will provide comments and the Participating TO will reassess its plans, as appropriate. The 1SO
may also propose new projects or suggest project changes (e.g., timing, project size) for
consideration by the Participating TO. Changes or additions made by the 1SO and accepted by
the TO will be included in the Participating TO s expansion plan. Changes or additions not

accepted in the coordinated planning pracess will be resolved through the 1ISO ADR Procedure.

3.2.2.3 The Participating TO will act as a Project Sponsor for Participating TO proposed
econaomic or reliabllity projects that are included In its expansion plan. The Pa}ticipating TO shall
provide to the 1SO any Information that the !SO requires fo enable the 1SO to comply with WSCC

and RTG regional coordination requirements pursuant to Section 3.2.6.

3.2.2.4 The ISO will be a mamber of the WSCC and applicable RTGs (including WRTA) and
participate in WSCC s operation and planning commltteeé. and in the applicable RTG coordinated
planning process. No Participating TO, Market Participant nor the 1SO shall take any position

before the WSCC or an RTG that is inconsistent with a binding decision reached through the I1SO

ADR Procedure.
3.2.3 Studies to Determine Facilities to be Constructed.

Where a Particlpating TO Is obiigated to construct or expand facilities in accordance with this 1SO

Tariff or where the ISO or any Market Participant raquests that a Facility Study be
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carrled out, the Participating TO (in coordination with the 1SO or the relevant Market Participants
as the case may require), shall parform the necessary study or studies to determine the

‘.- appropriate facllities to be constructed in accordance with the terms set forth In the TO Tariff. The
scope of and assumptions for any studies requested by Market Participants sponsoring &
transmission addition or upgrade on economic grounds shall be acceptable to the Project
Sponsors and the 1SO. Any dispute relating to a Facllity Study Agreement (including any dispute
over the scape of the study or Its assumptions) shall be resolved through the ISO ADR

Procedures,
3.2.4 Operational Review.

The S0 will perform an operational review of all facliities that are {o be connected to, or made part
of, the ISO Controlled Grid to ensure that the facllities being proposed provide for acceptable
operating flexibillty and meet all lts requirements for proper integration with the 18O Controlled
Grid. If the 1SO finds that such facilities do not provide for acceptable operafing fexibility or do not
adequately integrate with the ISO Controlled Grid, the Participating TO will reassess its

determination of the facllities required to be constructed.

3.2.5 State and Local Approval and Property Rights. .

3.2,5.1 The Participating TO shall be obligated to make a good falth effort to obtain all approvals
and property rights under applicable federal, state and local laws that are necessary to complete
the construction of transmisslon additions or upgrades required to be constructed in accordance
with thls 1SO Tariff. This obligation includes the Particlpating TO s use of eminent domain

authority, where provided by state law.

3.2.5.2 if the Participating TO cannot secure any such necessary approvals or property rights and

consequently is unable to construct a transmission addition or upgrade, it shall
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promptly notify the 1ISO and the Project Sponsor and shall comply with its obligations under the
TO Tariff to convene a technical meeting to evaluate alternative proposals. The 1SO shall take
such action as if reasonably conglders appropriate, in coordination with the Partlcipating TO, the
Project Sponsor (if any) and other affected Market Participants, to facllitate the deveiopment and

evaluation of altemative proposals including, where possible, conferring on a third party the right to

3.2.5.3 Where it is possible for a third party to obtain all approvals and property rights under
applicable federal, state and local laws that are necessary to complete the construction of
fransmission addltions or upgrades required to be constructed in accordance with this 1SO Tariff
(Including the use of eminent domain authority, where provided by state law) the 1SO may confer
on a third party the right to bulld the transmisslon addition or upgrade which shall enter into the

Transmission Control Agreement In relation to such transmission addition or upbrade.

3.2.6 WSCC and RTG Coordination.
The Project Sponsor will have responsibility for completing any applicable WSCC or RTG regional
coordination and rating study requirements fo ensure that a proposed transmission addition or

upgrade meets reglonal planning requirements. The Project Sponsor may request the

Participating TO to perform this coordination on behalf of the Project Sponsor at the Project

Sponsor's expense,
3.2.7 Cost Responsibility for Transmission Expansions or Upgrades,

Cost responsibility for fransmission additions or upgrades constructed pursuant to this Section

3.2 (including the responsibllity for any costs incurred under Section 3.2.8) shall ba determined as

follows:
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3.2.7.1 Where a Project Sponsor commits to pay the full cost of a transmisslon addition or

upgrade as set forth in Section 3.2.1.1.2, the fuil costs shall be borne by the Project Sponsor.

3.2,7.2 Where the need for a transmisslon addition or upgrade is determined by the ISO or as a
result of the 1SO ADR Procedure as set forth in Section 3.2.1.1.3, the costs shall be borne by the
beneficlarles, in the approximate relative proportions by which they beneflt, If those beneficiaries

and such proportions can reasonably be determined.

3.2.7.3 If specific beneficlaries cannot be reasonably identified then the cost of the transmission
addltion or upgrade borne by the Participating TO that Is the owner of the transmission addition or
upgrade shall be refiected in its Access Charge. Each of the Project Sponsors and specifically

identified beneficlaries shall be entitled to receiva:

(a) its share of the Wheeling revenues attributable to the transmission addltion or upgrade
which shall be allocated to each of the Project Sponsors and specifically identified
bensficiaries In the proportion that the cost of the transmission addition or upgrade bome

by it bears to the total cost of the transmission addition or upgrade; and

(b} a share of any Congestlon Charges for the use of a Congested Inter-Zonal interface of
which the transmisslon addition or upgrads forms part in the proportion that the
incremental transmission capacity of the Inter-Zonal Interface the cost of which has been

allocated to It bears to lts total transmission capacity

3.2.7.4 Once 2 New Particlpating TO has executed the Transmission Control Agreement and it
has become effective, the cost for New High Voltage Facliities for all Participating TOs shall be
included In the 1SO Grid wide component of the High Voltage Access Charge in accordance with

Schedule 3 of Appendix F. The
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Participating TO who Is supporting the cost of the New High Voltage Facility shall include such
costs In its High Voltage Transmisslon Revenue Requirement, regardless of which TAC Area the

facility is geographlically located.
3.2.8 Ownership of and Charges for Expansion Facllities.

3.2.8.1 All transmission additions and upgradas constructed in accordance with this Section 3.2
shall form part of the ISO Controfied Grid and shall be operated and maintained by a Participating

TO in accordance with the Transmission Control Agreement.

3.2.8.2 The Participating TO which owns or operates transmission additions and upgrades
constructed In accordance with this Section 3.2 shall provide access to them and charge for thsir

use in accordance with this ISO Tarlff and the TO Tariff.
3.2.9 Expansion by Local Furnishing Participating TOs.

Notwithstanding any other provislon of this 1SO Tarlff, a Local Fumnishing Participating TO shall not
be obligated to construct or expand facliities, (including interconnection facliities as described in
Seclion 8 of the TO Tariff) unless the 1SO or Project Sponsor has tendered an application under
FPA Section 211 that requests FERC to issue an order directing the Local Furnishing TO to
construct such faclilties pursuant to Section 3.2 of the ISO Tarlff. The Local Furnishing TO shall,
within 10 days of receiving a copy of the Section 211 application, waive its right to a request for
service under FPA Section 213(a) and to the Issuance of a proposed order under FPA Section
212(c). Upon receipt of a final order from FERC that is no longer subject to rehearing or appsal,

such Local Furnishing TO shall construct such facllities in accordance with this Section 3.2.
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12.6 Payments.

Any payments agraed to between Market Participants and the !SO as a result of an audit, or directed by
FERC, or discipsed by the IS0 in reviews of Its own books and records shall include interest computed
at the rate calculated in accordance with the methodology specifled for Interest on refunds in FERC s
regulations at 18 C.F.R § 35.19(a)(2){lil) {(as amendad from time to time) from the due date to the date

such adjustments ara due.

13. DISPUTE RESOLUTION,
1341 Applicabllity.

13.1.1  General Applicabllity.

Except as limited below or otherwlse as limited by law (including the rights of any party to flle a
complalnt with FERC under the relevant provisions of the FPA), the ISO ADR Procedures shall apply 1o
all disputes between parties which arise under the I1SO Documants excapt where the daclslion of the

iSO Is stated in the provisions of this ISO Tarlff io be final, The ISO ADR Procedures shall not apply to:

13.1.1.1 Disputes arising under contracts which pre-date the ISO Operations Date, except as the

disputing parties may otherwise agree;

13.1.1.2 Disputes as to whether rates and charges set forth in this 1SO Tariff are jusi and

reasonable under the FPA,
13.1.2 Disputes invoiving Government Agencies.

13.1.2.1 If a perly o a dispute is a govemment apency the procedures hersin which provide for tha
resoiution of claims and arbltraflon of disputes are subjsct to any limitations imposed on the agency by
taw, Including but not limited to the authority of the agency to effect a remedy. If the governmental agency

Is a federal entity, the procedures

Issued by: Rogsr Smith, Senior Regulatory Counsal
Issued on: Oclober 13, 2000 Effective: October 13, 2000



CALIFORNIA INDEPENDENT SYSTEM OPERATOR CORPORATION
FERC ELECTRIC TARIFF
FIRST REPLACEMENT VOLUME NO. | Original Sheet No., 270

hereln shall not apply to disputes involving issues aerising under the United States Constitution.

13.1.3 injunctive and Declaratory Relief.

Whare the court having jurlsdiction so determines, use of the 1SO ADR Procedures shall not be a

condition pracedent to & court action for injunctive relief nor shall the provisions of Califomnia Code

of Civil Procedures sections 1281 st seq. épply to such court actions.
13.2  Negotlation and Mediation.

13.2.1 Negotiation,

The ISO and Market Participants {parly or parties) shall make good-falth efforts fo negotiate and
resolve any dispute between them arlsing under SO Documents prior to invoking the [SO ADR
Procedures outlined herein. Each party shall designate an individual with authority to negofiats

the matter in dispute to particlpate In such negofiations.

13.2,2 Statement of Claim.

in the event a dispute Is not resolved through such good-falth negotiations, any one of the parties
may submit a statement of claim, in writing, to each other disputing party, the ISO ADR
Commiftee, and the 1SO Govarning Board, which submission shall commencs the 1SO ADR
Procedures. The statement of claim shall set forth in reasonable detall (1) each claim, (i} the relief
sought, Including the proposed award, if appiicabls, (iil) a summary of the‘grounds for such relief
and the basls for each claim, (v} the parties to the dispute, and (v) the individuals having
knowledge of each claim. The other parties to the dispute shall similarly submit their respective
statements of claim within fourteen (14) days of the dale of the inltial statement of claim or such
longer period es the chalr of the ISO ADR Committee may permit following an application by the

responding party. If any responding party
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wishes {o submit a counterclaim In response to the statement of claim, It shall be Included In

such party's responsive statement of claim. A summary of the statements of claim shall be
published by the IS0 in the ISO newslstter or WEnst, and any other method adopled by the 1SO
ADR Committee. No Market Perticipant shall be considered as having racelved notice of a ciaim

decided or relief granted by a decision made under these procedures unless the summary of the

statemants of claim published by the ISO includes such claim or relief.

13.2.3 Selection of Mediator.

After submission of the statemants of claim, the parties may raquest mediatian, If at ieast 75% of
the disputing parties so agree, except that whers a dispute Involves three parties, at least two of
the parties must agree to mediation. If the parties agree to mediate, the chalr of the [SO ADR
Committee shall distribute to the parties by facsimile or other slactronic means a list containing
the names of at least seven prospective mediators with mediation experience, ‘or with technical or
business experlence in the electric power Industry, or both, as he or she shall deem appropriate
to the dispute. The parties shall sither agree upon a mediator from the list provided or from any
alternative source, or altemate in striking names from the list with the last name on the Hst
becoming the mediator. The first parly to strike off a name from the list shall be determined by
lot. The parties shall have seven days from the date of receipt of the ISO ADR Committee chair's
list of prospective mediators to complete the mediator selection process and appolnt the mediator,
unless the time is exlended by mutual agreement. The mediator shall comply with the

requirements of Sectlon 13.3.2.
13.2,.4 Mediation.

The medlator and representatives of the disputing partles, with authority to settie the dispute, shall

within fourteen (14) days after the mediator's date of appointment schedule a
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dats to medlate the dispute. Matters discussed during the mediation shall be confidentfal and
shall not be referred to in any subsequent proceading. With the consant of all disputing partles, &
) resolution may include referring the dispute directly to 8 fechnical body (such as a WSCC
tachnical advisory panel) for resolution or an advisory opinion, or refarring the dispute directiy fo
FERC. The ISO shall publish notice of the referral of the dispute in the ISO newsletter or WEnet,

and any other method adopted by the ISO ADR Commilttee.

13.2.5 Demand for Arbitration.

If the dispufing partles have not st.;cceeded in negotiating a rasoiution of the dispute within thirty
(30) days of the Initial statement of claim or, If within that period the parties agreed to mediate,
within thirty (30) days of the parties first meeting with the mediator, such parties shall be desmsd
fo be at impasse and any such disputing party may then commence the arbitration process,
unless the parties by mutual agreement agree (o extend the timse. A party sasklné arbltration
shall provide notice of its demand for arbitration to the other disputing parties, the ISO ADR
Committes and the 1SO Goveming Board, which shall publish notice of such demand in the 1SO

newsletter or electronic bulietin board, and any other method adopted by the 1SO ADR

Committee,
13.3  Arbitration.
13.3.1 Selection of Arbitrator.

13.3.1.4 Disputes Under $1,000,000. Where the total amount of claims and
countercialms in controversy Is less than $1,000,000 (exclusive of costs and Interast), the
disputing parties shall select an arbltrator from a list containing the names of at least 10 quallfied
individuals supplied by the 1ISO ADR Committes, or if the ISO Is a party to the dispute, the names
of at least ten (10} quallfied individuals suppfied by the American
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Arbltration Association within 14 days following submisslon of the demand for arbltration. If the
pariies cannot agree upon an arbifrator within the stated time, they shall take tums striking names
from the list of proposed arbitrators. The first party to strike-off 8 neme shall be qetennlnaci by lol.
This process shall be repeatad untll one name remalns on the list, and that individual shall be the
designated arbitrator.

13.3.1.2 Disputes of $1,000,000 or Over. Where the total amount of claims and
counterclalms in controversy Is $1,000,000 or more (exclusiva of interest and costs), the disputing
partles may agree on any person to serve as a single arbltrator, or shall endeavor in good falth to
agree on & single arbitrator from a llst of ten (10) qualified Individuals provided by the 1SO ADR
Committee, or If the ISO is a party to the dispute, the names of at least ten (10} qualified
individuals supplled by the American Arbitration Assoclation within fourteen (14) days foliowing
submission of the demand for arbitratlon. {f the parties are unable to agree on & single arbltrator
within the stated time, the party or partles demanding arbitration, and the party or parties
responding to the demand for arbitration, shatl each designate an arbltrator. Each designation
shall be from the ISO ADR Commilttes list of arbitrators no later than the tenth (10th) day

thereafter. The two arbifrators so chosen shall then choose a third arbitrator.
13.3.2 Disclosures Required of Arbitrators.

The designated arbltrator{s) shall be requlrad to disclose to the parties any circumstances which
might preclude him or her from rendering an objective and impartial determination. Each

designated arbitrator shali disclose:
13.3.2.1 Any diract financlal or personal Interest in the outcome of the arblfration;

13.3.2.2  Any information required to be disclosed by California Code of Civil Procedure Section

1281.9.; and
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13.3.2.3 Any existing or past financlal, business, professional, or personal interest that
are likely to affect Impartiafity or might reasonably create an appearance of partiality or bias. The

' designated erbltrator shall disclose any such rslationships that he or she personally has with any
parly or its counsel, or with any Individual whom they have been told will be a witness, They
should also disclose any such relationship involving membare of their famllies or their current
employers, partners, or business assoclates. Al designated arbitrators shall make a reasonable
effort to inform themselvas of any interasts or relaﬁdnshlps described above. The obligation to
disclose Interests, relationships, or circumstances that might preciude an arbltrator from rendering
an objective and Impartlal determination is a continuing duty thal requires the arbitrator to
disclose, at any stage of the arbitration, any such interests, relationships, or clrcumstar{ces that
arise, or are recalled or discovered. If, as a result of the continuing disclosure duty, an arbitrator
makes a disclosure which is itkely to affect his or her partlality, or might reasonably create an
appearance of pariiality or blas or If a party independently discovers the existence'of such
clrcumstances, a party wishing to object to the continuing use of the arbitrator must provide
writtan notice of its objection fo the other parties within ten {10) days of recelpt of the arbitrator's
disclostife or the data of a party's discovery of the circumstances glving rise t;: that parly's
objection. Fallure to provide such nolice shall be deemed a walver of such objection. if a pary
fimely provides a notice of objection to the continuing use of the arbitrator the parties shall attempt
to agree whether the arbltrator should bs dismissed and replaced In .the manner described in
Section 13.3.1. If within ten (10) days of a party's objection notice the parties have not agread

how to proceed the matter shall be referred to the ISO ADR Committse for resolution,
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13.3.3 Arbitration Procedures,

The 1ISO ADR Committee shall complie and make avallable ta the arbiirator ahd the parties
standard procedures for the arbliration of disputes, which procedures (f) shall Include provision,
upon good cause shown, for intervention or other participation In the proceeding by any party
whose Inferests may be affected by Its outcome, (I} shall conform to the requirements specified
hereln, and (i) may be medified or adopted for use in a particular proceeding as the arbitrator
deems appropriate, in accordance with Section 13.3.4. The procedures adopted by the ISO ADR
Committes shall be based on the latest edifion of the American Arbltration Assoclation
Commercial Arbltration Rules, to the extant such rulss are not Inconsistent with this Secfion 13.

Except as provided herein, all parties shall be bound by such procedures.

13.3.4 Modification of Arbitration Procedures.

in determining whether to modify the standard procedures for use in the pending matter, tha
arbltrator shall consider (f) the compiexity of the dispute, (if) the extent o which facts are
disputed, (ill) the extent to which the credibllity of wiinesses Is relevant to a resolutiop, (iv) the
amount in controversy, and (v) any representations made by the parties. Alternatively, the parties
may, by mutual agreement, modify the standard procedures. In the event of a disagresment
between the arbltrator and the agreement of the parties regarding arbitration procadures to be

utilized, the parties’ agresment shall prevail.

13.3.5 Remedies.

13.3.5.1 Arbitrator's Discretion. The arbitrator shall have the discretion to grant the rellef
sought by a party, or detarmine such other remedy as is appropriate, unless the parties agrse to
conduct the arbitration "baseball” style. Unless otherwise expressly limited herein, the arbitrator
shall have the authority to award any ramedy or relief available

issued by: Ropger Smith, Senlor Regu]atory Counsel

issued on: October 13, 2000 Effective: October 13, 2000



CALIFORNIA INDEPENDENT SYSTEM OPERATOR CORPORATION

FERC ELECTRIC TARIFF
FIRST REPLACEMENT VOLUME NO. ) . Original Sheet No. 276

from FERC, or any other couri of competent jurisdiction. Where any ISO Document leaves any
matier to be agreed between the parties at some futuré time and provides that In defauit of

! agreament the matter shall be referred to the ISO ADR Procedures, the arbitralor shall have
authority to declde upan the tarms of the agreement which, In the arbltrator s opinion, It is
raasonable that the parties should reach, having regard to the other terms of the |SO Document

concerned and the arbitrator s opinion as to what Is fair and reesonable in all the clrcumstances.

13.3.5.2  "Baseball" Arbitration. If the parties agree to conduct the arbitration "basaball"
style, the parties shall submit to the arbltrator and exchange with aach other thelr last best offers
in the form of the award they consider the arbltrator should make, not less than seven (7) days in
advance of the date fixed for the hearing, or such other date as the arbltrator may dscide. If a
party falls to submit Its last bast offer in accordance with this Section, that party shall be deemed
to have accepted the oifer proposed by the other parly. The arbitrator shall be limited to awarding

only one of the proposed offsrs, and may not determine an elternative or compromise remedy.

13.3.8 Summary Disposition.

The procedures for arbitration of a dispute shall provide a means for summary disposition of a
demand for arbltration, or a response to a demand for arbitration, that in the reasoned opinion of
the arbltrator does not have a good faith basis in elther law or facl. If the arbitrator determines that
a demand for arbltration or response to a demand for arbliration does not have a good falth basls
in sither law or fact, the arbitrator shall have discretion to award the costs of the time, expenses,
and other charges of the arbitrator to the prevailing party. A determination made under this

Section is sublect to appeal pursuant to Section 13.4.
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13.3.7 Discovery Procedures.

The procedures for the arbltration of a dispute shall include edequate provision for the discavery of
relevant facts, Including t'he taking of testimony under oath, production of documents and other
things, the presentation of evidencs, the taking of samples, conducting of tests, and inspection of
land and tanglible items. The nature and extent of such discovery shall be determined as provided
harein and shall take into account {) the complexity of the dispute, (lI} the extent to which facts
are disputed, (iif) the extent to which the credibllity of witnesses Is relevant to a resolution, and
{iv) the mount in controversy. The forms and methods for taking such discovery shall be as

described In the Federal Rules of Givil Procadure, except as modified pursuant to Section 13.3.4.

13.3,8 Evidentiary Hearing.

The arbitration procedures shall provide for an evidentlary hearing, with provision far the cross-
sxamination of witnesses, unless all parties consent to the resolution of the matter on the basis of
g writien record. The forms and methods for taking evidence shall be determinad by the
arbitrator(s) and modified pursuant to Section 13.3.4. The arbitrator may require such written or
other submissions from the parties as he or she may deem apprapriate, including submission of
direct and rebuttal testimony of witnasses in written form. The arbitrator may exclude any

evidence that Is Irrelevant, Immaterial, unduly repetitious or prejudicial, or privileged. The arbitrator

shall compile a complete evidentiary record of the arbitration which shall be avallable to the parties
on its completion upon request.
13.3.9 Confidentiality.

Subject lo the other provisions of this 1SO Tarlff, any party may claim that information contained in

a document otherwise subject to discovery Is "Confidantial” if such
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Information would be so characterized under the Federal Rules of Evidance. The party making
such claim shall provide to the arbitrator in writing the basis for Its assertion. If the claim of

" confidentiality Is confirmed by the arbltrator, he or she shall establish requirements for the
pratection of such documents or other information designated as "Confidential” as rﬁay be
reasonable and necessary to protect the confidentiality and commerclal value of such informatian.
Any party disclosing information in violation of these provisions ar raquirements established by the
arbitrator, unless such disclosure is required by faderal or state Isw or by a court order, shall
thereby waive any right o introduce or otherwise use such Information in any Judicial, regulatory,

or other legal or dispute resolution proceeding, including the proceeding in which the Information

was obtained.

13.310 Timetable.

Promptly after the appointment of the arbitrator, the arbitrator shall set a date for the lssuance of
the arbltration daeclision, which shall be no later than six months (or such date as the parties and
the arbltrator may agree) from the date of the appointment of the arbltrator, with other dates,
including the dates for an evidenfiary hearing or other final submissions of evidencs, set in light of
this date. The date for the evidentiary hearing or other final submission of evidence shall not be
changed, absent extraordinary circumstances. The arbltrator shall have the power to impose

sanctions, including dismissal of the procesding, for dilatory tactics or undue delay in completing

the arbitration proceedings.
13.3.11 Decislon.

13.3.11.1 Except as provided below with respect to "baseball” style arbitration, the arbltrator
shell issue a written declsion granting the relief requested by one of the partles, or such other
(emedy as is appropriate, If any, and shall Include findings of fact and law. The arbltration

declsion shall ba based on (j) the evidence in the record, (ll} the terms of
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the relevant SO Documents, (iil) appticable United States federal law, Including the FPA and any
applicable FERC regulations and decisions, and interational treaties or agreements as
applicable, and (Iv) applicable state law. Additlonatly, the arblfrator may consider ralevant
decisions in previous arbitration proceedings. A summary of the disputed matter and the
arbltrator's dacision shall be published in an IS0 newslatter or electronic bulletin board and any

other method adopted by the 1SO ADR Commities, and maintained by the ISO ADR Commitiee.

13.3.11.2 In arbltration conductad "baseball” style, the arbitrator shall issue a written decision
adopting one of the awards proposed by the partles, and shall Include findings of fact and law.
The arbltration decislon shall be based on () the evidence In the record, (If) the terms of the
relevant ISO Documents, (lli) applicable United States federal law, Including the FPA and any
applicable FERC regulations and decislons, and intemational treaties or agreements as
applicabls, and (iv) applicable state law. If the arblirator concludes that no proposed award is
consistent with the factors enumerated In (i} through (iv) above, or addresses all of the Issues in
dispute, the arbitrator shall speclfy how each proposed award Is deficlent and direct that the
parties submit new proposed awards that cure the Identified deficlencies. A summary of the
disputed matter and the arbltrat.or‘s decision shall be published In an IS0 newsletter or electronic
bulletin board, and any other mathod adopted by the ISO ADR Committee. An award shall not be

deemed to be precedential.

13.3.11.3 Where a panel of arbitrators Is appointed pursuant to Section 13.3.1.2, a majority of
the arbltrators must agree on the decision.

13.3.12 Compiliance.

Unless the arbltrator's decision is appsaled under Section 13.4, the disputing parties shall, upon

recelpt of the declslon, immediately take whatever action iIs required to comply with
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the award fo the extent the award does not require regulatory action. An award that is not

appealed shall be deemed to have the same force and effect as an order entered by the FERC or

' any court of competent Jurisdiction.

13.3.13 Enforcement.

Following the expiration of the time for appeal of an eward pursuant to Section 13.4.3, any party

may apply to FERC or any court of competent jurisdiction for entry and enforcement of judgment

based on the award.

13.3.14 Costs,

The costs of the ime, expenses, and other charges of the arblirator shall be bome by the parties
to the dispute, with each side on an arbitrated issue bearing its pro-rate share of such costs, and
each party to an arbliration proceeding bearing its own costs and fees. if the arbltrator dstermines
that a demand for arbltration or response to a demand for arbliration was made in iaad faith, the
arbitrator shall have discretion to award the costs of the time, expenses, and other charges of the
arblfrator to the prevalling party. Notwithstanding the above, at the discration of the arbltrator, the
winning party in any dispute which has resulled in the enforcemant of an important right affecting
the public Interest shall not be requirad to pay any of the costs of the arbltrator and mlay recover
such of Its own reasanable attormey fees, expert witness fees and other reasonable costs from the
losing party to the dispute if (a) a significant benefit, whather pscunlary or non-pscuniary, has
been conferred on the general public, (b) the necessity and financial burden of private enforcement

are such as to make the award appropriate, and (c) such fees should not, in the Interest of justice,

be paid aut of the recovery.
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13.4  Appeal of Award.

13.4.1 Basls for Appeal.

A parly may apply to the FERC or any court of competant Jurisdiction to hear an appeal of an
arbltration award only upon the grounds 1hat the award is contrary to or beyond the scops of the
relevant }S0 Documents, United States federal law, including, without limitation, the FPA, and eny
FERC regulations and declsions, or state law. Appeals shall, unless otherwlse ordered by FERC

or the court of competent jurisdiction, conform to the procédural limitations set forth in this

Section 13.4.

13.4.2 Appellate Record.

The partles intend that FERC or the court of compstent jurisdiction should afford substantlal
deference to the factual findings of the arbitrator. No party shall seek to expand the record before
the FERC or court of competent jurisdiction beyond that assembled by the arbitrator, except {i) by
making refarence to iagal authority which did not exist at the time of the arbitrator's decislon, or

(1) if such party contends the decislon was based upon or affected by fraud, collusion, corruption,

misconduct or misrepresentation.
13.4.3 Procedures for Appeals.

13.4.3.1 If a party to an arbitration desires to appeal an award, It shall provide a notice of
appeal to the ISO Governing Board, all parties and the arbitrator within 14 days following the date
of the award. The appealing party must likewise provide notice to the IS0 ADR Commities, which
shall publish notice of the appeal in an 1ISO newsletier or on WEnet, and any other mathod

adopted by the ISO ADR Committes.
Within ten (10) days of the filing of tha notice of appeal, the appealing party must file an
appropriate application, petition or motion with the FERC to trigger review under the FPA
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or with a court of compstent jurlsdiction. Such filing shall state that the subject matter has been

the subject of an arbltration pursuant to the relevant ISO Documsnt,

13.4.3.2 Within 30 days of filing the notice of appeal (or such perlod as FERC or the court
of competant jurisdiction may specify) the appellant shall file the complete evidentiary record of
the arbitration and a8 copy of the award with FERC or with the court of compstent jurisdiction. The

appellant shall serve coples of a description of all materials Included In the submitted evidentiary
record,

13.4.4 Award Implementation,

Implementation of the award shall be deemed stayed pending an appeal unless and until, at the
request of a party, the FERC or the court of competent jurisdiction to which an appseal has been

flied, issues an order dissolving, shortening, or extending such stay. Howsver, a summary of

each appeal shall be published In an ISO newsletter or electronic bulletin board, and any other
method adopted by the ISO ADR Commitise.
13.4.5 Judicial Review of FERC Orders.

FERC orders rasulting from appsals shall be subject to judicial review pursuant to the FPA.
13.5 Allocation of Awards Payable by or to the 1SO.

13.5.1 Allocation of an Award.

If the ISC must pay an award {0 a party pursuant to good faith negotiations or the 1SO ADR
Procedures, the ISO will recover the amount of the award from Market Participants and
Scheduling Coordinetors. [f the ISO racelves an award from & party pursuant to good faith
nagotiations or the SO ADR Procedures, the ISO will flow back the amounit of the award to

Market Participants and Scheduling Coordinators.
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13.56.2 Timing of Adjustments.

Upon detarmination that an award is payable by or {o the ISO pursuant t.o good faith negotlations
or the 1SO ADR Procedures, tl';e 1SO shall caiculate the amounts payable to and recsivable from
the party, Market Participants, and Scheduling Coordinators, as soon as reasonably practical,
and shall show any required adjustments as a deblt or a credit in a subqequenl Preliminary

Ssttlement Statement.
13.5.3 Method of Allocation,

13.5.3.1 Allocation to Market Participants.

The I1SO will use best afforts to determine which Market Participant{s} Is or are responsible for
and/or bensfit from payment of an award by or to the ISO and to allocate receipt of or payment for
the eward equitably to such Market Participant(s). In undertaking the allocation, the 130 shall
consider the extent of a Market Participant s participation In affected markets and the 1SO Tariff in
sffact on the applicable Trading Day(s}), and may consider any othar relevant factor, including but

not limited to, applicable coniracts.
13.5.3.2 Residual Amounts.

Any awards for which the 1SO Is unable to identify Market Particlpants in accordance with
13.6.3.1 and any award amounts that the 1SO is unable to collect that are not covered by Section

11.16.1 will be aliocated to all Scheduling Coordinators through Neutrality Adjustments.
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