January 13, 2003

Attn: Commission’s Docket Office
California Public Utilities Commission
505 Van Ness Avenue

San Francisco, CA 94102

RE:  Docket # 1.00-11-001, Clarification to the January 9, 2003, Prehearing Conference
Statement of the California Independent System Operator

Dear Clerk:

Enclosed for filing please find an original and eight copies of the Clarification to the January 9,
2003, Prehearing Conference Statement of the California Independent System Operator
Corporation in Docket # 1.00-11-001. Please date stamp one copy and return to California ISO in
the self-addressed stamped envelope provided.

Thank you.

Sincerely,

Jeanne M. Solé
Regulatory Counsel

Cc: Attached Service List



PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

Order Instituting Investigation into )

implementation of Assembly Bill 970 regarding ) 1.00-11-001
the identification of electric transmission and )
distribution constraints, actions to resolve those)
constraints, and related matters affecting the )

reliability of electric supply. )
)
CLARIFICATION TO THE JANUARY 9, 2003, PREHEARING CONFERENCE
STATEMENT
OF THE

CALIFORNIA INDEPENDENT SYSTEM OPERATOR

Charles F. Robinson, General Counsel
Jeanne M. Sol¢, Regulatory Counsel
California Independent System Operator
151 Blue Ravine Road

Folsom, CA 95630

Telephone:  916-351-4400

Facsimile: 916-351-2350

Attorneys for the
California Independent System Operator

Dated: January 13, 2003
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PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

Order Instituting Investigation into )
implementation of Assembly Bill 970 regarding ) 1.00-11-001
the identification of electric transmission and )

distribution constraints, actions to resolve those)

constraints, and related matters affecting the )

reliability of electric supply. )

)

CLARIFICATION TO THE JANUARY 9, 2003, PREHEARING CONFERENCE
STATEMENT
OF THE
CALIFORNIA INDEPENDENT SYSTEM OPERATOR

On January 9, 2002, the California Independent System Operator (“CA ISO”) submitted
a Prehearing conference (“PHC”) statement in the above captioned docket. London Economics
International, LLC (“LEI”) has raised with the CAISO, the possibility that the statement might
be misread to imply that the modeling software, PooIMOD, is inherently incapable of delivering
credible results. The CAISO seeks to clarify that the concerns it raised about PooIMOD pertain
solely to its simplified representation of the Western Interconnection. The CA ISO and LEI are
still investigating the extent to which this simplification would impact the overall study results
and whether such impact is significant. However, this can ultimately only be determined by
conducting an identical analysis with software having a more detailed representation of the
Western Interconnection and cross-comparing the results. The CAISO and LEI concur that it
would be prudent to make such a comparison before presenting definitive results as to a specific

investment — Path 26 — to the Board.
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PoolMOD was selected for testing the proposed evaluation methodology using the Path
26 expansion plan as a specific case study because this software was readily available and could
be tailored to specific aspects of the methodology within a reasonable time horizon and at a
reasonable cost. The cost of licensing and then tailoring alternative software products was
deemed to be unwarranted, particular at a time of considerable uncertainty over future market
rules and, hence, the best models for representing them. The CAISO, and LEI in supporting the
use of PooIMOD, recognize that models are designed to address specific tasks, and this involves
compromises. PooIMOD is designed to model long time periods, to commit and dispatch hydro
using a pricing model (as opposed to ‘peak shaving’), and to incorporate systematic bid markups
to represent the effect of strategic behavior. A simplified transmission representation facilitates
the incorporation of these features. Other models may embody different simplifications, which
may make some of them less suited to modeling long time periods and incorporating strategic

bidding.
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As pointed out pointed in its PHC statement, the CAISO and LEI concur that additional
scenario analysis, beyond what could be accomplished by February, would also be necessary to
increase the robustness of the results. In addition, further analysis of several other aspects of the
methodology, (specifically, approaches to modeling long-term new generation entry, strategic
bidding, and the approach for assigning probability weights to individual scenarios) is advised

before viewing results on Path 26 as sufficient for making a formal recommendation.

January 9, 2003 Respectfully Submitted:

By:
Jeanne M. Solé

Attorney for

California Independent System Operator

Charles F. Robinson, General Counsel
Jeanne M. Sol¢, Regulatory Counsel
California Independent System Operator
151 Blue Ravine Road

Folsom, CA 95630

Telephone:  916-351-4400

Facsimile: 916-351-2350

Attorneys for
California Independent System Operator
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RICHARD ESTEVES

SESCO, INC.

77 YACHT CLUB DRIVE, SUITE 1000
LAKE HOPATCONG, NJ 7849

SAM DE FRAWI

NAVY RATE INTERVENTION

1314 HARWOOD STREET, SE
WASHINGTON NAVY YARD, DC 20374-5018

DAVID M. NORRIS

ATTORNEY AT LAW

SIERRA PACIFIC POWER COMPANY
6100 NEIL ROAD, PO BOX 10100
RENO, NV 89520

CASE ADMINISTRATION

LAW DEPARTMENT

SOUTHERN CALIFORNIA EDISON COMPANY
2244 WALNUT GROVE AVENUE, ROOM 321
ROSEMEAD, CA 91770

STEVEN C. NELSON
ATTORNEY AT LAW
SEMPRA ENERGY

101 ASH STREET

SAN DIEGO, CA 92101-3017

CARL C. LOWER

THE POLARIS GROUP

717 LAW STREET

SAN DIEGO, CA 92109-2436

MARY TURLEY

REGULATORY CASE ADMINISTRATOR
SAN DIEGO GAS & ELECTRIC CO.

8315 CENTURY PARK COURT - CP22D
SAN DIEGO, CA 92123-1550

HAL ROMANOWITZ

OAK CREEK ENERGY

14633 WILLOW SPRINGS ROAD
MOJAVE, CA 93501

KATE POOLE

ATTORNEY AT LAW

ADAMS BROADWELL JOSEPH & CARDOZO
651 GATEWAY BOULEVARD, SUITE 900
SOUTH SAN FRANCISCO, CA 94080

MARCEL HAWIGER

ATTORNEY AT LAW

THE UTILITY REFORM NETWORK
711 VAN NESS AVENUE, SUITE 350
SAN FRANCISCO, CA 94102

KEITH MC CREA

ATTORNEY AT LAW

SUTHERLAND, ASBILL & BRENNAN
1275 PENNSYLVANIA AVENUE, N.W.
WASHINGTON, DC 20004-2415

JAMES A. ROSS

RCS CONSULTING

500 CHESTERFIELD CENTER, SUITE 320
CHESTERFIELD, MO 63017

NORMAN A. PEDERSEN
ATTORNEY AT LAW

HANNA AND MORTON LLP

444 SOUTH FLOWER ST., SUITE 1500
LOS ANGELES, CA 90071-2916

JULIE A. MILLER

ATTORNEY AT LAW

SOUTHERN CALIFORNIA EDISON COMPANY
2244 WALNUT GROVE AVENUE, RM. 345 PO
BOX 800

ROSEMEAD, CA 91770

JOHN W.LESLIE

ATTORNEY AT LAW

LUCE FORWARD HAMILTON & SCRIPPS, LLP
600 WEST BROADWAY, SUITE 2600

SAN DIEGO, CA 92101-3391

MARCIE MILNER

CORAL POWER, L.L.C.

4445 EASTGATE MALL, SUITE 100
SAN DIEGO, CA 92121

BARBARA DUNMORE

COUNTY OF RIVERSIDE

4080 LEMON STREET, 12TH FLOOR
RIVERSIDE, CA 92501-3651

WILLIAM L. NELSON

REECH, INC.

785 TUCKER ROAD, SUITE G KERN-INYO
LIAISON SITE, POSTNET PMB #424
TEHACHAPI, CA 93561

MARC D. JOSEPH

ATTORNEY AT LAW

ADAMS BROADWELL JOSEPH & CARDOZO
651 GATEWAY BOULEVARD, SUITE 900
SOUTH SAN FRANCISCO, CA 94080

OSA ARMI

ATTORNEY AT LAW

SHUTE MIHALY & WEINBERGER LLP
396 HAYES STREET

SAN FRANCISCO, CA 94102

KAY DAVOODI

NAVY RATE INTERVENTION

1314 HARWOOD STREET SE

WASHINGTON NAVY YARD, DC 20374-5018

A BRUBAKER

BRUBAKER & ASSOCIATES, INC.

1215 FERN RIDGE PARKWAY, SUITE 208
ST. LOUIS, MO 63141

DANIEL W. DOUGLASS

ATTORNEY AT LAW

LAW OFFICES OF DANIEL W. DOUGLASS
5959 TOPANGA CANYON BLVD., SUITE 244
WOODLAND HILLS, CA 91367

STACY VAN GOOR

ATTORNEY AT LAW

SOUTHERN CALIFORNIA GAS CO & SDG&E
101 ASH STREET, HQ13

SAN DIEGO, CA 92101

FREDERICK M. ORTLIEB

CITY OF SAN DIEGO

1200 THIRD AVENUE, 11TH FLOOR
SAN DIEGO, CA 92101-4100

JOSEPH R. KLOBERDANZ

SAN DIEGO GAS & ELECTRIC COMPANY
8330 CENTURY PARK COURT

SAN DIEGO, CA 92123

ROBERT BUSTER
SUPERVISOR-DISTRICT 1
COUNTY OF RIVERSIDE

4080 LEMON STREET, 14TH FLOOR
RIVERSIDE, CA 92501-3651

NORMAN J. FURUTA

ATTORNEY AT LAW

DEPARTMENT OF THE NAVY

2001 JUNIPERO SERRA BLVD., SUITE 600
DALY CITY, CA 94014-3890

MARC B. MIHALY

ATTORNEY AT LAW

SHUTE MIHALY & WEINBERGER LLP
396 HAYES STREET

SAN FRANCISCO, CA 94102

ROBERT FINKELSTEIN
ATTORNEY AT LAW

THE UTILITY REFORM NETWORK
711 VAN NESS AVE., SUITE 350
SAN FRANCISCO, CA 94102



JAMES E. SCARFF

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE LEGAL DIVISION
ROOM 5121

SAN FRANCISCO, CA 94102-3214

SUSAN E. BROWN

ATTORNEY AT LAW

LATINO ISSUES FORUM

785 MARKET STREET, 3RD FLOOR
SAN FRANCISCO, CA 94103-2003

LAURA ROCHE

ATTORNEY AT LAW

FARELLA, BRAUN & MARTEL, LLP

235 MONTGOMERY STREET RUSS BUILDING,
30TH FLOOR

SAN FRANCISCO, CA 94104

DIANE E. PRITCHARD
ATTORNEY AT LAW
MORRISON & FOERSTER, LLP
425 MARKET STREET

SAN FRANCISCO, CA 94105-2482

RICHARD W. RAUSHENBUSH
ATTORNEY AT LAW

LATHAM & WATKINS

505 MONTGOMERY STREET, SUITE 1900
SAN FRANCISCO, CA 94111

SARA STECK MYERS

ATTORNEY AT LAW

CENTER FOR ENERGY EFFICIENCY &
RENEWABLE TECHNOLOGY; AND CITY OF
SAN DIEGO

122 - 28TH AVENUE

SAN FRANCISCO, CA 94121-1036

MARK J. SMITH

FPL ENERGY

7445 SOUTH FRONT STREET
LIVERMORE, CA 94550

DIANE FELLMAN

ENERGY LAW GROUP, LLP

1999 HARRISON STREET, SUITE 2700
OAKLAND, CA 94612-3572

ROY AND RITA LOMPA
4998 AIRLINE HIGHWAY
HOLLISTER, CA 95023

CHRISTOPHER J. MAYER
MODESTO IRRIGATION DISTRICT
PO BOX 4060

MODESTO, CA 95352-4060

THERESA L. MUELLER

ATTORNEY AT LAW

CITY AND COUNTY OF SAN FRANCISCO
CITY HALL ROOM 234

SAN FRANCISCO, CA 94102-4682

CATHERINE H. GILSON

ATTORNEY AT LAW

FARELLA BRAUN&MARTEL, LLP

235 MONTGOMERY STREET RUSS BUILDING,
30TH FLOOR

SAN FRANCISCO, CA 94104

EVELYN K. ELSESSER
ATTORNEY AT LAW
ALCANTAR & ELSESSER LLP
120 MONTGOMERY ST, STE 2200
SAN FRANICSCO, CA 94104-4354

BRIAN T. CRAGG

ATTORNEY AT LAW

GOODIN, MACBRIDE, SQUERI, RITCHIE & DAY
505 SANSOME STREET, NINTH FLOOR

SAN FRANCISCO, CA 94111

LINDSEY HOW-DOWNING

ATTORNEY AT LAW

DAVIS WRIGHT TREMAINE LLP

ONE EMBARCADERO CENTER, SUITE 600
SAN FRANCISCO, CA 94111-3834

GRANT KOLLING

SENIOR ASSISTANT CITY ATTORNEY
CITY OF PALO ALTO

PO BOX 10250

PALO ALTO, CA 94303

WILLIAM H. BOOTH

ATTORNEY AT LAW

LAW OFFICES OF WILLIAM H. BOOTH
1500 NEWELL AVENUE, 5TH FLOOR
WALNUT CREEK, CA 94596

DAVID MARCUS

ADAMS BROADWELL JOSEPH & CARDOZO
1541 JUANITA WAY PO BOX 1287
BERKELEY, CA 94701-1287

BARRY F. MC CARTHY

ATTORNEY AT LAW

NORTHERN CALIFORNIA POWER AGENCY
2105 HAMILTON AVENUE, SUITE 140

SAN JOSE, CA 95125

GAYATRI SCHILBERG

JBS ENERGY

311 D STREET, SUITE A

WEST SACRAMENTO, CA 95605

ITZEL BERRIO

ATTORNEY AT LAW

THE GREENLINING INSTITUTE
785 MARKET STREET, 3RD FLOOR
SAN FRANCISCO, CA 94103-2003

EVELYN KAHL

ATTORNEY AT LAW

ALCANTAR & KAHL, LLP

120 MONTGOMERY STREET, SUITE 2200
SAN FRANCISCO, CA 94104

WILLIAM V. MANHEIM

ATTORNEY AT LAW

PACIFIC GAS AND ELECTRIC COMPANY
77 BEALE STREET, ROOM 3025-B30A
SAN FRANCISCO, CA 94105

JOSEPH M. KARP

ATTORNEY AT LAW

WHITE & CASE LLP

THREE EMBARCADERO CENTER, SUITE 2200
SAN FRANCISCO, CA 94111

DAVID T. KRASKA

ATTORNEY AT LAW

PACIFIC GAS & ELECTRIC COMPANY
MAILCODE B30A PO BOX 7442

SAN FRANCISCO, CA 94120-7442

BARRY R. FLYNN

PRESIDENT

FLYNN AND ASSOCIATES

4200 DRIFTWOOD PLACE
DISCOVERY BAY, CA 94514-9267
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ATTORNEY AT LAW

MORRISON & FOERSTER LLP

101 YGNACIO VALLEY ROAD, SUITE 450
WALNUT CREEK, CA 94596-4087

BARBARA R. BARKOVICH
BARKOVICH AND YAP, INC.
31 EUCALYPTUS LANE

SAN RAFAEL, CA 94901

C. SUSIE BERLIN

ATTORNEY AT LAW

MC CARTHY & BERLIN, LLP

2005 HAMILTON AVENUE, SUITE 140
SAN JOSE, CA 95125

JEFF NAHIGIAN

JBS ENERGY, INC.

311 D STREET, SUITE A

WEST SACRAMENTO, CA 95605



SCOTT BLAISING
ATTORNEY AT LAW
BRAUN & ASSOCIATES
8980 MOONEY ROAD
ELK GROVE, CA 95624

DOUGLAS K. KERNER
ATTORNEY AT LAW

ELLISON, SCHNEIDER & HARRIS
2015 H STREET

SACRAMENTO, CA 95814

FERNANDO DE LEON

ATTORNEY AT LAW

CALIFORNIA ENERGY COMMISSION
1516 NINTH STREET, MS-14
SACRAMENTO, CA 95814-5512

ARLEN ORCHARD

ATTORNEY AT LAW

SACRAMENTO MUNICIPAL UTILITY DISTRICT
PO BOX 15830, MS-B406

SACRAMENTO, CA 95852-1830

DON SCHOENBECK

RCS, INC

900 WASHINGTON STREET, SUITE 1000
VANCOUVER, WA 98660

BILLIE C BLANCHARD

CALIF PUBLIC UTILITIES COMMISSION

505 VAN NESS AVENUE INVESTIGATION,
MONITORING & COMPLIANCE BRANCH AREA
4-A

SAN FRANCISCO, CA 94102-3214

CLAYTON K. TANG

CALIF PUBLIC UTILITIES COMMISSION

505 VAN NESS AVENUE DECISION-MAKING
SUPPORT BRANCH AREA 4-A

SAN FRANCISCO, CA 94102-3214

KELLY C LEE
CALIF PUBLIC UTILITIES COMMISSION

505 VAN NESS AVENUE WATER AND NATURAL

GAS BRANCH ROOM 4102
SAN FRANCISCO, CA 94102-3214

MARK ZIERING

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE SPECIAL
INVESTIGATIONS STRATEGIC PLANNING
BRANCH ROOM 2202

SAN FRANCISCO, CA 94102-3214

MICHELLE COOKE

CALIF PUBLIC UTILITIES COMMISSION

505 VAN NESS AVENUE DIVISION OF
ADMINISTRATIVE LAW JUDGES ROOM 5006
SAN FRANCISCO, CA 94102-3214

JEANNE M. SOLE

REGULATORY COUNSEL
CALIFORNIA INDEPENDENT SYSTEM
OPERATOR

151 BLUE RAVINE ROAD

FOLSOM, CA 95630

LYNN M. HAUG

ATTORNEY AT LAW

ELLISON, SCHNEIDER & HARRIS, LLP
2015 H STREET

SACRAMENTO, CA 95814-3109

STEVE S. RUPP

R. W. BECK, INC.

2710 GATEWAY OAKS DR., STE 300S
SACRAMENTO, CA 95833-3502
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ATTORNEY AT LAW
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1300 SW FIFTH AVENUE, SUITE 1750
PORTLAND, OR 97201

MARIA E. STEVENS
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DIVISION

LOS ANGELES, CA 90013
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SUPPORT BRANCH ROOM 4002

SAN FRANCISCO, CA 94102-3214
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SAN FRANCISCO, CA 94102-3214
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MONITORING & COMPLIANCE BRANCH AREA
4-A
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DIVISION
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PROOF OF SERVICE

| hereby certify that on January 13, 2003, | served by electronic and U.S. mail, the Clarification to
the January 9, 2003, Prehearing Conference Statement of the California Independent System
Operator in Docket # I. 00-11-001.

DATED at Folsom, California on January 13, 2003.

Mui (Karen) Au
An Employee of the California
Independent System Operator



