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Re: Independent Energy Producers Association v. California
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Dear Secretary Salas:

The California Independent System Operator Corporation (“CAISO”)’
respectfully submits its filing in compliance with the “Order on Clarification”
issued by the Commission in the captioned proceeding on September 27, 2006,
116 FERC 1] 61,297 (“September 27 Order”).

L. Background

On March 31, 20086, the Independent Energy Producers Association, the
CAISO, the California Public Utilities Commission (“CPUC"), Pacific Gas and
Electric Company (“PG&E”), San Diego Gas & Electric Company, and Southern
California Edison Company (“SCE”") (together, the “Settling Parties”) submitted
an Offer of Settlement and Explanatory Statement in the captioned proceeding
(“Offer of Settlement”) in order to resolve all issues in the proceeding. The Offer
of Settlement included, for illustrative purposes, tariff sheets reflecting the
amendments to the ISO Tariff that would be necessary to implement the terms of

! Capitalized terms not otherwise defined herein have the meanings set forth in the Master

Definitions Supplement, Appendix A to the ISO Tariff, and in the Offer of Settlement and
Expianatory Statement filed in the captioned proceeding on March 31, 2006.
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the Offer of Settlement. In the Offer of Settlement, the Settling Parties also
stated that, following Commission approval of the Offer of the Settlement, the
CAISO would make a compliance filing to incorporate the tariff provisions into the
ISO Tariff. Transmittal Letter for Offer of Settlement at 1.

On July 20, 2006, the Commission issued its “Order on Complaint and
Offer of Settlement” in the proceeding, 116 FERC ] 61,069 (“July 20 Order”). In
the July 20 Order, the Commission, inter alia, made the following determinations:
(i) it found that, pursuant to Section 206 of the Federal Power Act (‘FPA"),
compensation to generators under the must-offer obligation is no longer just and
reasonable; (ii) the Commission instituted paper hearing procedures in the
proceeding under Section 206 of the FPA to review evidence on whether the
rates and cost allocation mechanism under the Offer of Settlement or some other
rates and cost allocation are just and reasonable with respect to the must-offer
obligation; (iii) the Commission permitted each seller of Eligible Capacity as
defined under the terms of the Offer of Settlement, at its election, to collect the
Offer of Settlement rates from the date of the July 20 Order, so long as such
seller agrees that all of these revenues will be subject to refund, even if they are
collected after the statutory refund period ends; and (iv) the Commission
established a refund effective date, pursuant to Section 206(b) of the FPA, of
August 26, 2005 (the date the complaint that initiated this proceeding was filed).
July 20 Order at PP 38, 40, Ordering Paragraphs (A), (B), (E).

The CAISO, the Northern California Power Agency, Powerex Corp., and
the CPUC (on behalf of itself, PG&E, and SCE) filed requests for clarification or
rehearing of the July 20 Order. In the September 27 Order, the Commission
addressed the requests for clarification or rehearing.

Il Compliance with the September 27 Order

In the September 27 Order, the Commission clarified that it was permitting
implementation, on an interim basis and subject to refund, of the rates proposed
in the Offer of Settlement. The Commission directed the CAISO to “make a
compliance filing to implement the Offer of Settlement rates as directed in the
July 20 [O]rder and as clarified herein.” September 27 Order at P 10. As
described in this section, the instant filing is being submitted to comply with the
Commission’s directives. The tariff sheets included in the instant filing bear
effective dates of July 20, 20086, in compliance with the directive in the July 20
Order (at P 40) that each seller of capacity as defined in the Offer of Settlement,
at its election, may collect the Offer of Settlement rates from the date of the July
20 Order (so long as the seller agrees that all of these revenues will be subject to
refund).

The Commission stated in the September 27 Order that, upon approval of
appropriate interim tariff sheets, the CAISO would be authorized to implement all
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of the terms of the Offer of Settlement relating to the sale of capacity (including
Must-Offer Capacity Payments, specified Reliability Capacity Services Tariff
(“RCST") rates, and payments to frequently mitigated units), and that each
potential seller of capacity under the RCST can collect the Offer of Settlement
rates if the seller has made an election pursuant to the July 20 Order and the
clarifications provided in the September 27 Order. Specifically, the Commission
noted that its approval in those orders encompasses provisions in the Offer of
Settlement establishing must-offer capacity payment rates, RCST rates due to
designation resulting from a Significant Event, RCST rates due to designation
resulting from deficiency in Resource Adequacy showings, and payments to
frequently mitigated units. September 27 Order at P 14. The Commission also
stated that the interim tariff sheets should include the cost allocation
methodologies as proposed in the Offer of Settlement and should include all
reporting and procedural requirements set forth in the Offer of Settlement. /d. at
PP 15, 18.2 The Commission stated that it was not authorizing the CAISO to
implement the provisions in the Offer of Settlement relating to Automatic
Mitigation Procedures (“AMP”) and Ancillary Services on an interim basis. /d. at
P 15 (citing Sections 5.1 and 9.2 of the Offer of Settlement).

Pursuant to these directives, the CAISO has included in the instant filing
ISO Tariff sheets reflecting the provisions of the Offer of Settlement that the
Commission has approved for implementation on an interim basis. The
compliance filing tariff sheets do not include the provisions regarding AMP or
those concerning Ancillary Services (i.e., the provisions in the Offer of Settlement
that concern the procurement of Ancillary Services from Reliability Must-Run
(“RMR?”) resources that switch from the Condition 1 RMR contract to the
Condition 2 RMR contract after March 31, 2006). The ISO Tariff sheets included
in this compliance filing are based on the pro forma tariff sheets filed with the
Offer of Settlement, with modifications to reflect the following: (1) the fact that (as
discussed further below) there will not be any 2006 forward local RCST
designations; (2) other language changes resulting from the removal of the 2006
local RCST tariff provisions; (3) compliance with the directives in the July 20 and
September 27 Orders; (4) elimination of the AMP and RMR Condition 2
provisions; and (5) certain clean-up changes.

In the September 27 Order, the Commission noted that the Settling
Parties filed joint comments on April 28, 2006 in which they requested that the

2 The Commission stated that the paper hearing process established in the July 20 Order

will address whether the rates and cost allocation under the Offer of Settiement or some other
rates and cost allocation are just and reasonable with respect to the must-offer obligation, and
that, because the Offer of Settlement did not propose a method for allocating RCST costs in
2007, the paper hearing will not address the 2007 allocation of these costs. September 27 Order
at P 22. The Commission clarified that all issues relating to cost allocation under the Offer of
Settlement will be addressed in the paper hearing, and that cost allocation issues include how
generation made available to the CAISO under Reliability Must-Run contracts is credited against
RCST charges. /d. at P 28.




The Honorable Magalie Roman Salas
October 20, 2006
Page 4

Commission’s approval of the Offer of Settlement be conditioned upon the
removal of the provisions related to local RCST designations for 2006. As a
result, the Commission stated that issues relating to 2006 local RCST
designations, including the criteria for the CAISO’s local area reliability needs
(“LARN?") study for 2006, are no longer at issue in this proceeding. The
Commission explained that it would address issues relating to 2007 local
designations when such a proposal has been filed with the Commission.
September 27 Order at P 27. Accordingly, the CAISO has not included in the
instant filing any of the provisions from the Offer of Settlement pertaining to 2006
local RCST designations. The elimination of these provisions has required some
wording changes to other sections of the pro forma tariff language.

. Materials Included in This Compliance Filing

The changes to the ISO Tariff to implement the directives described above
are shown in clean copy in Attachment A to the instant filing and in red-line in
Attachment B to the instant filing. The changes contained in Attachments A and
B are the same as the changes contained in the pro forma tariff sheets included
in the Offer of Settlement, with the exceptions described herein and in
Attachment C to the instant filing, which is a table that shows the differences
between the ISO Tariff changes contained in the instant filing and the changes
contained in the Offer of Settlement.

Two additional copies of this filing are enclosed to be date-stamped and
returned to our messenger. [f there are any questions concerning this filing
please contact the undersigned.

Respectfully submitted,

Charles F. Robinson Kenneth G. J4ffe
General Counsel Michael E. Ward
Anthony J. lvancovich Bradley R. Miliauskas
Assistant General Counsel — Alston & Bird LLP
Regulatory 950 F Street, NW
California Independent System Washington, DC 20004
Operator Corporation Tel: (202) 756-3300
151 Blue Ravine Road Fax: (202) 654-4875

Folsom, CA 95630
Tel: (916) 351-4400
Fax: (916) 608-7296

Counsel for the California Independent System Operator Corporation
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T 1) all of their Available Generation and 2) any Ancillary Services capacity awarded or self-provided in
the Day-Ahead or Hour-Ahead Ancillary Services markets. In the absence of submitted bids, default bids
will be used for resources required to offer their Available Generation in accordance with Section 40.7 4.
Resources not required to offer their Available Generation in accordance with Section 40.7.4 that were
awarded or self-provided Ancillary Services capacity must .submit,an Energy Bid for no less than the
amount of awarded or self-provided Ancillary Services capacity. Resources not required to offer their
Available Generation in accordance with Section 40.7.4 may voluntarily submit Energy Bids. Submitted
Energy Bids shall be subject to the Damage Control Bid Cap as set forth in Section 39.1 and to the

Mitigation Measures set forth in Attachment A to Appendix P.

34.1.2.11 Frequently Mitigated Adders

Generating Units of Participating Generators for which the ISO denies a must-offer waiver request and for
which only a portion of their capacity is Eligible Capacity, as well as self-scheduled Generating Units of
Participating Generators that have Eligible Capacity, that submit Supplemental Energy bids that are
mitigated under Section 3.2.2.2 of Appendix P five times in a single Trading Day, based on five-minute
dispatch periods, and that comply with such notice requirements, if any, as may be imposed by FERC for
a particular period of time, shall receive a supplemental payment adder (“Frequently Mitigated Adder”) for
the Dispatched Energy that is mitigated for each mitigated interval in that Trading Day beginning with the
10-minute settlement interval of the fifth mitigation and continuing for each following 10-minute settlement
interval through the remainder of the Trading Day, provided that the Frequently Mitigated Adder plus the
Mitigated Price does not exceed the resources’ original Supplemental Bid. The Frequently Mitigated
Adder shall be $40 per megawatt hour multiplied by the ratio of the Eligible Capacity (excluding any
portion of minimum load capacity that is not also Resource Adequacy, RMR or designated under RCST)
to the total Qualifying Capacity (excluding minimum load level) of the Generating Unit. Generating Units

shall not receive Frequently Mitigated Adders in connection with decremental dispatches.

The total amount of Frequently Mitigated Adders that any Generating Unit can receive in a Trading Day
shall not exceed the Must-Offer Capacity Payment that the Generating Unit would have received pursuant
to Section 40.14 if the ISO had denied a must-offer waiver denial request. Further, Frequently Mitigated

Issued by: Charles F. Robinson, Vice President and General Counsel
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Adders will stop accruing in any calendar month once the combined value for that month of Frequently
Mitigated Adders, Must-Offer Capacity Payments and Minimum Load imbalance energy payments under
Section 40.8.3 reaches the level of the Monthly RCST Charge (established in Schedule 6 of Appendix F)
reduced by the PER (established in Schedule 6 of Appendix F) for that month muitiplied by the megawatts
of Eligible Capacity of that Generating Unit. This Section 34.1.2.1.1 shall expire at midnight on the earlier

of December 31, 2007 or the date immediately before the MRTU goes into effect.
34.1.2.1.2 Allocation of Frequently Mitigated Adder Costs

Costs incurred under Section 34.1.2.1.1 will be allocated in accordance with Section 27.1.3.
34.1.2.2 Real-Time Energy Bid Partition.

The portion of the single Energy Bid that corresponds to the high end of the resource’s operating range,
shall be allocated to any awarded or self-provided Ancillary Services in the following order from higher to
lower capacity: (a) Regulation Up; (b) Spinning Reserve; (c) Non-Spinning Reserve; and (d)
Replacement Reserve. For resources providing Regulation Up, the upper regulating limit shall be used
if it is lower than the highest operating limit. The remaining portion of the Energy Bid (i.e. that portion
not associated with capacity committed to provide Ancillary Services) shall constitute a Bid to provide

Supplemental Energy.
34.1.23 Creation of the Real-Time Merit Order Stack.
34.1.2.3.1 Sources of Imbalance Energy.

The following Energy Bids will be considered in the creation of the real-time merit order stack for

Imbalance Energy:
(a) Supplementat Energy Bids;

(b) Ancillary Services Energy Bids (except for Regulation) submitted for specific Ancillary Services
for those resources which have been selected in the 1ISO’s Ancillary Services auction to supply such

specific Ancillary Services; and

(©) Ancillary Services Energy Bids (except for Regulation) submitted for specific Ancillary Services

Issued by: Charles F. Robinson, Vice President and General Counsel
Issued on: October 20, 2006 Effective: July 20, 2006




CALIFORNIA INDEPENDENT SYSTEM OPERATOR CORPORATION

FERC ELECTRIC TARIFF First Revised Sheet No. 463M
THIRD REPLACEMENT VOLUME NO. | Superseding Original Sheet No. 463M
40.6A.6 Resource Adequacy Resource Obligation Process.

Resource Adequacy Resources may seek a waiver of the obligation to offer all Available Generation, as
set forth in Section 40.6A.4 of this ISO Tariff, for one or more of their units. All Resource Adequacy
Resources obligated under their respective Resource Adequacy Plans that have not submitted Day-
Ahead Energy Schedules will be deemed to have requested a waiver, either implicitly or explicitly, of the
obligation to offer all Available Generation. If conditions permit, the 1ISO may, at its sole discretion, grant
waivers and allow a Resource Adequacy Resource to remove one or more Generating Units from service
and, in doing so, the ISO will first grant waivers to FERC Must-Offer Generators, on a non-discriminatory
basis, that are not also Resource Adequacy Resources, and then, if permissible, the ISO may grant
waivers to Resource Adequacy Resources or resources designated as RCST on a non-discriminatory

basis.

The hours for which waivers are not granted shall constitute Waiver Denial Periods. A Waiver Denial
Period shall be extended as necessary to accommodate the unit minimum up and down times. Units
shall be on-line in real time during Waiver Denial Periods, or they will be in violation of the availability.

Exceptions shall be allowed for verified forced outages or as otherwise set forth in Section 40.6A.5. The

1SO may revoke waivers as necessary due to outages, changes in Load forecasts; or changes insystem”
conditions. The ISO shall determine which waiver(s) will be revoked, and shail notify the relevant
Scheduling Coordinator(s). To the extent conditions permit, the ISO will revoke the waivers of Resource
Adequacy Resources and RCST resources prior to revoking the waivers of FERC Must-Offer Generators.
The 1SO shall inform a Resource Adequacy Resource that its Waiver request has been approved,
disapproved or revoked, and shall provide the Resource Adequacy Resource with the reason(s) for the
decision, which reasons shall be non-discriminatory apart from the status of whether the unitis a
Resource Adequacy Resource. The ISO will: (1) notify Resource Adequacy Resources of the ISO
decisions on pending Waiver requests received no later than 10:00 a.m. (beginning of Hour Ending 11)
no later than 11:30 a.m. (middle of Hour Ending 12) on the day before the operating day for which the

Waivers are requested; (2) at any time but no later than 11:30 a.m. on the following day, notify Resource

Issued by: Charles F. Robinson, Vice President and General Counsel
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regardless of whether the person is a “public utility” as defined in Section 201 of the Federal Power Act,
that own or control one or more non-hydroelectric Generating Units or System Units or System Resources
located in California from which energy or capacity is either: (i) sold through any market operated by the
ISO, or (ii) transmitted over the 1SO Controlled Grid. Each person described in this Section 40.7.1 is
referred to in the ISO Tariff as a “FERC Must-Offer Generator,” provided that such person with Eligible
Capacity designated as RCST shall not be considered a FERC Must-Offer Generator to the extent, and
for the term, of the RCST designation. The requirements of this Section 40.7 shail apply to all non-

hydroelectric Generating Units located in California that are owned or controlled by a FERC Must-Offer

Generator.
40.7.2 Available Generation.

For the purposes of Section 40.7, a FERC Must-Offer Generator's “Available Generation” from a non-
hydroelectric Generating Unit shall be: (a) the Generating Unit's maximum operating level adjusted for
any outages or reductions in capacity reported to the ISO in accordance with Section 9.3.9 or 40.7.3 and
for any limitations on the Generating Unit's operation under applicable law, including contractual
obligations, which shall be reported to the ISO, (b) minus the Generating Unit's scheduled operating level
as identified in the 1SO’s Final Hour-Ahead Schedule, (¢) minus the Generating Unit's or System Unit's
capacity committed to provide Ancillary Services to the ISO either through the ISO’s Ancillary Services
market or through self-provision by a Scheduling Coordinator, and (d) minus the capacity of the
Generating Unit committed to deliver Energy or provide Operating Reserve to the FERC Must-Offer

Generator's Native Load.
40.7.3 Reporting Requirements for Non-Participating Generators.

So that the 1SO may determine the Available Generation of all FERC Must-Offer Generators, FERC Must-
Offer Generators that are not Participating Generators shall be required to file with the 1ISO, for each non-
hydroelectric Generating Unit located in California they own or control: (i) the Generating Unit's minimum
operating level, (ii) the Generating Unit's maximum operating level; and (jii) the Generating Unit's ramp

rates at all operating levels; and (iv) such other information the 1SO determines is necessary to determine
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available generation and to dispatch FERC Must-Offer Generators. In addition, FERC Must-Offer
Generators that are not Participating Generators must, consistent with the notification obligations of
Participating Generators and in order to comply with the intent of this Section 40.7, notify the ISO, as
soon as practicable, of any Planned Maintenance Outages, Forced Outages, Force Majeure Event

outages or any other reductions in their maximum operating
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discretion, grant waivers and allow a FERC Must-Offer Generator to remove one or more Generating
Units or System Units from service. In doing so, the ISO will first grant waivers to FERC Must-Offer
Generators, on a non-discriminatory basis, that are not also Resource Adequacy Resources and then, if

permissible, the ISO may grant waivers to Resource Adequacy Resources or resources designated as

RCST on a non-discriminatory basis.

The hours for which waivers are not granted shall constitute Waiver Denial Periods. A Waiver Denial
Period shall be extended as necessary to accommodate Generating Unit minimum up and down times.
Generating Units shall be on-line in real time during Waiver Denial Periods, or they will be in violation of
the must-offer obligation. Exceptions shall be allowed for verified forced outages. The ISO may revoke
waivers as necessary due to outages, changes in Load forecasts, or changes in system conditions. The
ISO shall determine which waiver(s) will be revoked, and shall notify the relevant Scheduling
Coordinator(s). To the extent conditions permit, the 1SO will revoke the waivers of Resource Adequacy
Resources and RCST resources prior to revoking the waivers of other FERC Must-Offer Generators. The
I1SO shall inform a FERC Must-Offer Generator that its Waiver request has been approved, disapproved
or revoked, and shall provide the FERC Must-Offer Generator with the reason(s) for the decision, which
reasons shall be non-discriminatory. The 1SO will: (1) notify FERC Must-Offer Generators of the ISO
decisions on pending Waiver requests received no later than 10:00 a.m. (beginning of Hour Ending 11) no
later than 11:30 a.m. (middle of Hour Ending 12) on the day before the operating day for which the
Waivers are requested; (2) at any time but no later than 11:30 a.m. on the following day, notify FERC
Must-Offer Generators of the 1ISO decisions on Waiver requests that were submitted to the ISO after
10:00 a.m. (beginning of Hour Ending 11) on the day before; (3) end Waiver Denial Periods at any time;

and (4) revoke Waivers at any time, while making best attempts to revoke a Waiver at least 90 minutes

prior to the time a unit would be required to be on-line generating at its Pmin.

40.8 Recovery of Minimum Load Costs By FERC Must-Offer Generators.
40.8.1 Eligibility.

Except as set forth below, Generating Units shall be eligible to recover Minimum Load Costs during
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Waiver Denial Periods. Units from FERC Must-Offer Generators that incur Minimum Load Costs during
hours for which the I1SO has granted to them a waiver shall not be eligible to recover such costs for such
hours. When a FERC Must-Offer Generator has a Final Hour-Ahead Energy Schedule, the FERC Must-
Offer Generator shall not be eligible to recover Minimum Load Costs for any such hours within a Waiver
Denial Period. When, on a 10-minute Settiement Interval basis, a FERC Must-Offer Generator generating
at minimum operating level in compliance with the must-offer obligation, produces a quantity of Energy

that varies from its minimum
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constraints may be imposed beyond those explicitly stated in the plan.
40.14 Capacity Payments Under the FERC Must-Offer Obligation.

As set forth in this Section, Generating Units of FERC Must-Offer Generators that are eligible to recover
Minimum Load Costs pursuant to Section 40.8 and that comply with such notice requirements, if any, as
may be imposed by FERC for a particular period of time shall also be eligible to recover a Must-Offer
Capacity Payment during Waiver Denial Periods, in addition to such Minimum Load Costs, provided the
Generating Unit does not have an RMR contract, is not a Resource Adequacy Resource and is not
designated as RCST. The Must-Offer Capacity Payment shall equal 1/1 7™ of the Monthly RCST Charge
as specified in Schedule 6 of Appendix F per megawatt for each day of the Waiver Denial Period,
adjusted pro rata for any hours of that day in which the Generating Unit was ineligible for the recovery of
Minimum Load Costs. For any Trading Day of a calendar month, if the sum of (i) total Must-Offer
Capacity Payments that a FERC Must-Offer Generator has received for a Generating Unit under this
Section 43.9 during that month, (ii) the total Imbalance Energy payments received when that Generating
Unit is running at minimum load, and (iii) the Frequently Mitigated Adder under Section 34.1.2.1.1 during
the calendar month, exceeds the Qualifying Capacity times the maximum Monthly RCST Charge
(established in Schedule 6 of Appendix F) reduced by the Monthly PER (established in Schedule 6 of
Appendix F), the FERC Must-Offer Generator shall not be eligible to receive Must-Offer Capacity
Payments or the Frequently Mitigated Adder under Section 34.1.2.1.1 for that Generating Unit for that
Trading Day, nor for any other Trading Day in the remainder of the calendar month (but shall continue to
recover Minimum Load Costs and imbalance Energy payments). This Section 40.14 shall expire at

midnight on the earlier of December 31, 2007 or the date immediately before the MRTU goes into effect.

40.14.1 Allocation of Must-Offer Capacity Payments

The 1SO shall determine whether the Must-Offer Capacity Payment costs for each FERC Must-Offer
Generator Generating Unit operating during a waiver denial period are due to (1) local reliability
requirements, (2) zonal requirements, or (3) Control Area-wide requirements. For each month, the ISO

shall sum the Must-Offer Capacity Payments costs and shall allocate those costs as follows:
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(1) if the Generating Unit was operating to meet local reliability requirements, the Must-Offer
Capacity Payment costs shall be considered incremental locational costs and shall be

aliocated in accordance with Section 40.8.6 (1).

(2) if the Generating Unit was operating due to Zonal requirements, the Must-Offer Capacity

Payment costs shall be allocated in accordance with Section 40.8.6 (2)

(3) if the Generating Unit was operating to satisfy an ISO Control Area-wide need, the Must-Offer

Capacity Payment costs shall be allocated in accordance with Section 40.8.6 (3).

40.15 Must-Offer Reporting Requirements

Sections 40.15 through 40.15.4 shall expire at midnight on the earlier of December 31, 2007 or the date

immediately before the MRTU goes into effect.
40.151 Must-Offer Waiver Denial Report

The ISO shall publish a Must-Offer Waiver Denial Report (*“MOWD Report”) on the ISO Website on a
weekly basis and shall provide a market notice of its availability. The MOWD Report shall indicate the
category of the must-offer waiver denial, i.e., local, zonal or system, and the amount of megawatts
involved in each category. On a daily basis, thirty (30) days after the Trade Day, the 1SO will publish on
OASIS the allocation of Un-Recovered Minimum Load Costs for RCST and Resource Adequacy

Resources and Minimum Load Costs for FERC Must-Offer Generators.
40.15.2 Monthly Minimum Load Cost Report

On a monthly basis, thirty (30) days after the Trade Day, the ISO will publish on ISO Website, the monthly
allocation of Un-Recovered Minimum Load Costs for RCST and Resource Adequacy Resources,

Minimum Load Costs for FERC Must-Offer Generators.
40.15.3 Multiple Denial of FERC Must-Offer Waivers

If the 1SO issues a denial of must-offer waivers to a FERC Must-Offer Generator on four separate days in
any calendar year, the ISO shall evaluate whether a Significant Event has occurred that warrants

designation of the FERC Must-Offer Generator to provide service under the RCST (“MOWD Evaluation”).
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The 1SO shall conduct a MOWD Evaluation after every four separate days on which the ISO denies a

must-offer waiver request for such a FERC Must-Offer Generator.
40.154 Significant Event/Repeat Waiver Denial Report

The ISO shall publish the results of its assessment of the MOWD Evaluation (“Significant Event/Repeat
MOWD Report”), including an explanation of its decision whether to designate FERC Must-Offer
Generator capacity as RCST, on the ISO Website on a weekly basis unless no Significant Events or
MOWD Evaluations occurred during the week. The ISO will provide a market notice of the availability of
each Significant Event/Repeat MOWD Report. The Significant Event/Repeat MOWD Report shall explain
why the 1SO denied the must-offer waiver request that triggered the assessment of whether a Significant
Event occurred, and whether any Resource Adequacy Resources, RMR units, or resources designated to
provide service under the RCST were available and called upon by the 1SO prior to its denial of the FERC
Must-Offer Generator’'s must-offer waiver request. The ISO shall also explain why Non-Generation
Solutions were insufficient to prevent the use of denials of must-offer waivers for local reasons. In the
event that the 1ISO denies a must-offer waiver request for local or system reasons that do not constitute a
Significant Event or is not due to a Resource Adequacy Resource non-performance, the report shall

include an explanation for such issuance and shall be signed by the ISO’s Vice President of Operations.

Y| Procurement of RMR.

42 Assurance of Adequate Generation and Transmission to meet Applicable

Operating and Planning Reserve.

421 Generation Planning Reserve Criteria.

Generation planning reserve criteria shall be met as follows:

4211 On an annual basis, the 1ISO shall prepare a forecast of weekly Generation capacity and
weekly peak Demand on the 1ISO Controlled Grid. This forecast shall cover a period of twelve months

and be posted on the WEnet and the ISO may make the forecast available in other forms at the ISO's
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42.1.2 If the forecast shows that the applicable WECC/NERC Reliability Criteria can be met

during peak Demand periods, then the ISO shall take no further action.

42.1.3 If the forecast shows that the applicable WECC/NERC Reliability Criteria cannot be met
during peak Demand periods, then the 1SO shall facilitate the development of market mechanisms to
bring the ISO Controlled Grid during peak periods into compliance with the Applicable Reliability Criteria
(or such more stringent criteria as the 1ISO may impose pursuant to Section 7.2.2.2). The ISO shall solicit
bids for Replacement Reserve in the form of Ancillary Services, short-term Generation supply contracts of
up to one (1) year with Generators, and Load curtailment contracts giving the 1SO the right to reduce the
Demands of those parties that win the contracts when there is insufficient Generation capacity to satisfy
those Demands in addition to all other Demands. The curtailment contracts shall provide that the ISO's
curtailment rights can only be exercised after all available Generation capacity has been fully utilized
unless the exercise of such rights would allow the ISO to satisfy the Applicable Reliability Criteria at lower
cost, and the curtailment rights shall not be exercised to stabilize or otherwise influence prices for power

in the Energy markets.
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Reserve in the hour, determined in accordance with Section 8.12.3A bears to the total deviation

Replacement Reserve in that hour.

43 Reliability Capacity Services Tariff

This section 43 of the ISO Tariff shall be referred to as the Reliability Capacity Services Tariff (“RCST").
The RCST as well as changes made to other Sections to implement the Offer of Settiement filed on
March 31, 2006 in Docket No. EL05-146 (changes to Sections 34.1.2.1.1; 34.1.2.1.2; 40.6A.6; 40.7 1,
40.7.6; 40.14; 40.14.1; 40.15; 40.15.1; 40.15.2; 40.15.3; 40.15.4; Appendix F Schedule &; and Appendix
P, Attachment A) shall expire at midnight on the earlier of December 31, 2007 or the date immediately
before the ISO's MRTU Tariff goes into effect, except that the provisions concerning compensation, cost
allocation and settlement shall remain in effect until such time as RCST resources have been finally
compensated for their services rendered under the RCST prior to the termination of the RCST, and the

ISO has finally allocated and recovered the costs associated with such RCST compensation.
431 Designation

The ISO shall have the authority provided in this Section 43.1 to designate Eligible Capacity or System

Resources to provide services under the RCST as set forth in this Section 43.
43.2 Local RCST Designations

The ISO may designate Eligible Capacity to provide services under the RCST to meet local reliability

needs to the extent provided in this Section 43.2.

43.2.1 2007 Local RCST Designations

For 2007, the CPUC and Local Regulatory Authorities may establish Local Resource Adequacy
Requirements for the RA Entities subject to their respective jurisdictions. In addition, the State Water
Resources Development System, commoniy known as the State Water Project of the California
Department of Water Resources, shall be required to develop, in conjunction with the ISO, a program that
ensures that it will not unduly rely on the local resource procurement practices of other load serving
entities. Scheduling Coordinators for RA Entities, in accordance with the requirements of the CPUC or
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Local Regulatory Authorities, as applicable, shall submit to the ISO a Local Resource Adequacy
Demonstration listing the Qualifying Capacity that they will make available to the ISO for purposes of
satisfying any Local Resource Adequacy Requirement applicable to them in 2007. Such Qualifying
Capacity must be made available to the ISO in accordance with Section 40.6A. Following both the
CAISO's identification of any Local Resource Adequacy Requirement Deficiency and any CPUC or Local
Regulatory Authority-established opportunity to correct such deficiency, the 1ISO may designate Eligible
Capacity to provide services under the RCST consistent with the criteria set forth in Section 43.2.2, taking
into account all RMR and Resource Adequacy Resources that will be made available to the ISO in 2007,
whether or not any of those resources are located in the 2007 Local Reliability Area. The ISO may
designate Eligible Capacity to provide service under this Section 43.2.1 to the extent necessary to cover
any remaining Local Resource Adequacy Deficiency only after: (i) RMR Units have been designated in
the local area reliability study process for 2007, and (ii) the 1SO has completed its evaluation of all
Resource Adequacy Plans for 2007. Designations of Eligible Capacity to provide services under the
RCST made pursuant to this section shall have a term that commences on January 1, 2007, and expires
on the earlier of midnight, December 31, 2007, or midnight on the day preceding the implementation of

the MRTU Tariff.

43.2.2 Selection of Eligible Capacity Designated for Local Reliability

The 1SO will make designations of Eligible Capacity under Section 43.2 based on the lowest overall cost
for each 2007 Local Reliability Area considering the following factors: the effectiveness of the Eligibie
Capacity, the quantity of Eligible Capacity of the resource relative to the remaining amount of capacity
that is needed; and the Start-Up and Minimum Load Costs associated with the Eligible Capacity. The ISO
shall have reasonable allowance to designate under the RCST an amount of Eligible Capacity from a
Generating Unit that is slightly more or slightly less than a deficiency due to the quantity of Eligible
Capacity from such Generating Unit that is available and suitable to meet the deficiency, consistent with

the criteria in this section.
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43.3 System RCST Designations

The ISO may designate Eligible Capacity for calendar years 2006 and 2007 to the extent provided in this

Section 43.3.

43.31 Annual System Reliability Capacity Services Designations

No sooner than May 17, 2006, and following the 1SO’s review of the annual Resource Adequacy Plans
submitted pursuant to Section 40.2.1 and, for 2007, any designation of Eligible Capacity pursuant to
Section 43.2.1, the 1SO may designate Eligible Capacity or System Resources to provide services under
the RCST under this Section 43.3 to the extent necessary to cover the aggregate Year-Ahead System

Resource Deficiency consistent with the criteria set forth in Section 43.3.3.

A designation of Eligible Capacity or System Resources to provide services under the RCST made
pursuant to this Section 43.3.1 shall be for a minimum term of three months, provided that, at the
discretion of the ISO, the designation term during 2006 may be extended to a maximum of the four
summer months of June through September and, for 2007, the designation term during 2007 may be

extended up to a maximum term of the five summer months of May through September.

43.3.2 Monthly System Reliability Capacity Services Designations

Following its review of the monthly Resource Adequacy Plans submitted by Scheduling Coordinators
pursuant to Section 40.2.2, the ISO may designate Eligible Capacity or System Resources to provide
services under the RCST under this Section 43.3 to the extent necessary to cover the aggregate Month-

Ahead System Resource Deficiency consistent with the criteria set forth in Section 43.3.3.

Designations of Eligible Capacity or System Resources to provide services under the RCST made
pursuant to this Section 43.3.2 shall be for the lesser of three months, the remainder of the calendar year

or the period of time until the MRTU Tariff becomes effective.
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43.3.3 Selection of Eligible Capacity Designated for System Reliability

The ISO will make designations of Eligible Capacity or System Resources under this Section 43.3 based
on the following factors: the effectiveness of the Eligible Capacity in addressing local and/or zonal
constraints in addition to meeting system needs; the quantity of Eligible Capacity of the resource; the
Start-Up and Minimum Load Costs associated with the Eligible Capacity; and the effectiveness of the
Eligible Capacity at reducing the Minimum Load Costs that might otherwise be incurred as a result of
must-offer waiver denials. System Resources shall be subject to the ISO’s established import limits as
specified in accordance with Section 40.5.2.2. The ISO shall have reasonable allowance to designate
under the RCST an amount of Eligible Capacity from a Generating Unit or System Resource that is
slightly more or slightly less than a deficiency due to the quantity of Eligible Capacity from such
Generating Unit or System Resource that is available and suitable to meet the deficiency, consistent with

the criteria in this section.
43.4 RCST Designations For Significant Events

The ISO may designate Eligible Capacity or System Resources to provide service under this Section 43.4
following a Significant Event, and taking into account the expected duration of the Significant Event, if
such an RCST designation is necessary to remedy any resulting material difference in ISO Controlled
Grid operations relative to the assumptions reflected in the LARN Report for 2006 or relative to the
assumptions underlying the CPUC's and, if applicable, a Local Regulatory Authority’s development of
Local Resource Adequacy Requirements for 2007. An RCST designation due to a Significant Event shail
have a minimum term of three months and a maximum term up to the period of time which the ISO
determines the Significant Event will remain in effect, provided that in no event shall the term of such
RCST designation extend beyond the earlier of midnight on December 31, 2007 or midnight the day
before the effective date of MRTU implementation. Any RCST designations under this section shall be in

accordance with the criteria set forth in Section 43.3.3.
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43.5 Obligations of a Resource Designated under the RCST
43.5.1 Must-Offer Obligations

Generating Units designated under the RCST shall be subject to all of the availability, must-offer,
dispatch, testing, reporting, and verification obligations applicable to Resource Adequacy Resources
identified in Resource Adequacy Plans under Section 40.6A of the ISO Tariff. Generating Units
designated under the RCST shall also, to the extent that they have any available capacity not designated
under RCST or under contract as a Resource Adequacy Requirements resource, offer such capacity into

the next available Ancillary Service markets.
43.5.2 Replacement Option

If a Generating Unit designated under the RCST is unavailable when issued a must-offer waiver denial
by the ISO pursuant to Section 40.7.6 of the 1SO Tariff, the Scheduling Coordinator for the resource
may, within 2 hours for a must-offer waiver denial issued prior to the Hour-Ahead market and within 30
minutes for a must-offer waiver denial issued in Real-Time, substitute capacity from such Generating
Unit with Eligible Capacity that: (i) is located at the same bus, or (ii) if not located at the same bus, is
located in the same Local Reliability Area or 2007 Local Reliability Area, whichever is applicable, and
which meets the ISO’s effectiveness and operational needs, including size of resource, as determined
by the I1SO in its reasonable discretion. If the Scheduling Coordinator substitutes such Eligible
Capacity, the Scheduling Coordinator must pay all additional Minimum Load Costs, Start-Up Costs,
Emissions Costs (above the corresponding costs of the Generating Unit that is being substituted), and
any bilateral contract costs incurred by the Scheduling Coordinator, as a result of the substitution. The
actual Availability of the substitute resource will be used for the purposes of the calculations in

Appendix F, Schedule 6.
43.5.3 Termination of Obligations

If a Participating Generator's Eligible Capacity is designated by the CAISO under the terms of the
RCST, and the Participating Generator has not filed a notice to withdraw from the Participating

Generator Agreement (“PGA”), then the Participating Generator shall be obligated to perform in
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accordance with the RCST for the term of the RCST designation. If a Participating Generator’s Eligible
Capacity is designated under the terms of the RCST after the Participating Generator has filed a notice
to withdraw from its PGA, then the Participating Generator shall be obligated to perform in accordance
with the RCST until the date that its PGA effectively terminates, but the Participating Generator shall
be under no obligation to so perform after the effective date of the PGA termination. If a Participating
Generator’s Eligible Capacity is designated under the RCST after the Participating Generator has filed
notice to withdraw from its PGA, and the Participating Generator agrees to provide service under the
RCST, then the Participating Generator will enter into a PGA for the designated generating unit and

invoice the ISO for any actual applicable restoration costs as provided in the RMR Service Agreement.

43.6 RCST Report

The 1SO shall publish a monthly report on the ISO Website which shall show the resources designated
under RCST, the megawatts of each RCST capacity designation, the duration of RCST designations, the
reason for the RCST designation, and all payments, excluding costs covered in the Minimum Load Cost
Report described in Section 43.11.2 herein, in dollars, itemized for system purposes as well as for each
Local Reliability Area or 2007 Local Reliability Area, whichever is applicable. The 1SO will provide a

market notice of the availability of this report.
43.7 Payments to Resources Designated Under the RCST
43.7.1 RCST Capacity Payment

Scheduling Coordinators representing resources designated under this Section 43 will receive a RCST
Capacity Payment equal to the product of the Net Qualifying Capacity, the relevant Availability Factor as
determined in accordance with Appendix F, Schedule 6, and the difference between the monthly RCST
charge and 95% of the Peak Energy Rent, ie., Net Qualifying Capacity x Availability Factor x (Monthly
RCST Charge (Monthly Peak Energy Rent x .95)). The ISO shali determine the Availability Factor,
Monthly RCST Charge and Monthly Peak Energy Rent in accordance with Appendix F, Schedule 6 of the

Tariff. For purposes of this section 43.7.1, the term Net Qualifying Capacity shall mean the Megawatt
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value for a RCST resource as reflected in the document entitled Qualifying Capacity Megawatt Values for
RA Planning Purposes (or any successor document) as posted on the 1ISO website, provided that, to the
extent a particular resource has a stated monthly value(s), the applicable Net Qualifying Capacity shail be

the average of the stated values for the months in which the resource will have an RCST designation.

For purposes of the RCST, Availability shall be calculated as the ratio of: (1) the sum of the Net Qualifying
Capacity MW for each hour of the month across all hours of the month, where the actual capacity MW
available to the ISO shall be substituted for Net Qualifying Capacity MW for each hour the resource is not
on an Authorized Outage, to (2) the product of Net Qualifying Capacity MW and the total hours in the
month. For purposes of this section, an Authorized Outage shall be limited to the following: (a) an ISO-
approved, planned outage that exists at the time of RCST designation and is scheduled to occur during
the term of an RCST designation provided that (i) such outage is not the result of a prior outage that was
forced or not otherwise scheduled and approved by the I1SO, and (ii) such outage may be rescheduled by
the ISO during the term of the RCST designation period, provided that the term of the 1SO-approved
outage and the capacity derate at time of the RCST designation are not exceeded, or (b) an ISO-
approved maintenance outage that is scheduled during the RCST designation period, provided such

outage is not the result of a prior outage that was forced or not otherwise scheduled and approved by the

I1SO.
43.7.2 Minimum Load, Emissions and Start-Up Costs
43.7.21 Minimum Load Costs

Scheduling Coordinators representing resources designated under this Section 43 shall be eligible for
recovery of Minimum Load Costs in the same manner that Scheduling Coordinators representing
Resource Adequacy Resources included in Resource Adequacy Plans are eligible for the recovery of

such costs under Sections 40.6B of the Tariff..
43.7.21.1 Allocation of Unrecovered Minimum Load Costs

Unrecovered Minimum Load Costs under Section 43.7.2.1 shall be allocated in accordance with Section

40.6B.5 of the 1SO Tariff.

Issued by: Charles F. Robinson, Vice President and General Counsel
Issued on: October 20, 2006 Effective: July 20, 2006




CALIFORNIA INDEPENDENT SYSTEM OPERATOR CORPORATION
FERC ELECTRIC TARIFF
THIRD REPLACEMENT VOLUME NO. | Original Sheet No. 479G

43.7.2.2 Emissions Costs

Scheduling Coordinators representing resources designated under this Section 43 shall be eligible for
recovery of Emissions Costs in the same manner that Scheduling Coordinators representing Resource
Adequacy Resources included in Resource Adequacy Plans are eligible for the recovery of such costs

under Sections 40.11 of the ISO Tariff.
43.7.2.21 Recovery of Emissions Costs

The 1SO will recover funds to pay Emissions Costs under Section 43.7.2.2 in accordance with Sections

40.11 of the ISO Tariff.
43.7.2.3 Start-Up Costs

Scheduling Coordinators representing resources designated under this Section 43 shall be eligible for
recovery of Start-Up Costs in the same manner that Scheduling Coordinators representing Resource
Adequacy Resources included in Resource Adequacy Plans are eligible for the recovery of such costs

under Sections 40.12 of the ISO Tariff.
43.7.2.31 Recovery of Start-Up Costs

The 1SO will recover funds to pay Start-Up Costs under Section 43.7.2.3 in accordance with Sections

40.12 of the 1SO Tariff.

43.8 Allocation of RCST Capacity Payment Costs

For each month, the [SO shall allocate the costs of RCST Capacity Payments made pursuant to Section

43.7 .1 as follows:

W) Annual System RCST Designations: If the ISO makes RCST designations under Section

43.3.1, then the 1SO will allocate the total costs of RCST Capacity Payments for such
RCST designations (for the full term of those RCST designations) pro rata to each SC-

RA Entity based on its portion of the aggregate Year-Ahead System Deficiency.

(2) Monthly System RCST Designations: If the ISO makes RCST designations under Section

43.3.2, then the ISO will allocate the total costs of RCST Capacity Payments for such
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RCST designations (for the full term of those RCST designations) pro rata to each SC-

RA Entity based on its portion of the aggregate Month-Ahead System Deficiency.

(3) Local RCST Designations for 2007.

[Reserved]

4 Significant Event RCST Designations for 20086: If the ISO makes any Significant Event

RCST designations under Section 43.4 during 2006, the ISO will allocate the costs of
such designations to all SC-RA Entities in the TAC Area(s) in which the Significant Event
caused or threatened to cause a failure to meet Applicable Reliability Criteria based on

Scheduling Coordinators’ RA Entity Load Share Percentage(s) in such TAC Area(s).

(5) Significant Event Designations for 2007.

[Reserved]
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other prices used to settle Imbalance Energy.

Dispatch Operating Point The expected operating point of a resource that has received a
Dispatch Instruction. The resource is expected to operate at the
Dispatch Operating Point after completing the Dispatch Instruction,
taking into account any relevant ramp rate and time delays. Energy
expected to be produced or consumed above or below the Final
Hour-Ahead Schedule in response to a Dispatch Instruction
constitutes Instructed imbalance Energy. For resources that have
not received a Dispatch Instruction, the Dispatch Operating Point
defaults to the corresponding Final Hour-Ahead Schedule.

Dispatchable Load Load which is the subject of an Adjustment Bid.

Distribution System The distribution assets of an IOU or Local Publicly Owned Electric
Utility.

Distribution Upgrades The additions, modifications, and upgrades to the Participating TO's

electric systems that are not part of the ISO Controlled Grid.
Distribution Upgrades do not include Interconnection Facilities.

Dynamic Schedule A telemetered reading or value which is updated in real time and
which is used as a schedule in the 1ISO EMS calculation of ACE and
the integrated value of which is treated as a schedule for
interchange accounting purposes.

EEP (Electrical A plan to be developed by the I1SO in consultation with UDCs to
Emergency Plan) address situations when Energy reserve margins are forecast to be

below established levels.

Electronic Data The routine exchange of business documented on electronic media

Interchange (EDI such as purchase orders, invoices and remittance. The format of
the data is based on an industry-approved format such as those
published by the ANSI ASC X12 committee.

Eligible Capacity Capacity of Generating Units of Participating Generators located
within the 1ISO Control Area except the following: capacity
associated with hydroelectric generation, nuclear generation, QFs,
generation resources within a Metered Subsystem, resources
owned by the California Department of Water Resources, State
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Water Project; capacity of a Generating Unit with a Reliability Must-
Run contract, during the term of such contract; capacity of a
Resource Adequacy Resource that is identified in any Resource
Adequacy Plan in accordance with Section 40, during the time that
such capacity is identified on the Resource Adequacy Plan; and
capacity that has been designated to provide service under the
RCST, during the term of the designation.

Eligible Customer (i) any utility (including Participating TOs, Market Participants and
any power marketer), Federal power marketing agency, or any
person generating Energy for sale or resale; Energy sold or
produced by such entity may be Energy produced in the United
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ISO Website The ISO internet home page at http://www.caiso.com or such other

internet address as the 1SO shall publish from time to time.

ISP (Internet Service An independent network service organization engaged by the 1SO to
Provider) establish, implement and operate WEnet.

Joint Powers Agreement An agreement governing a Joint Powers Authority that is subject to

the California Joint Exercise of Powers Act (California Government
Code, Section 6500, ef seq.).
Joint Powers Authority An authority authorized by law through which two or more public

entities jointly exercise their powers.

Large Generating Facility A Generating Facility having a Generating Facility Capacity of more
than 20 MW.

LARN Report for 2006 The report, published by the ISO, which identifies each Local
Reliability Area for 2006 and the contingencies that require the 1SO
to specify a geographically contiguous area as a Local Reliability
Area, and the amount of generation (in MW) needed for each Local
Reliability Area in order to satisfy Applicable Reliability Criteria,
taking into account Non-Generation Solutions.

Line Loss Correction The line loss correction factor as set forth in the Technical
Factor Specifications.
Load An end-use device of an End-Use Customer that consumes power.

Load should not be confused with Demand, which is the measure of
power that a Load receives or requires.

Load-Serving Entity (LSE)  Any entity (or the duly designated agent of such an entity, including,
e.g. a Scheduling Coordinator), including a load aggregator or power
marketer; (i) serving End Users within the ISO Control Area and (ii)

that has been granted authority or has an obligation pursuant to
California State or local law, regulation, or franchise to sell electric
energy to End Users located within the ISO Control Area or (iii) is a
Federal Power Marketing Authority that serves retail Load.

Load Shedding The systematic reduction of system Demand by temporarily

decreasing the supply of Energy to Loads in response to
transmission system or area capacity shortages, system instability,
or voltage control considerations.
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Local Furnishing Bond Tax-exempt bonds utilized to finance facilities for the local furnishing

of electric energy, as described in section 142(f) of the Internal

Revenue Code, 26 U.S.C. § 142(f).

Local Furnishing Any Tax-Exempt Participating TO that owns facilities financed by
Participating TO Local Furnishing Bonds.

Local Publicly Owned A municipality or municipal corporation operating as a public utility
Electric Utilities furnishing electric service, a municipal utility district furnishing

electric service, a public utility district furnishing electric services, an

irrigation district furnishing electric services, a state agency or

subdivision furnishing electric services, a rural cooperative

furnishing electric services, or a joint powers authority that includes

one or more of these agencies and that owns Generation or

transmission facilities, or furnishes electric services over its own or

its members' electric Distribution System.

Local Requlatory The state or local governmental authority responsible for the
Authority regulation or oversight of a utility.
Local Reliability Area For 20086, a geographically contiguous area within a TAC Area that

the CAISO has determined, through reliability studies, requires

resources that are effective to meet Applicable Reliability Criteria.

Local Reliability Criteria Reliability Criteria unique to the transmission systems of each of the
PTOs established at the later of: (1) ISO Operations Date, or (2) the
date upon which a New Participating TO places its facilities under
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the control of the 1SO.
Local Reliability Criteria Reliability Criteria established at the ISO Operations Date, unique to

the transmission systems of each of the Participating TOs.
Local Resource Adequacy The Resource Adequacy Requirement established by the CPUC or
Requirement a Local Regulatory Authority in a 2007 Local Reliability Area (or for
2007 Local Reliability Areas in the aggregate) for each RA Entity
subject to their jurisdiction.

Location Code The code assigned by the ISO to Generation input points, and
Demand Take-Out Points from the ISO Controlled Grid, and
transaction points from trades between Scheduling Coordinators.
This will be the information used by the ISO Controlled Grid, and
transaction points for trades between Scheduiing Coordinators. This
will be the information used by the ISO to determine the location of
the input, output, and trade points of Energy Schedules. Each
Generation input and Demand Take-Out Point will have a

designated Location Code identification for use in submitting Energy
and Ancillary Service bids and Schedules.

Loop Flow Energy flow over a transmission system caused by parties external
to that system.

Loss Scale Factor The ratio of expected Transmission Losses to the total Transmission
Losses which would be collected if Full Marginal Loss Rates were
utilized.

Low Voltage Access The Access Charge applicable under Section 26.1 to recover the

Charge Low Voltage Transmission Revenue Requirement of a Participating
TO.

Low Voltage A transmission facility owned by a Participating TO or to which a

Transmission Facility Participating TO has an Entitlement that is represented by a

Converted Right, which is not a High Voitage Transmission Facility,
that is under the 1ISO Operational Control.

Low Voltage The portion of a Participating TO's TRR associated with and
Transmission Revenue allocable to the Participating TO's Low Voltage Transmission
Requirement Facilities and Converted Rights associated with Low Voltage

Transmission Facilities that are under the 1ISO Operational Control.
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Meter Data Exchange

Format

Meter Data Request
Format

Metered Quantities

Metering Facilities

Minimum Load Costs
Month-Ahead System
Resource Adequacy
Requirements

Month-Ahead System
Resource Deficiency

Monthly Peak Load

Monthly RCST Charge

MRTU Tariff

under terms approved by a Local Regulatory Authority or FERC,
as applicable, or the customer’s Load can be curtailed
concurrently with an outage of the Generating Unit.

The format for submitting Meter Data to the ISO which will be
published by the ISO on the ISO Home Page or available on
request to the Meter and Data Acquisition Manager, 1SO Client
Service Department.

The format for requesting Settiement Quality Meter Data from
the ISO which will be published by the ISO on the ISO Home
Page or available on request o the Meter and Data Acquisition
Manager, ISO Client Service Department.

For each Direct Access End-User, the actual metered amount of
MWh and MW, for each Participating Generator the actual
metered amounts of MWh, MW, MVVAr and MVArh.

Revenue quality meters, instrument transformers, secondary
circuitry, secondary devices, meter data servers, related
communication facilities and other related local equipment.

The costs a Generating Unit incurs operating at minimum load.
The amount of Qualifying Capacity that a RA Entity must reflect
in its monthly Resource Adequacy Plan submitted pursuant to
Section 40.2.2 in compliance with Resource Adequacy Rules
adopted by the CPUC or a Local Regulatory Authority, as
applicable.

The monthly deficiency in meeting the Month-Ahead System
Resource Adequacy Requirements as determined by the CPUC
and applicable Local Regulatory Authorities for each RA Entity
subject to their jurisdiction.

The maximum hourly Demand on a Participating TO's
transmission system for a calendar month, multiplied by the
Operating Reserve Multiplier.

The monthly charge determined in accordance with Appendix F,
Schedule 6.

The I1SO Tariff that will implement the 1SO’s Market Redesign
and Technology Upgrade (“MRTU").
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MSS (Metered Subsystem) A geographically contiguous system located within a single Zone
which has been operating as an electric utility for a number of
years prior to the 1SO Operations Date as a municipal utility,
water district, irrigation district, State agency or Federal power
administration subsumed within the 1SO Control Area and
encompassed by I1SO certified revenue quality meters at each
interface point with the 1SO Controlled Grid and ISO certified
revenue quality meters on all Generating Units or, if aggregated,
each individual resource and Participating Load internal to the
system, which is operated in accordance with a MSS Agreement
described in Section 4.9.1.

MSS Operator An entity that owns an MSS and has executed a MSS
Agreement.

Municipal Tax Exempt An obligation the interest on which is excluded from gross

Debt income for federal tax purposes pursuant to Section 103(a) of

Issued by: Charles F. Robinson, Vice President and General Counsel
Issued on: October 20, 2006 Effective: July 20, 2006




CALIFORNIA INDEPENDENT SYSTEM OPERATOR CORPORATION
FERC ELECTRIC TARIFF Third Revised Sheet No. 514
THIRD REPLACEMENT VOLUME NO. | Superseding Second Revised Sheet No. 514

the internal Revenue Code of 1986 or the corresponding
provisions of prior law without regard to the identity of the holder
thereof. Municipal Tax Exempt Debt does not include Local
Furnishing Bonds.

Must-Offer Capacity The payment made in accordance with Section 43.9 of this ISO
Payment Tariff.
Native Load Load required to be served by a utility within its Service Area

pursuant to applicable law, franchise, or statute.
NERC The North American Electric Reliability Council or its successor.
Net FTR Revenue The sum of: 1) the revenue received by the New Participating

TO from the sale, auction, or other transfer of the FTRs provided
to it pursuant to Section 36.4.3 FTR, or any substantively
identical successor provision of the 1SO Tariff; and 2) for each
hour: a) the Usage Charge revenue received by the New
Participating To associated with its Section 36.4.3 FTRs; minus
b) Usage Charges that are: i) incurred by the Scheduling
Coordinator for the New Participating TO under ISO Tariff
Section 27.1.2.1.4 ii) associated with the New Participating TO’s
Section 36.4.3 FTRs, and iii) incurred by the New Participating
TO for its energy transactions but not incurred as a result of the
use of the transmission by a third-party and minus c) the
charges paid by the New Participating TO pursuant to Section
27.1.2.1.7, to the extent such charges are incurred by the
Scheduling Coordinator of the New Participating TO on
Congested Inter-Zonal Interfaces that are associated with the
Section 36.4.3 FTRs provided to the New Participating TO. The
component of New FTR Revenue represented by item 2)
immediately above shall not be less than zero for any hour.
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Net Negative Uninstructed The real-time change in Generation or Demand associated with

Deviation underscheduled Load (i.e., Load that appears unscheduled in
real time) and overscheduled Generation (i.e., Generation that is
scheduled in forward markets and does not appear in real time).
Deviations are netted for each Settlement Interval, apply to a
Scheduling Coordinator's entire portfolio, and include Load,
Generation, imports and exports.

Net Output The gross Energy output from a Generating Unit less the Station
Power requirements for such Generating Unit during the Netting
Period, or the Energy available to provide Remote Self-Supply
from a generating facility in another Control Area during the
Netting Period.

Netting Period A calendar month, representing the interval over which the Net
Qutput of one or more generating resources in a Station Power
Portfolio is available to be attributed to the self-supply of Station
Power in that Station Power Portfolio.

Net Qualifying Capacity Qualifying capacity reduced, as applicable, based on: (1) testing
and verification; and (2) deliverability restrictions. The Net
Qualifying Capacity determination shall be made by the ISO
pursuant to the provisions of this ISO Tariff and any applicable
manual or procedure.
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Network Upgrades The additions, modifications, and upgrades to the ISO

Controlled Grid required at or beyond the Point of
Interconnection to accommodate the interconnection of the
Large Generating Facility to the ISO Controlled Grid. Network
Upgrades shali consist of Delivery Network Upgrades and
Reliability Network Upgrades.

New High Voltage Facility A High Voltage Transmission Facility of a Participating TO that
is placed in service after the beginning of the transition period
described in Section 4 of Schedule 3 of Appendix F, or a capital
addition made and placed in service after the beginning of the
transition period described in Section 4.2 of Schedule 3 of
Appendix F to an Existing High Voltage Facility.

New Participating TO A Participating TO that is not an Original Participating TO.
Nomogram A set of operating or scheduling rules which are used to ensure

that simuitaneous operating limits are respected, in order to
meet NERC and WECC operating criteria.
Non-Generation Solutions  Solutions proposed by a PTO or an RA Entity that satisfy local

area reliability needs of the ISO which serve as an alternative to
generation capacity, including equipment upgrades, operating
procedures such as switching, manual Load shedding or
automatic Load shedding, and other operational strategies or

tools.

Non-Participating A Generator that is not a Participating Generator.

Generator

Non-Participating TO A TO that is not a party to the TCA or for the purposes of
Sections 16.1 and 16.2 of the ISO Tariff the holder of
transmission service rights under an Existing Contract that is not
a Participating TO.

Non-Spinning Reserve The portion of off-line generating capacity that is capable of

being synchronized and Ramping to a specified load in ten
minutes (or load that is capable of being interrupted in ten
minutes) and that is capable of running (or being interrupted) for
at least two hours.
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NRC The Nuclear Regulatory Commission or its successor.
NRC (Standards) The reliability standards published by the NRC from time to time.
Operating Procedures Procedures governing the operation of the ISO Controlled Grid

as the 1SO may from time to time develop, and/or procedures
that Participating TOs currently employ which the 1SO adopts for
use.

On-Site Self-Supply Energy from a Generating Unit that is deemed to have self-
supplied all or a portion of its associated Station Power load
without use of the ISO Controlied Grid during the Netting Period.

Operating Reserve The combination of Spinning and Non-Spinning Reserve
required to meet WECC and NERC requirements for reliable
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Service Territory may be comprised of the Service Areas of
more than one Local Public Owned Electric Utility, if they are
operating under an agreement with the 1SO for aggregation of
their MSS and their MSS Operator is designated as the
Participating TO.

Queue Position The order of a valid Interconnection Request, relative to all other
pending valid Interconnection Requests, that is established
based upon the date and time of receipt of the valid
Interconnection Request by the I1SO.

Qualifying Capacit The maximum capacity of a Resource Adequacy Resource.
The criteria for calculating Qualifying Capacity from Resource
Adequacy Resources may be established by the CPUC or other
applicable Loca! Regulatory Authority and provided to the 1SO,
or default provisions in Section 40.13 of this ISO Tariff.

Qualifying Facilit A qualifying co-generation or small power production facility
recognized by FERC.

RA Entity Any entity identified in Section 40.1 of the ISO Tariff.
RA Entity Load Share An RA Entity’s proportionate share of load in a TAC Area. The
Percentage RA Entity Load Share Percentage shall be calculated for each

RA Entity by dividing the RA Entity’s actual annual coincident
peak Load in each TAC area in 2005 by the total coincident
peak Load of all RA Entities in the TAC Area in 2005.
Ramping Changing the loading level of a Generating Unit in a constant
manner over a fixed time (e.g., ramping up or ramping down).
Such changes may be directed by a computer or manual

control.
RAS (Remedial Action Protective systems that typically utilize a combination of
Schemes) conventional protective relays, computer-based processors, and

telecommunications to accomplish rapid, automated response to
unplanned power system events. Also, details of RAS logic and
any special requirements for arming of RAS schemes, or
changes in RAS programming, that may be required.
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RCST The Reliability Capacity Services Tariff, as set forth in Section

43 of this ISO Tariff.

RCST Capacity Payment The payment provided pursuant to Section 43.7.1 of the 1ISO
Tariff.

Reactive Power Control Generation or other equipment needed to maintain acceptable

voltage levels on the ISO Controlled Grid and to meet reactive
capacity requirements at points of interconnection on the 1ISO
Controlled Grid.

Real Time Market The competitive generation market controlied and coordinated
by the ISO for arranging real-time Imbalance Energy.

Redispatch The readjustment of scheduled Generation or Demand side
management measures, to relieve Congestion or manage
Energy imbalances.

Registered Data Those items of technical data and operating characteristics
relating to Generation, transmission or distribution facilities
which are identified to the owners of such facilities as being
information, supplied in accordance with the ISO Tariff, to assist
the ISO to maintain reliability of the 1ISO Controlled Grid and to
carry out its functions.
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reasonable uneconomic portion of costs associated with Generation-

related assets and obligations, nuclear decommissioning, and

capitalized Energy efficiency investment programs approved prior to
August 15, 1996 and as defined in the California Assembly Bill No.
1890 approved by the Governor on September 23, 1996.

Short Start Generating Units that that have a cycle time less than five hours

(Start-Up Time plus Minimum Run Time is less than five hours) have a

Start Up Time less than two hours, and that can be fully optimized with

respect to this cycle time.

Site Control Documentation reasonably demonstrating: (1) ownership of, a

leasehold interest in, or a right to develop a site for the purpose of

constructing the Generating Facility; (2) an option to purchase or

acquire a leasehold site for such purpose; or (3) an exclusivity or other

business relationship between Interconnection Customer and the

entity having the right to sell, lease or grant Interconnection Customer

the right to possess or occupy a site for such purpose.

Scheduling and Logging A logging application that allows Market Participants to notify the 1ISO
system for the I1SO of when a unit's properties change due to physical problems. Users can
California (SLIC) modify the maximum and minimum output of a unit, as well as the

ramping capability of the unit.

Significant Event For 2006, a “Significant Event” is an event that results in a material

difference in 1SO Controlled Grid operations relative to what was

assumed in developing the LARN Report for 2006 that causes, or

threatens to cause, a failure to meet Applicable Reliability Criteria. For

2007, a “Significant Event” is an event that results in a material

difference in ISO Controlied Grid operations relative to what was

assumed by the CPUC and Local Regulatory Authorities in developing

Local Resource Adequacy Requirements for 2007 that causes, or

threatens to cause, a failure to meet Applicable Reliability Criteria.

Small Generating Facility A Generating Facility that has a Generating Facility Capacity of no

more than 20 MW.
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Spinning Reserve The portion of unloaded synchronized generating capacity that is

immediately responsive to system frequency and that is capabie of
being loaded in ten minutes, and that is capable of running for at least

two hours.
Stand Alone Network Network Upgrades that an Interconnection Customer may construct
Upgrades without affecting day-to-day operations of the ISO Controlled Grid or

Affected Systems during their construction. The Participating TO, the
ISO, and the Interconnection Customer must agree as to what
constitutes Stand Alone Network Upgrades and identify them in
Appendix A to the Standard Large Generator Interconnection
Agreement,

Standard Large Generator  The form of interconnection agreement applicable to an
Interconnection Interconnection Request pertaining to a Large Generating Facility.
Agreement

(LGIA)
Standard Large Generator The ISO Protocol that sets forth the interconnection procedures

Interconnection applicable to an Interconnection Request pertaining to a Large
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Agreement Agreement dated June 18, 1999 among the WSCC and certain of its

Year-Ahead System
Resource Adequacy
Requirements

Year-Ahead System
Resource Deficiency

Zone

Zonal Settiement Interval

Ex Post Price

2007 Local Reliability Area
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Member transmission operators, as such may be amended from time
to time.

The amount of Qualifying Capacity that a RA Entity must reflect in its
year-ahead Resource Adequacy Plan submitted pursuant to Section
40.2.1 in compliance with Resource Adequacy Rules adopted by the
CPUC or a Local Regulatory Authority, as applicable. '
The monthly deficiency in meeting Year-Ahead System Resource
Adequacy Requirements as determined by the CPUC and applicable
Local Regulatory Authorities.

A portion of the 1ISO Controlled Grid within which Congestion is
expected to be small in magnitude or to occur infrequently. “Zonal”
shall be construed accordingly.

The Zonal Settlement Interval Ex Post Price in a Settlement Interval in
each Zone will equal the absolute-value Energy-weighted average of
the Dispatch Interval Ex Post Prices in each Zone, where the weights
are the system total Instructed Imbalance Energy, except Regulation
Energy, for the Dispatch Interval.

An area for which the CPUC or applicable Local Regulatory Authority
has established a Local Resource Adequacy Requirement for 2007 for
RA Entities subject to their jurisdiction.
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RCST SCHEDULES

Monthly RCST Charge

Original Sheet No. 755B

The Monthly RCST Charge shall be calculated by multiplying the monthly shaping factors by the target

annual capacity price ($73/kW-yr).

Monthly Shaping Factors

Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sept
Oct
Nov

Dec

SP-15 NP-15/7P-26
6.7% 4.9%
5% 4.9%
5% 5.6%
5.8% 4.6%
6.3% 4.8%
8.3% 51%
15.8% 13.7%
17.5% 15.3%
11.7% 13.8%
5.8% 8.7%
6.3% 8.8%
5.8% 9.8%

100%

Total 100%
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Availability

The target Availability for a resource designated under RCST is 85%. Incentives and penalties for
availability above and below the target are as set forth in the table below, entitled “Availability Factor
Table.” The ISO will calculate availability on a monthly basis using actual availability data. The
“Availability Factor” for each month shall be calculated using the following curve:

AVAILABILITY FACTOR TABLE

Availability Capacity Payment Availability
(excluding only Factor Factor
Scheduled
Maintenance)
100% 3.3% 1139
99% 3.3% 1.106
98% 3.3% 1.073
97% 2.5% 1.040
96% 1.5% 1.015
95% ] 1.000
94% -1.5% 985
93% 1.5% 970
92% -1.5% 955
91% 1.5% 940
90% -1.5% 925
£9-80% 179 .908-.755
29-41% 1.9%* 736-.014
40% i 0.0

*The “Capacity Payment Factor” decreases by 1.7% and 1.9% respectively for every 1% decrease in
availability.

The capacity payment will be adjusted upward from the 95% Availability starting point by the positive
percentages listed as the Capacity Payment Factor above, by the amounts listed for each availability
factor above 95%, so that, for example, if a 97% Availability is achieved for the month (as described
below), then the capacity payment for that month would be the monthly value for 95% plus an additional
4% (1.5% for the first percent Availability above 95%, and 2.5% for the second percent Availability above
95%). Reductions in capacity payment will be made correspondingly according to the Capacity Payment
Factor above for monthly availability levels falling short of the 95% availability starting point.

Calculation of the Monthly PER

The ISO shall calculate the Monthly Peak Energy Rent (“Monthly PER”) as follows: immediately following
the end of the month the 1SO will determine all those hours during which the Reference Resource would

Issued by: Charles F. Robinson, Vice President and General Counsel
Issued on: October 20, 2006 Effective: July 20, 2006




CALIFORNIA INDEPENDENT SYSTEM OPERATOR CORPORATION
FERC ELECTRIC TARIFF
THIRD REPLACEMENT VOLUME NO. |

Original Sheet No. 765D

have been dispatched (based on Reference Resource characteristics) to provide either energy or non-
spinning reserves and will calculate, on a per kW-Month basis, the total dollar amount of rent (earnings in
excess of proxy unit variable costs calculated using Reference Resource unit characteristics) that would
have been earned by the Reference Resource. The Reference Resource will be assumed to have been
dispatched for energy in any hour in which the hourly energy price described below is greater than the
Reference Resource variable cost; the ISO shall use its day ahead Non-spinning Reserve price to
caiculate the rent for all hours in which the Reference Resource is not assumed dispatched to provide
energy (i.e., any hour where the hourly price is less than the Reference Resource variable costs).

Hourly price profiles will be determined using the shaping factors for SP-15 and NP15/ZP-26 that appear
below. Hourly energy prices shall be the weighted average of: (1) the applicable zonal on/off peak day-
ahead index prices set forth in Platts Megawatt Daily, shaped to hourly profiles using the factors set forth
below, and (2) the applicable zonal ISO hourly average real-time energy prices. For 20086, the index/ex
post weighting will be 50/50, respectively. For 2007, the index/ex post weighting will be 75/25,
respectively.

The assumed heat rate of the Reference Resource will be 10,500 BTU/KWh. Variable operations and
maintenance costs shall be based on the Energy Information Administration AEO Electricity Market
Module Assumptions, which are currently $3.16/MWh. An emissions allowance of $0.71/MWh shall be
used to estimate variable costs. Gas prices for the Reference Resource will be based on a daily gas
price based on Equation C1-8 (Gas) of the Schedules to the Reliability Must Run Contract for the relevant
Service Area (San Diego Gas & Electric Company, Southern California Gas Company or Pacific Gas and
Electric Company) or, if the resource is served from one of those three Service Areas then from the
nearest of those Service Areas.

NP-15

Mon-Fri Mon-Fri Mon-Fri Sat Sat Sat Sun Sun Sun

JAN-MAY JUN-SEPT OCT-DEC JAN-MAY JUN-SEPT OCT-DEC JAN-MAY JUN-SEPT OCT-DEC

N1 1.05454758  1.00584021  0.99435526 1.43649 1.120844 1.073148 0.755403 0.759704 0.783346
N2 0.85716711  0.86062114  0.91898795 1.032749 1.092377 0.978957 0.600188 0.683139 0.701588
N3 0.75399836 0.79068297  0.92144851 0.758585 0.91744  0.921009 0.458319 0.636187 0.68291
N4 0.71058351  0.79900018  0.89479611 0.680278 0.892744 0.911836 0.444573 0.616409 0.662295
N5 0.78267681 0.8161591 0.94516384 0.630256 0.909543 0.926083 0.362844 0.5641 0.662342
N6 102256586  0.86829359  1.10962719 0.623168 0.709153 © 0.947344 0.293086 0.335463  0.707489
N7 0.75351629 . 0.46629678 = 0.84979936 0.459933 0.363102 0.835985 0.324748 0.244038 0.795325
N8 0.88610975 - 0.66277777 - 0.86218587 0.741872 0.587123 © 0.805198 0.576432  0.514076  0.804009
N9 0.93647065 = 072748598 = 0.87228518 0.967023 0.960062  0.891018 0.923411 0.756354 0.873764
N10 0.98013307 0.83355915  0.99306313 1.050452 . 0.998448 0.917894 1.087891 0.848836 0.970588
N1 1.05081328 - 0.91348904  0.97923559 1.079888 - 0.984474 - 1.02248 1.303241 0.94756  1.027355
N12 1.068781 - 0.96178966 - 0.98802244 1.086984 1.03194 0.961419 1.304385 1.158765 1.097895
N13 1.06644102  1.07695356. . 0.99576872 1.083005 1.00669 0.992817 1.283414  1.168292  1.059999
N14 1.09775977 . 1.22226563- 1.06440722 1.072448 1.0038  1.04347 1.281892 1.283789  1.110655
N15 1.09364901  1.38229366° 1.11766171 1.053707 - 1.124805 ~ 1.05608 1.263359 1.309879  1.150637
N16 1.0841716 ~ 1.44680734 . 1.14665908 1.048562  1.135933  1.056274 1.316946 1.317595 1.140864
N17 1.02358917  1.3710053 1.1033917 1.049893 ~ 1.362503 @ 1.087482 1.311524 1.567664  1.232842
N18 0.9788975 1.21057642  0.95748393 1.049616 ~ 1.327635 . 1.081109 1.30229 171578  1.406331
N19 0.94570613  1.03868542 ° 1.10717179 1.036387 - 1.126072 = 1.09328 1.321985 1.367096 1.419466
N20 0.96174495 0,91022871. 1.13578926 1.048527 - 0.943973 - 1.193558 1.393578  1.139089  1.494944
N21 1.11577915 - 0.94038191 ~  1.03355639 1.133815 1.001619 ° 1.076201 1.778309  1.551657 1.39373
N22 0.95643767  0.8354037 0.79351865 1.037886 1.04182 = 0.885733 1.392837 1.473652 1.062792
N23 1.66132501 1.66415743  1.17445625 1.670367 1.287221 1.205472 1.150247 1.253671 0.972486
N24 1.25713576  1.19524538  1.04116487 1.168106 1.070678 1.036151 0.769097 0.787205 0.786348
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Weekday January through June

Hour January February March April May | June
1 09 097 -1.018 0973 0951 - 945
2 0.858 0.908 0.896 -0.502 0839 ). 0826
3 0.839 . 0.885 0.828 0.849 0.756 745
4 .836 037 .821 = 0.824 0.717 0727

887 0.977 .948 0.578 0.879 1 -0.794
153 111 068 1:008 1.086 0908
.898 0.933 .79 0.77% 08 474
K 1 . 092 613
1.004 0.94 11

0991

Hour January February March Aprll May June
1 0.999 1073 - 1.104 0982 1.071 1.064
2 0.905 0971 0922 0917 0.957 0.382
3 0,899 0.962 0.889 0.383 0339 0.328

0.873 093 ).868 0.855 0814 0,803

091 0.917 .88 0.504 0788

0.972 0.993 .88 969 8

.795 0.855 777, . 0411

.874 0.906 .844 0.248 0.728 0.522

.992 015 .932 0929 | 0885 0,645

.028 .037 .997 0.999 0.984 0,806

008 .048 .027 X 1.055

.005 033 027 X 1,089

0978 009 .032 1054 | 1096 1122

0.939 967 .983 1,042 1.093 1165

.882 0.939 0.963 1022 1,086 1.203

.871 0.892 0949 0973 1071 1255

948 0.899 .934 0962 | 1063 1254

196 1.03 016 0912 1.011 117

195 .135 .199 047 0.934 1.075

141 076 .165 113 1.058 0.984

2 114 .104 133 165 1.237 1.143
22 1.04 .036 022 | 1.076 1.035 1.102
23 1323 117 - 331 327 1.478 1.622
FL) 17 1.038 1.126 1.164 1.18 1.194

Hour Janunry
1 0897

2 0.306

3. 0745
706

.707

). 782

318

.882

0975

1.035

1.049

.1.043

1.029
1.003

0.98

- 1.039

1324

20 1338

2 166

0512
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Weekday July through December

Hour Juty Augast Septemb, October Novembe Decembe
er T v
1 002 0594 1.083 104 0966 1001
2.1 o039 0903 092 0879 - 0834 0883 -
3. .| 081 ]. 085 0782 0751 | 0708 - 0814
0.767 813 0749 069 - - 0723 0895
0796 | _osai | o8z 0825 037 0503
0914|0982 1.045 T1.08 1.266 088
453 547 0634 763 0859 895
€321 _ 0637 0751 858 058 012
728 | 0743 0786 837 0577 012
2357|0822 0855 05 0957 605
0983 | 0959 0965 095 0959 0983
TO5L_| 103 To13 0575 0943 093
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2.4.4 The ISO shall monitor ISO Markets for other categories of conduct, whether by a single firm or by
multiple firms acting in concert, that have material effects on prices in an ISO Market or other payments.
The 1SO shali: (i) seek to amend the foregoing list as may be appropriate to include any such conduct that
would substantially distort or impair the competitiveness of any of the ISO Markets; and (i} seek such
other authorization to mitigate the effects of such conduct from the FERC as may be appropriate.

3 CRITERIA FOR IMPOSING MITIGATION MEASURES
3.1 Identification of Conduct Inconsistent with Competition

Conduct that may potentially warrant the imposition of a mitigation measure includes the
categories described in Section 2.4 above. The thresholds listed in Section 3.1.1 below shall be used to
identify substantial departures from competitive conduct indicative of an absence of workable competition.

3.1.11  Conduct Thresholds for Identifying Economic Withholding

The following thresholds shall be employed by the ISO to identify economic withholding that may
warrant the mitigation of the bid from a resource and shall be determined with respect to a reference level
determined as specified in Section 3.1.1.1:

For Energy Bids to be Dispatched as Imbalance Energy through the RTD Software: the lower of a
200 percent increase or $100/MWh increase in the bid with respect to its Reference Level.

3.1.1.1 Reference Levels
(a) For purposes of establishing reference levels, bid segments shall be defined as follows:

1. the capacity of each generation resource shall be divided into 10 equal Energy bid
segments between its minimum (Pmin) and maximum (Pmax) operating point.

A reference level for each bid segment shall be calculated each day for peak and
off-peak periods on the basis of the following methods, listed in the following
order of preference subject to the existence of sufficient data, where sufficient
data means at least one data point per time period (peak or off-peak) for the bid
segment. Peak periods shall be the periods Monday through Saturday from Hour
Ending 0700 through Hour Ending 2200, excluding holidays. Off-Peak periods
are all other hours.

1. Excluding proxy and mitigated bids, the accepted bid, or the lower of
the mean or the median of a resource’s accepted bids if such a
resource has more than one accepted bid in competitive periods
over the previous 90 days for peak and off-peak periods, adjusted for
daily changes in fuel prices using gas price determined by Equation
C1-8 (Gas) of the Schedules to the Reliability Must-Run Contract for
the relevant Service Area (San Diego Gas & Electric Company,
Southern California Edison Company, or Pacific Gas and Electric
Company), or, if the resource is not served from one of those three
Service Areas, from the nearest of those three Service Areas.
Accepted and justified bids above the applicable soft cap, as set
forth in Section 39.2 of this Tariff, will be included in the calculation of
reference prices.
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2. If the resource is a gas-fired unit that does not have significant
energy limitations, the unit's default Energy Bid determined monthly
as set forth in Section 5.11.5 (based on the incremental heat rate
submitted to the 1SO, adjusted for gas prices, and the variable O&M
cost on file with the ISO, or the default O&M cost of $6/MWh).
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34.1.2.1.1 Frequently Mitigated Adders

Generating Units of Participating Generators for which the ISO denies a must-offer waiver request and for

which only a portion of their capacity is Eligible Capacity, as well as self-scheduled Generating Units of

Participating Generators that have Eligible Capacity, that submit Supplemental Enerqy bids that are

mitigated under Section 3.2.2.2 of Appendix P five times in a single Trading Day, based on five-minute

dispatch periods. and that comply with such notice reguirements, if any, as may be imposed by FERC for

a particular period of time, shall receive a supplemental payment adder (“Frequently Mitigated Adder”) for

the Dispatched Energy that is mitigated for each mitigated interval in that Trading Day beginning with the

10-minute settlement interval of the fifth mitigation and continuing for each following 10-minute settlement

interval through the remainder of the Trading Day, provided that the Frequently Mitigated Adder plus the

Mitigated Price does not exceed the resources’ original Supplemental Bid. The Frequently Mitigated

Adder shall be $40 per megawatt hour multiplied by the ratio of the Eligible Capacity (excluding any

portion of minimum load capacity that is not also Resource Adeguacy, RMR or designated under RCST)

to the total Qualifying Capacity (excluding minimum load level) of the Generating Unit. Generating Units

shall not receive Freguently Mitigated Adders in connection with decremental dispatches.

The total amount of Freguently Mitigated Adders that any Generating Unit can receive in a Trading Day

shall not exceed the Must-Offer Capacity Payment that the Generating Unit would have received pursuant

fo Section 40.14 if the ISO had denied a must-offer waiver denial request. Further, Frequently Mitigated

Adders will stop accruing in any calendar month once the combined value for that month of Frequently

Mitigated Adders. Must-Offer Capacity Payments and Minimum Load imbalance energy payments under

Section 40.8.3 reaches the level of the Monthly RCST Charge (established in Schedule 6 of Appendix F)

reduced by the PER (established in Schedule 6 of Appendix F) for that month multiplied by the

megawatts of Eligible Capacity of that Generating Unit. This Section 34.1.2.1.1 shall expire at midnight

on the earlier of December 31, 2007 or the date immediately before the MRTU goes into effect.




34.1.2.1.2 Allocation of Frequently Mitigated Adder Costs

Costs incurred under Section 34.1.2.1.1 will be allocated in accordance with Section 27.1.3.

& k %

40.6A.6 Resource Adequacy Resource Obligation Process.

Resource Adequacy Resources may seek a waiver of the obligation to offer all Available Generation, as
set forth in Section 40.6A.4 of this ISO Tariff, for one or more of their units. All Resource Adequacy
Resources obligated under their respective Resource Adequacy Plans that have not submitted Day-
Ahead Energy Schedules will be deemed to have requested a waiver, either implicitly or explicitly, of the
obligation to offer all Available Generation. If conditions permit, the ISO may, at its sole discretion, grant
waivers and allow a Resource Adequacy Resource to remove one or more Generating Units from service
and, in doing so, the ISO will first grant waivers to FERC Must-Offer Generators, on a non-discriminatory

basis, that are not also Resource Adequacy Resources, and then, if permissible, the 1ISO may grant

waivers to Resource Adequacy Resources or resources designated as RCST on a non-discriminatory

basis.

The hours for which waivers are not granted shall constitute Waiver Denial Periods. A Waiver Denial
Period shall be extended as necessary to accommodate the unit minimum up and down times. Units
shall be on-line in real time during Waiver Denial Periods, or they will be in violation of the availability.
Exceptions shall be allowed for verified forced outages or as otherwise set forth in Section 40.6A.5. The
ISO may revoke waivers as necessary due to outages, changes in Load forecasts, or changes in system
conditions. The ISO shall determine which waiver(s) will be revoked, and shall notify the relevant

Scheduling Coordinator(s). To the extent conditions permit, the ISO will revoke the waivers of Resource

Adequacy Resources and RCST resources prior to revoking the waivers of FERC Must-Offer Generators.

The ISO shall inform a Resource Adequacy Resource that its Waiver request has been approved,
disapproved or revoked, and shall provide the Resource Adequacy Resource with the reason(s) for the
decision, which reasons shall be non-discriminatory apart from the status of whether the unit is a

Resource Adequacy Resource. The ISO will: (1) notify Resource Adequacy Resources of the ISO




decisions on pending Waiver requests received no later than 10:00 a.m. (beginning of Hour Ending 11)
no later than 11:30 a.m. (middle of Hour Ending 12) on the day before the operating day for which the
Waivers are requested; (2) at any time but no later than 11:30 a.m. on the following day, notify Resource
Adequacy Resources of the [SO decisions on Waiver requests that were submitted to the ISO after 10:00
a.m. (beginning of Hour Ending 11) on the day before; (3) end Waiver Denial Periods at any time; (4)
revoke Waivers at any time, while making best attempts to revoke a Waiver at least 90 minutes prior to
the time a unit would be required to be on-line generating at its Pmin; and (5) revoke a waiver denial for a
Short-Start Resource Adequacy Resource at any time and such revocation will be communicated via a

1SO real-time dispatch or unit commitment instruction.

* k%

40.7 FERC Must-Offer Obligations.

40.7.1 Applicability.

The requirements of Section 40.7 shall apply to (a) all Participating Generators, and (b) all persons,
regardless of whether the person is a "public utility” as defined in Section 201 of the Federal Power Act,
that own or control one or more non-hydroelectric Generating Units or System Units or System Resources
located in California from which energy or capacity is either: (i) sold through any market operated by the
ISO, or (ii) transmitted over the 1ISO Controlled Grid. Each person described in this Section 40.7.1 is

referred to in the I1SO Tariff as a “FERC Must-Offer Generator-,” provided that such person with Eligibie

Capacity designated as RCST shall not be considered a FERC Must-Offer Generator to the extent, and

for the term, of the RCST designation. The requirements of this Section 40.7 shall apply to all non-

hydroelectric Generating Units located in California that are owned or controlled by a FERC Must-Offer

Generator.

40.7.6 FERC Must-Offer Obligation Process.

FERC Must-Offer Generators may seek a waiver of the obligation to offer ail available capacity, as set



forth in Section 40.7 .4 of this ISO Tariff, for one or more of their Generating Units or System Units.

All FERC Must-Offer Generators obligated under the must-offer obligation that have not submitted Day-
Ahead Energy Schedules will be deemed to have requested a waiver, either implicitly or explicitly, of the
obligation to offer all Available Generation. If conditions permit, the 1ISO may, at its sole discretion, grant
waivers and allow a FERC Must-Offer Generator to remove one or more Generating Units or System
Units from service. In doing so, the ISO will first grant waivers to FERC Must-Offer Generators, on a non-
discriminatory basis, that are not also Resource Adequacy Resources and then, if permissible, the ISO

may grant waivers to Resource Adequacy Resources_or resources designated as RCST on a non-

discriminatory basis,

The hours for which waivers are not granted shall constitute Waiver Denial Periods. A Waiver Denial
Period shall be extended as necessary to accommodate Generating Unit minimum up and down times.
Generating Units shall be on-line in real time during Waiver Denial Periods, or they will be in violation of
the must-offer obligation. Exceptions shall be allowed for verified forced outages. The ISO may revoke
waivers as necessary due to outages, changes in Load forecasts, or changes in system conditions. The
ISO shall determine which waiver(s) will be revoked, and shall notify the relevant Scheduling
Coordinator(s). To the extent conditions permit, the ISO will revoke the waivers of Resource Adequacy

Resources_and RCST resources prior to revoking the waivers of other FERC Must-Offer Generators. The

I1SO shall inform a FERC Must-Offer Generator that its Waiver request has been approved, disapproved
or revoked, and shall provide the FERC Must-Offer Generator with the reason(s) for the decision, which
reasons shall be non-discriminatory. The ISO will: (1) notify FERC Must-Offer Generators of the ISO
decisions on pending Waiver requests received no later than 10:00 a.m. (beginning of Hour Ending 11)
no later than 11:30 a.m. (middle of Hour Ending 12) on the day before the operating day for which the
Waivers are requested; (2) at any time but no later than 11:30 a.m. on the following day, notify FERC
Must-Offer Generators of the ISO decisions on Waiver requests that were submitted to the ISO after
10:00 a.m. (beginning of Hour Ending 11) on the day before; (3) end Waiver Denial Periods at any time;

and (4) revoke Waivers at any time, while making best attempts to revoke a Waiver at least 90 minutes

prior to the time a unit would be required to be on-line generating at its Pmin.
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40.14 Capacity Payments Under the FERC Must-Offer Obligation.

As set forth in this Section, Generating Units of FERC Must-Offer Generators that are eligible to recover

Minimum Load Costs pursuant to Section 40.8 and that comply with such notice requirements, if any, as

may be imposed by FERC for a particular period of time; shall also be eligible to recover a Must-Offer

Capacity Payment during Waiver Denial Periods, in addition to such Minimum Load Costs, provided the

Generating Unit does not have an RMR contract, is not a Resource Adequacy Resource and is not

designated as RCST. The Must-Offer Capacity Payment shall equal 1/17™ of the Monthly RCST Charge

as specified in Schedule 6 of Appendix F per megawatt for each day of the Waiver Denial Period,

adjusted pro rata for any hours of that day in which the Generating Unit was ineligible for the recovery of

Minimum Load Costs. For any Trading Day of a calendar month, if the sum of (i) total Must-Offer

Capacity Payments that a FERC Must-Offer Generator has received for a Generating Unit under this

Section 43.9 during that month, (ii) the total Imbalance Energy payments received when that Generating

Unit is running at minimum load. and (iii) the Frequently Mitigated Adder under Section 34.1.2.1.1 during

the calendar month, exceeds the Qualifying Capacity times the maximum Monthly RCST Charge

{(established in Schedule 6 of Appendix F) reduced by the Monthly PER (established in Schedule 6 of

Appendix F), the FERC Must-Offer Generator shall not be eligible to receive Must-Offer Capacity

Payments or the Frequently Mitigated Adder under Section 34.1.2.1.1 for that Generating Unit for that

Trading Day, nor for any other Trading Day in the remainder of the calendar month (but shall continue to

recover Minimum Load Costs and imbalance Energy payments). This Section 40.14 shall expire at

midnight on the earlier of December 31, 2007 or the date immediately before the MRTU goes into effect.

40.14 .1 Allocation of Must-Offer Capacity Payments

The SO shall determine whether the Must-Offer Capacity Payment costs for each FERC Must-Offer

Generator Generating Unit operating during a waiver denia! period are due to (1) local reliability

requirements, (2) zonal requirements. or (3) Control Area-wide requirements. For each month, the ISO

shall sum the Must-Offer Capacity Payments costs and shall allocate those costs as follows:




(1) if the Generating Unit was operating to meet local reliability requirements, the Must-Offer

Capacity Payment costs shall be considered incremental locational costs and shall be

allocated in accordance with Section 40.8.6 (1).

(2) if the Generating Unit was operating due to Zonal requirements, the Must-Offer Capacity

Payment costs shall be allocated in accordance with Section 40.8.6 (2)

(3) if the Generating Unit was operating to satisfy an 1SO Control Area-wide need, the Must-Offer

Capacity Payment costs shall be allocated in accordance with Section 40.8.6 (3).

40.15 Must-Offer Reporting Requirements

Sections 40.15 through 40.15.4 shall expire at midnight on the earlier of December 31, 2007 or the date

immediately before the MRTU goes into effect.

40.15.1 Must-Offer Waiver Denial Report

The ISO shall publish a Must-Offer Waiver Denial Report (*MOWD Report”) on the 1SO Website on a

weekly basis and shall provide a market notice of its availability. The MOWD Report shall indicate the

category of the must-offer waiver denial, i.e., local, zonal or system, and the amount of megawatts

involved in each category. On a daily basis, thirty (30) days after the Trade Day, the ISO will publish on

OASIS the allocation of Un-Recovered Minimum Load Costs for RCST and Resource Adeguacy

Resources and Minimum Load Costs for FERC Must-Offer Generators.

40.15.2 Monthly Minimum Load Cost Report

On a monthly basis, thirty (30) days after the Trade Day, the SO will publish on {SO Website, the monthly

allocation of Un-Recovered Minimum Load Costs for RCST and Resource Adequacy Resources,

Minimum Load Costs for FERC Must-Offer Generators.




40.15.3 Multiple Denial of FERC Must-Offer Waivers

If the ISO issues a denial of must-offer waivers to a FERC Must-Offer Generator on four separate days in

any calendar year. the ISO shall evaluate whether a Significant Event has occurred that warrants

designation of the FERC Must-Offer Generator to provide service under the RCST (*"MOWD Evaluation”).

The ISO shall conduct a MOWD Evaluation after every four separate days on which the 1ISO denies a

must-offer waiver request for such a FERC Must-Offer Generator.

40.15.4 Significant Event/Repeat Waiver Denial Report

The ISO shall publish the results of its assessment of the MOWD Evaluation (“Significant Event/Repeat

MOWD Report"), including an explanation of its decision whether to designate FERC Must-Offer

Generator capacity as RCST, on the ISO Website on a weekly basis unless no Significant Events or

MOWD Evaluations occurred during the week. The ISO will provide a market notice of the availability of

each Significant Event/Repeat MOWD Report. The Significant Event/Repeat MOWD Report shall explain

why the 1SO denied the must-offer waiver request that triggered the assessment of whether a Significant

Event occurred, and whether any Resource Adeguacy Resources, RMR units, or resources designated to

provide service under the RCST were available and called upon by the SO prior to its denial of the FERC

Must-Offer Generator's must-offer waiver request. The 1SO shall also explain why Non-Generation

Solutions were insufficient to prevent the use of denials of must-offer waivers for local reasons. In the

event that the 1SO denies a must-offer waiver request for local or system reasons that do not constitute a

Significant Event or is not due to a Resource Adequacy Resource non-performance, the report shall

include an explanation for such issuance and shall be signed by the ISO's Vice President of Operations.

43 Reliability Capacity Services Tariff

This section 43 of the ISO Tariff shall be referred to as the Reliability Capacity Services Tariff (*RCST").

The RCST as well as changes made to other Sections to implement the Offer of Settlement filed on

March 31, 2006 in Docket No. EL05-146 (changes fo Sections 34.1.2.1.1; 34.1.2.1.2: 40.6A.6;40.7.1;




40.7.6:40.14: 40.14.1: 40.15: 40.15.1: 40.15.2: 40.15.3: 40.15.4: Appendix F Schedule 6; and Appendix

P, Attachment A) shall expire at midnight on the earlier of December 31, 2007 or the date immediately

before the 1SO’s MRTU Tariff goes into effect, except that the provisions concerning compensation, cost

allocation and settlement shall remain in effect until such time as RCST resources have been finally

compensated for their services rendered under the RCST prior to the termination of the RCST, and the

ISO has finally allocated and recovered the costs associated with such RCST compensation.

43.1 Designation

The ISO shall have the authority provided in this Section 43.1 to designate Eligible Capacity or System

Resources to provide services under the RCST as set forth in this Section 43.

43.2 Local RCST Designations

The ISO may designate Eligible Capacity to provide services under the RCST to meet local reliability

needs to the extent provided in this Section 43.2.

43.2.1 2007 Local RCST Designations

For 2007, the CPUC and Local Requlatory Authorities may establish Local Resource Adequacy

Reguirements for the RA Entities subject to their respective jurisdictions. In addition, the State Water

Resources Development System, commonly known as the State Water Project of the California

Department of Water Resources, shall be required to develop, in conjunction with the ISO. a program that

ensures that it will not unduly rely on the local resource procurement practices of other load serving

entities. Scheduling Coordinators for RA Entities, in accordance with the requirements of the CPUC or

Local Requlatory Authorities, as applicable, shall submit to the 1SO a Local Resource Adequacy

Demonstration listing the Qualifying Capacity that they will make available to the ISO for purposes of

satisfying any Local Resource Adequacy Reguirement applicable to them in 2007. Such Qualifying

Capacity must be made available to the ISO in accordance with Section 40.6A. Following both the

CAISO’s identification of any Local Resource Adequacy Requirement Deficiency and any CPUC or Local




Regulatory Authority-established opportunity to correct such deficiency, the 1ISO may designate Eligible

Capacity to provide services under the RCST consistent with the criteria set forth in Section 43.2.2, taking

into account all RMR and Resource Adequacy Resources that will be made available to the SO in 2007,

whether or not any of those resources are located in the 2007 Local Reliability Area. The ISO may

designate Eligible Capacity to provide service under this Section 43.2.1 to the extent necessary to cover

any remaining Local Resource Adequacy Deficiency only after: (i) RMR_Units have been designated in

the local area reliability study process for 2007, and (ii) the 1SO has completed its evaluation of all

Resource Adequacy Plans for 2007. Designations of Eligible Capacity to provide services under the

RCST made pursuant to this section shall have a term that commences on January 1, 2007, and expires

on the earlier of midnight, December 31, 2007, or midnight on the day preceding the implementation of

the MRTU Tariff.

43.2.2 Selection of Eligible Capacity Designated for Local Reliability

The 1SO will make designations of Eligible Capacity under Section 43.2 based on the lowest overall cost

for each 2007 Local Reliability Area considering the following factors: the effectiveness of the Eligible

Capacity, the quantity of Eligible Capacity of the resource relative to the remaining amount of capacity

that is needed: and the Start-Up and Minimum Load Costs associated with the Eligible Capacity. The

{SO shall have reasonable allowance to designate under the RCST an amount of Eligible Capacity from a

Generating Unit that is slightly more or slightly less than a deficiency due to the quantity of Eligible

Capacity from such Generating Unit that is available and suitable to meet the deficiency, consistent with

the criteria in this section.

43.3 System RCST Designations

The SO may designate Eligible Capacity for calendar years 2006 and 2007 to the extent provided in this

Section 43.3.

43.3.1 Annual System Reliability Capacity Services Designations




No sooner than May 17, 2006, and following the 1SO’s review of the annual Resource Adequacy Plans

submitted pursuant to Section 40.2.1 and, for 2007, any designation of Eligible Capacity pursuant o

Section 43.2.1, the ISO may designate Eligible Capacity or System Resources to provide services under

the RCST under this Section 43.3 fo the extent necessary to cover the aggregate Year-Ahead System

Resource Deficiency consistent with the criteria set forth in Section 43.3.3.

A designation of Eligible Capacity or System Resources to provide services under the RCST made

pursuant to this Section 43.3.1 shall be for a minimum term of three months, provided that, at the

discretion of the 1SQ, the designation term during 2006 may be extended to a maximum of the four

summer months of June through September and, for 2007, the designation term during 2007 may be

extended up to a maximum term of the five summer months of May through September.

43.3.2 Monthly System Reliability Capacity Services Designations

Following its review of the monthly Resource Adequacy Plans submitted by Scheduling Coordinators

pursuant to Section 40.2.2. the ISO may designate Eligible Capacity or System Resources to provide

services under the RCST under this Section 43.3 o the extent necessary to cover the aggregate Month-

Ahead System Resource Deficiency consistent with the criteria set forth in Section 43.3.3.

Designations of Eligible Capacity or System Resources to provide services under the RCST made

pursuant to this Section 43.3.2 shall be for the lesser of three months, the remainder of the calendar year

or the period of time until the MRTU Tariff becomes effective.

43.3.3 Selection of Eligible Capacity Designated for System Reliability

The 1SO will make designations of Eligible Capacity or System Resources under this Section 43.3 based

on the following factors: the effectiveness of the Eligible Capacity in addressing local and/or zonal

constraints in addition to meeting system needs; the guantity of Eligible Capacity of the resource; the

Start-Up and Minimum Load Costs associated with the Eligible Capacity; and the effectiveness of the

Eligible Capacity at reducing the Minimum Load Costs that might otherwise be incurred as a result of
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must-offer waiver denials. System Resources shall be subject to the ISO’s established import limits as

specified in accordance with Section 40.5.2.2. The ISO shall have reasonable allowance to designhate

under the RCST an amount of Eligible Capacity from a Generating Unit or System Resource that is

slightly more or slightly less than a deficiency due to the quantity of Eligible Capacity from such

Generating Unit or System Resource that is available and suitable to meet the deficiency, consistent with

the criteria in this section.

434 RCST Designations For Significant Events

The 1SO may designate Eligible Capacity or System Resources to provide service under this Section 43.4

following a Significant Event, and taking into account the expected duration of the Significant Event. if

such an RCST designation is necessary to remedy any resulting material difference in 1ISO Controlled

Grid operations relative to the assumptions reflected in the LARN Report for 2006 or relative to the

assumptions underlying the CPUC’s and, if applicable, a Local Reguliatory Authority's development of

Local Resource Adequacy Requirements for 2007. An RCST designation due to a Significant Event shall

have a minimum term of three months and a maximum term up to the period of time which the {ISO

determines the Significant Event will remain in effect, provided that in no event shall the term of such

RCST designation extend beyond the earlier of midnight on December 31, 2007 or midnight the day

before the effective date of MRTU implementation. Any RCST designations under this section shall be in

accordance with the criteria set forth in Section 43.3.3.

43.5 Obligations of a Resource Designated under the RCST

43.5.1 Must-Offer Obligations

Generating Units designated under the RCST shall be subject to all of the availability, must-offer,

dispatch, testing, reporting, and verification obligations applicable to Resource Adequacy Resources

identified in Resource Adequacy Plans under Section 40.6A of the ISO Tariff. Generating Units

designated under the RCST shall also, to the extent that they have any available capacity not designated
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under RCST or under contract as a Resource Adequacy Requirements resource, offer such capacity into

the next available Ancillary Service markeis.

43.5.2 Replacement Option

if a Generating Unit designated under the RCST is unavailable when issued a must-offer waiver denial

by the ISO pursuant to Section 40.7.6 of the IS0 Tariff, the Scheduling Coordinator for the resource

may, within 2 hours for a must-offer waiver denial issued prior to the Hour-Ahead market and within 30

minutes for a must-offer waiver denial issued in Real-Time, substitute capacity from such Generating

Unit with Eligible Capacity that: (i) is located at the same bus, or (ii) if not located at the same bus, is

located in the same Local Reliability Area or 2007 Local Reliability Area, whichever is applicable, and

which meets the ISQ’s effectiveness and operational needs, including size of resource, as determined

by the ISQ in its reasonable discretion. If the Scheduling Coordinator substitutes such Eligible

Capacity, the Scheduling Coordinator must pay all additional Minimum Load Costs, Start-Up Costs,

Emissions Costs (above the corresponding costs of the Generating Unit that is being substituted), and

any bilateral contract costs incurred by the Scheduling Coordinator, as a result of the substitution. The

actual Availability of the substitute resource will be used for the purposes of the calculations in

Appendix F. Schedule 6.

43.5.3 Termination of Obligations

if a Participating Generator's Eligible Capacity is designated by the CAISO under the terms of the

RCST, and the Participating Generator has not filed a notice to withdraw from the Participating

Generator Agreement (“PGA"), then the Participating Generator shall be obligated to perform in

accordance with the RCST for the term of the RCST designation. If a Participating Generator’s Eligible

Capacity is designated under the terms of the RCST after the Participating Generator has filed a notice

to withdraw from its PGA, then the Participating Generator shall be obligated to perform in accordance

with the RCST until the date that its PGA effectively terminates, but the Participating Generator shall

be under no obligation to so perform after the effective date of the PGA termination. If a Participating
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Generator's Eligible Capacity is designated under the RCST after the Participating Generator has filed

notice to withdraw from its PGA, and the Participating Generator agrees to provide service under the

RCST, then the Participating Generator will enter into a PGA for the designated generating unit and

invoice the 1SO for any actual applicable restoration costs as provided in the RMR Service Agreement.

43.6 RCST Report

The ISO shall publish a monthly report on the SO Website which shall show the resources designated

under RCST, the megawatts of each RCST capacity designation, the duration of RCST designations, the

reason for the RCST designation, and all payments, excluding costs covered in the Minimum Load Cost

Report described in Section 43.11.2 herein, in dollars, itemized for system purposes as well as for each

Local Reliability Area or 2007 Local Reliability Area, whichever is applicable. The 1SO will provide a

market notice of the availability of this report.

43.7 Payments to Resources Designated Under the RCST

43.7.1 RCST Capacity Payment

Scheduling Coordinators representing resources designated under this Section 43 will receive a RCST

Capacity Payment equal to the product of the Net Qualifying Capacity, the relevant Availability Factor as

determined in accordance with Appendix F, Schedule 6. and the difference between the monthly RCST

charge and 5% of the Peak Energy Rent, i.e., Net Qualifying Capacity x Availability Factor x (Monthly

RCST Charge (Monthly Peak Energy Rent x .95)). The ISO shall determine the Availability Factor,

Monthly RCST Charge and Monthly Peak Energy Rent in accordance with Appendix F, Schedule 6 of the

Tariff. For purposes of this section 43.7.1, the term Net Qualifying Capacity shall mean the Megawatt

value for a RCST resource as reflected in the document entitled Qualifying Capacity Megawatt Values for

RA Planning Purposes (or any successor document) as posted on the ISQ website, provided that, to the

extent a particular resource has a stated monthly value(s), the applicable Net Qualifying Capacity shall be

the average of the stated values for the months in which the resource will have an RCST designation.

For purposes of the RCST, Availability shall be calculated as the ratio of. (1) the sum of the Net Qualifying

Capacity MW for each hour of the month across all hours of the month, where the actual capacity MW
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available to the ISO shall be substituted for Net Qualifying Capacity MW for each hour the resource is not

on an Authorized Qutage, to (2) the product of Net Qualifying Capacity MW and the total hours in the

month. For purposes of this section, an Authorized QOutage shall be limited to the following: (a) an ISO-

approved, planned outage that exists at the time of RCST designation and is scheduled to occur during

the term of an RCST designation provided that (i) such outage is not the result of a prior outage that was

forced or not otherwise scheduled and approved by the ISO, and (ii) such outage may be rescheduled by

the ISO during the term of the RCST designation period, provided that the term of the {SO-approved

outage and the capacity derate at time of the RCST designation are not exceeded, or (b) an {SO-

approved maintenance outage that is scheduled during the RCST designation period, provided such

outage is not the result of a prior outage that was forced or not otherwise scheduled and approved by the

I1SO.
43.7.2 Minimum Load, Emissions and Start-Up Costs
43.7.2.1 Minimum Load Costs

Scheduling Coordinators representing resources designated under this Section 43 shall be eligible for

recovery of Minimum Load Costs in the same manner that Scheduling Coordinators representing

Resource Adequacy Resources included in Resource Adequacy Plans are eligible for the recovery of

such costs under Sections 40.6B of the Tariff.

43.7.2.1.1 Allocation of Unrecovered Minimum Load Costs

Unrecovered Minimum Load Costs under Section 43.7.2.1 shall be allocated in accordance with Section

40.6B.5 of the ISO Tariff.

43.7.2.2 Emissions Costs

Scheduling Coordinators representing resources designated under this Section 43 shall be eligible for

recovery of Emissions Costs in the same manner that Scheduling Coordinators representing Resource

Adequacy Resources included in Resource Adequacy Plans are eligible for the recovery of such costs

under Sections 40.11 of the ISO Tariff.

43.7.2.2.1 Recovery of Emissions Costs
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The iSO will recover funds to pay Emissions Costs under Section 43.7.2.2 in accordance with Sections

40.11 of the ISQO Tariff.

43.7.2.3 Start-Up Costs

Scheduling Coordinators representing resources designated under this Section 43 shall be eligible for

recovery of Start-Up Costs in the same manner that Scheduling Coordinators representing Resource

Adequacy Rescurces included in Resource Adequacy Plans are eligible for the recovery of such costs

under Sections 40.12 of the ISQ Tariff.

43.7.2.3.1 Recovery of Start-Up Costs

The ISO will recover funds to pay Start-Up Costs under Section 43.7.2.3 in accordance with Sections

40.12 of the 1SO Tariff.

43.8 Allocation of RCST Capacity Payment Costs

For each month, the SO shall allocate the costs of RCST Capacity Payments made pursuant to Section

43.7.1 as follows:

(1) Annual System RCST Designations: If the ISO makes RCST designations under Section

43.3.1, then the ISO will allocate the total costs of RCST Capacity Payments for such

RCST designations (for the full term of those RCST designations) pro rata to each SC-

RA Entity based on its portion of the aggregate Year-Ahead System Deficiency.

(2) Monthly System RCST Designations: If the ISO makes RCST designations under Section

43.3.2, then the ISO will allocate the total costs of RCST Capacity Payments for such

RCST designations (for the full term of those RCST designations) pro rata to each SC-

RA Entity based on its portion of the aggregate Month-Ahead System Deficiency.

(3) Local RCST Designations for 2007.

[Reserved]
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4

Significant Event RCST Designations for 2006: If the ISO makes any Significant Event

(5)

RCST designations under Section 43.4 during 2006, the ISO will allocate the costs of

such designations to all SC-RA Entities in the TAC Area(s) in which the Significant Event

caused or threatened to cause a failure to meet Applicable Reliability Criteria based on

Scheduling Coordinators’ RA Entity Load Share Percentage(s) in such TAC Area(s).

Significant Event Designations for 2007.

[Reserved]
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Eligible Capacity

LARN Report for 2006

APPENDIX A TO THE ISO TARIFF

* % %

Capacity of Generating Units of Participating Generators located

within the 1SO Control Area except the following: capacity

associated with hydroelectric generation, nuclear generation,

QFs, generation resources within a Metered Subsystem,

resources owned by the California Department of Water

Resources, State Water Project; capacity of a Generating Unit

with a Reliability Must-Run contract, during the term of such

contract; capacity of a Resource Adequacy Rescurce that is

identified in any Resource Adeguacy Plan in accordance with

Section 40, during the time that such capacity is identified on the

Resource Adequacy Plan; and capacity that has been

designated to provide service under the RCST. during the term

of the designation.

The report. published by the 1SO, which identifies each Local

Reliability Area for 2006 and the contingencies that require the

1SO to specify a geographically contiguous area as a Local

Reliability Area, and the amount of generation (in MW) needed

for each Local Reliability Area in order to satisfy Applicable

Reliability Criteria, taking into account Non-Generation

Solutions.
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Local Reliability Area

Local Resource Adequacy

For 2008, a geographically contiguous area within a TAC Area

that the CAISO has determined, through reliability studies,

requires resources that are effective to meet Applicable

Reliability Criteria.

The Resource Adequacy Requirement established by the CPUC

Requirement

Month-Ahead System
Resource Adeguacy

Requirements

Month-Ahead System
Resource Deficiency

Monthly RCST Charge

or a Local Requlatory Authority in a 2007 Local Reliability Area

{or for 2007 Local Reliability Areas in the aggregate) for each

RA Entity subject to their jurisdiction.

* % %

The amount of Qualifying Capacity that a RA Entity must reflect

in_its monthly Resource Adeguacy Plan submitted pursuant o

Section 40.2.2 in compliance with Resource Adequacy Rules

adopted by the CPUC or a Local Regulatory Authority, as

applicable.

The monthly deficiency in meeting the Month-Ahead System

Resource Adegquacy Requirements as determined by the CPUC

and applicable Local Regulatory Authorities for each RA Entity

subiject to their jurisdiction.

The monthly charge determined in accordance with Appendix F,

Schedule 6.
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MRTU Tariff

Must-Offer Capacity
Payment

Non-Generation Solutions

The I1SO Tariff that will implement the 1SO’s Market Redesign

and Technology Upgrade (*“MRTU").

The payment made in accordance with Section 43.9 of this ISO

Tariff.

Solutions proposed by a PTO or an RA Entity that satisfy local

RA Entity

RA Entity Load Share
Percentage

area reliability needs of the 1SO which serve as an alternative to

generation capacity, including equipment upgrades, operating

procedures such as switching, manual Load shedding or

automatic Load shedding, and other operational strategies or

fools.

Any entity identified in Section 40.1 of the SO Tariff.

An RA Entity's proportionate share of load in a TAC Area. The

RA Entity Load Share Percentage shall be calculated for each

RA Entity by dividing the RA Entity's actual annual coincident

peak Load in each TAC area in 2005 by the total coincident

peak Load of all RA Entities in the TAC Area in 2005.
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RCST

RCST Capacity Payment

Significant Event

Year-Ahead System

Resource Adequacy
Requirements

Year-Ahead System
Resource Deficiency

The Reliability Capacity Services Tariff, as set forth in Section

43 of this ISO Tariff.

The payment provided pursuant to Section 43.7.1 of the ISO

Tariff.

* % &

For 2006, a “Significant Event” is an event that results in a

material difference in ISO Controlled Grid operations relative to

what was assumed in developing the LARN Report for 2006 that

causes, or threatens o cause, a failure to meet Applicable

Reliability Criteria. For 2007, a “Significant Event’ is an event

that results in a material difference in 1SO Controlied Grid

operations relative to what was assumed by the CPUC and

Local Regulatory Authorities in developing Local Resource

Adeguacy Requirements for 2007 that causes, or threatens o

cause, a failure to meet Applicable Reliability Criteria.

* k %

The amount of Qualifying Capacity that a RA Entity must reflect

in its year-ahead Resource Adequacy Plan submitted pursuant

to Section 40.2.1 in compliance with Resource Adequacy Rules

adopted by the CPUC or a Local Regulatory Authority, as

applicable.

The monthly deficiency in meeting Year-Ahead System

Resource Adequacy Requirements as determined by the CPUC

and applicable Local Requlatory Authorities.
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* % %

2007 Local Reliability An area for which the CPUC or applicable Local Regulatory
Area

Authority has established a Local Resource Adequacy

Requirement for 2007 for RA Entities subject to their jurisdiction.

& % &
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ISO TARIFF APPENDIX F
Schedule 6

RCST SCHEDULES

Monthly RCST Charge

The Monthly RCST Charge shall be calculated by multiplying the monthly shaping factors by the target
annual capacity price ($73/KW-yr).

Monthly Shaping Factors

SP-15 NP-15/7P-26

Jan 8.7% 4.9%
Feb 5% 4.9%
Mar 5% 5.6%
Apr 5.8% 4.6%
May 6.3% 4.8%
Jun 8.3% 5.1%
Jul 15.8% 13.7%
Aug  17.5% 15.3%
Sept  11.7% 13.8%
Oct 5.8% 8.7%
Nov__ 6.3% 8.8%
Dec  5.8% 9.8%
Total 100% 100%
Availability

The target Availability for a resource designated under RCST is 95%. Incentives and penalties for
availability above and below the target are as set forth in the table below, entitted "Availability Factor
Table.” The ISO will calculate availability on a monthly basis using actual availability data. The
“Availability Factor” for each month shall be calculated using the following curve:
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AVAILABILITY FACTOR TABLE

Availability Capacity Payment Availability
(excluding only Factor Factor
Scheduled
Maintenance)
100% 3.3% 1.139
99% 3.3% 1.106
98% 3.3% 1.073
97% 2.5% 1.040
96% 1.5% 1.015
95% . 1.000
94% 1.5% 985
93% 1.5% 970
92% -1.5% 985
91% 1.5% 940
90% -1.5% 925
89-80% 1.7%* -908-755
79-41% -1.9%"* .736-014
-40% - 8.0

*The “Capacity Payment Factor” decreases by 1.7% and 1.9% respectively for every 1% decrease in
availability.

The capacity payment will be adjusted upward from the 95% Availability starting point by the positive
percentages listed as the Capacity Payment Factor above, by the amounts listed for each availability
factor above 95%, so that. for example, if a 97% Availability is achieved for the month (as described
below), then the capacity payment for that month would be the monthly value for 85% plus an additional
4% (1.5% for the first percent Availability above 95%, and 2.5% for the second percent Availability above
95%). Reductions in capacity payment will be made correspondingly according to the Capacity Payment
Factor above for monthly availability levels falling short of the 95% availability starting point.

Calculation of the Monthly PER

The ISO shall calculate the Monthly Peak Energy Rent (“Monthly PER”") as follows: immediately following
the end of the month the 1SO will determine all those hours during which the Reference Resource wouid
have been dispatched (based on Reference Resource characteristics) to provide either energy or non-
spinning reserves and will calculate, on a per kW-Month basis, the total doliar amount of rent (earnings in
excess of proxy unit variable costs calculated using Reference Resource unit characteristics) that would
have been earned by the Reference Resource. The Reference Resource will be assumed to have been
dispatched for energy in any hour in which the hourly energy price described below is greater than the
Reference Resource variable cost: the ISO shall use its day ahead Non-spinning Reserve price to
calculate the rent for all hours in which the Reference Resource is not assumed dispatched to provide
energy {i.e.. any hour where the hourly price is less than the Reference Resource variable costs).

Hourly price profiles will be determined using the shaping factors for SP-15 and NP15/ZP-26 that appear
below. Hourly energy prices shall be the weighted average of; (1) the applicable zonal on/off peak day-
ahead index prices set forth in Platts Megawatt Daily, shaped to hourly profiles using the factors set forth
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below, and (2) the applicable zonal ISO hourly average real-time energy prices. For 2006, the index/ex

post weighting will be 50/50. respectively. For 2007, the index/ex post weighting will be 75/25,

respectively.

The assumed heat rate of the Reference Resource will be 10,500 BTU/KWh. Variable operations and

maintenance costs shall be based on the Energy Information Administration AEO Electricity Market

Module Assumptions, which are currently $3.16/MWh. An emissions allowance of $0.71/MWh shall be

used to estimate variable costs. Gas prices for the Reference Resource will be based on a daily gas

price based on Equation C1-8 (Gas) of the Schedules to the Reliability Must Run Contract for the relevant

Service Area (San Diego Gas & Electric Company, Southern California Gas Company or Pacific Gas and

Electric Company) or, if the resource is served from one of those three Service Areas then from the

nearest of those Service Areas.

Mon-Fri Mon-Fri Mon-Fri Sat Sat Sat
JAN-MAY JUN-SEPT  QCT-DEC JAN-MAY JUN-SEPT OCT-DEC
N1 1.05454758 1.00584021 0.99435526 143649 1.120844 1.073148
N2 0.85716711 0.86062114 0.91898795 1.032749 1.092377 0.978957
N3 0.75399836  0.79068297 0.92144851 0.758585 0.91744 0.921009
N4 0.71058351 0.79900018 0.89479611 0.680278 0.892744 0.911836
NE 0.78267681 0.8161591 0.94516384 0.630256 0.909543 0.926083
N6 1.02256586 0.86829358 1.10962719 0.623168 0.709153 0.947344
N7 0.75351629 0.46629678 (.84979936 0.459933 0.363102 0.835985
N8 0.88610975 0.66277777 0.86218587 0.741872 0.587123 0.805198
N9 0.93647065 0.72748598 0.87228518 0.967023 0.960062 0.891018
N10 0.98013307 0.83355915 0.89306313 1.050452 0.998448 0.917894
N1t 1.05081328 0.91348904 0.97923559 1.079888 0.984474  1.02248
Ni2 1.068781 0.96178966 0.98802244 1.086984 1.03184 0.961419
N13 1.06644102 1.07695356 0.99576872 1.083005 1.00669 0992817
N14 1.08778977 1.22226563  1.08440722 1.072448 1.0038  1.04347
N15 1.09364901 1.38229366 1.11766171 1.063707 1.124805 1.05608
N18 1.0841716 1.44680734 1.14665908 1.048562  1.135933 1.056274
N17 1.02358917  1.3710083 1.1033917 1.049893 1.362603 1.087482
N18 0.9788975 1.21057642 0.95748393 1.049616 1.327635 1.081109
N19 0.94570613 1.03868542 1.10717179 1.036387 1.126072 1.09328
N20 0.961744956 0.91022871 1.13578926 1.048527 0.943973 1.193558
N21 1.11577818  0.94038191 1.03355639 1133815 1.001619 1.076201
N22 0.95643767 0.8354037 0.79351865 1.037886 1.04182 0.885733
N23 1.56132501 1.66415743  1.17445625 1.670367 1.287221 1.205472
N24 1.25713576 1.19524538 1.04116487 1.168106 1.070678 1.036151
SP-15

Weekday January through June

Hoar Jastary Febniary Murch Aprid May June
3 9_?_ 957 KTy '3 &
N 0.858 U.308 896
3 (') D

. X34 Q811
887 06948
RE T8
. 898 079
007 .892
17 341
_Qf1 .H%3
976 337
03 08
©.543 08s
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Sun Sun Sun

JAN-MAY JUN-SEPT OCT-DEC
0.755403 0.759704 0.783346
0.600188 0.683139 (.701588
0.458319 0.636187 0.68291
0.444573 0.616409 0.662295
0.362844 0.5641 0.862342
0.293086 0.335463 0.707489
0.324748 0.244038 0.795325
0.576432 0514076 0.804009
0.923411 0756354 0873764
1.087891 0.848836 0.970588
1.303241 0.94766  1.027355
1.304385 1.158765 1.097895
1.283414 1.168292 1.059989
1.281892  1.283789  1.110655
1.263359  1.300879  1.150837
1316946 1.317595  1.140864
19115624  1.567664 1.232842
1.30229 1.71578  1.406331
1.321985  1.367096 1.419466
1.393578  1.139089  1.494944
1778309  1.551657 1.39373
1.992837 1473652 1062792
1.150247  1.253671 0.972486
0.769097 0.787205 0.786348




Saturday January through June
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Saturday July through December
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1ISO TARIFF APPENDIX P

Attachment A

Conduct Warranting Mitigation

ISO Market Monitoring Plan

Market Mitigation Measures

3 CRITERIA FOR IMPOSING MITIGATION MEASURES

3.1.1.1 Reference Levels

(a) For purposes of establishing reference levels, bid segments shall be defined as follows:

1. the capacity of each generation resource shall be divided into 10 equai Energy bid
segments between its minimum (Pmin) and maximum (Pmax) operating point.

A reference level for each bid segment shall be calculated each day for peak and
off-peak periods on the basis of the following methods, listed in the following
order of preference subject to the existence of sufficient data, where sufficient
data means at least one data point per time period (peak or off-peak) for the bid
segment. Peak periods shall be the periods Monday through Saturday from Hour
Ending 0700 through Hour Ending 2200, excluding holidays. Off-Peak periods
are ali other hours.

1.

Excluding proxy and mitigated bids, the accepted bid, or the lower of
the mean or the median of a resource’s accepted bids if such a
resource has more than one accepted bid in competitive periods
over the previous 90 days for peak and off-peak periods, adjusted for
dailymenthly changes in fuel prices using_gas price determined by
Equation C1-8 (Gas) of the Schedules to the Reliability Must-Run
Contract for the relevant Service Area (San Diego Gas & Electric
Company, Southern California Edison Company, or Pacific Gas and
Electric Company), or, if the resource is not served from one of those
three Service Areas, from the nearest of those three Service Areas.

theproxy-figure-for-natural-gas-prices posted-on-the 1ISO- Home
Page- Accepted and justified bids above the applicable soft cap, as
set forth in Section 39.2 of this Tariff, will be included in the
calculation of reference prices.

If the resource is a gas-fired unit that does not have significant
energy limitations, the unit's default Energy Bid determined monthly
as set forth in Section 5.11.5 (based on the incremental heat rate
submitted to the ISO, adjusted for gas prices, and the variable Q&M
cost on file with the I1SO, or the default O&M cost of $6/MWh).
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(b)

3. For non gas-fired units and gas-fired units that have significant
energy limitations, a level determined in consultation with the Market
Participant submitting the bid or bids at issue, provided such
consultation has occurred prior to the occurrence of the conduct
being examined by the 1SO, and provided the Market Participant has
provided sufficient data on a unit's energy limitations and operating
costs (opportunity cost for energy limited resources) in accordance
with specifications provided by the I1SO.

4. The mean of the Economic Market Clearing Prices for the units’
relevant location (Zone or node commensurate with the pricing
granularity in effect) during the lowest-priced 25 percent of the hours
that the unit was dispatched or scheduled over the previous 90 days
for peak and off-peak periods, adjusted for changes in fuel prices; or

5. If sufficient data do not exist to calculate a reference level on the
basis of the first, second, or fourth methods and the third method is
not applicable or an attempt to determine a reference level in
consultation with a Market Participant has not been successful, the
1SO shall determine a reference level on the basis of:

i. the ISO's estimated costs of an Electric Facility, taking into
account available operating costs data, opportunity cost, and
appropriate input from the Market Participant, and the best
information available to the ISO; or

ii. an appropriate average of competitive bids of one or more
similar Electric Facilities.

The reference levels ($/MWh bid price) for the different bid segments of each resource
(or import bid curve of a Scheduling Coordinator at a Scheduling Point) shall be made
monotonically non-decreasing by the 1SO by proceeding from the lowest MW bid
segment moving through each higher MW bid segment. The reference level of each
succeeding bid segment shall be the higher of the reference level of the preceding bid
segment or the reference level determined according to paragraph (a) above.
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ATTACHMENT C



COMPARISON OF REVISIONS CONTAINED IN THE 3/31/06 OFFER OF

SETTLEMENT IN THIS PROCEEDING AND REVISIONS CONTAINED IN THIS

COMPLIANCE FILING

1SO Tariff Section

Differences Between the Revisions to the ISO
Tariff Contained in the 3/31/06 Offer of
Settlement and the Revisions to the ISO Tariff
Contained This Compliance Filing

Section 8.5.4(f)

Backed out the revisions to this section
contained in the 3/31/06 Offer of Settlement

Section 8.5.4(g)

Backed out the revisions to this section
contained in the 3/31/06 Offer of Settlement

Section 8.5.4(h)

Backed out the addition of this section contained
in the 3/31/06 Offer of Settlement

Section 34.1.2.1.1

Changed the phrase “Must-Offer Waiver” to
“must-offer waiver”

Changed the phrase “section 3.2.2.2” to “Section
3222

Added the phrase “and that comply with such
notice requirements, if any, as may be imposed
by FERC for a particular period of time,”

Changed the phrase “Must Offer Capacity
Payment” to “Must-Offer Capacity Payment” in
two places

Changed the phrase “must offer waiver” to “must-
offer waiver”

Section 34.1.2.1.2

No changes

Section 40.6A.6

Changed the phrase “FERC Must Offer
Generators” to “FERC Must-Offer Generators”

Section 40.7.1

Changed the phrase “FERC Must Offer
Generator” to “FERC Must-Offer Generator”

Section 40.7.6

No changes

Section 40.14

Changed the phrase “Must Offer Obligation” to
“Must-Offer Obligation”

Added the phrase “and that comply with such
notice requirements, if any, as may be imposed




ISO Tariff Section

Differences Between the Revisions to the ISO
Tariff Contained in the 3/31/06 Offer of
Settlement and the Revisions to the ISO Tariff
Contained This Compliance Filing

by FERC for a particular period of time,”

Changed the phrase “FERC Must Offer
Generators” to “FERC Must-Offer Generators”

Changed the phrase “FERC Must Offer
Generator” to “FERC Must-Offer Generator” in
two places

Section 40.14.1

Changed the phrase “Must Offer Capacity
Payments” to “Must-Offer Capacity Payments”

Changed the phrase “Must Offer Capacity
Payment” to “Must-Offer Capacity Payment’

Section 40.15

Changed the phrase “Must Offer” to “Must-Offer”

Section 40.15.1

Changed the phrase “Must Offer” to “Must-Offer”

Changed the phrase “Un-recovered” to “Un-
Recovered”

Section 40.15.2

Changed the phrase “Un-recovered” to “Un-
Recovered’

Section 40.15.3

Changed the phrase “FERC Must Offer
Generator” to “FERC Must-Offer Generator” in
two places

Changed the phrase “Must-Offer waiver request
such a” to “must-offer waiver request for such a”

Section 40.15.4

Changed the phrase “FERC Must Offer
Generator” to “FERC Must-Offer Generator”

Changed the phrase “FERC Must Offer
Generator's” to “FERC Must-Offer Generator’s”

Changed the phrase “the of” to “the”

Changed the phrase “Must-Offer waiver” to
“must-offer waiver” in two places

Changed the phrase “If Non-Generation
Solutions were adopted by the ISO to reduce
LARN pursuant to Section 43.2.1.1 above, the
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ISO shall also explain why the Non-Generation
Solution was insufficient . . . .” to “The ISO shall
also explain why Non-Generation Solutions were
insufficient . . . .”

Section 43

Changed the phrase “Docket No. ER06-146" to
“Docket No. EL05-146"

Deleted the phrase “8.5.4;”

Section 43.1

No changes

Section 43.2

No changes

Section 43.2.1

Deleted in its entirety the version of this section
contained in the 3/31/06 Offer of Settlement

Section 43.2.1.1

Deleted this section in its entirety

Section 43.2.1.2

Deleted this section in its entirety

Section 43.2.1.3

Deleted this section in its entirety

Section 43.2.1.4

Deleted this section in its entirety

Section 43.2.1.5

Deleted this section in its entirety

Section 43.2.2 (as contained in the
3/31/06 Offer of Settlement)

Renumbered as Section 43.2.1 in this
compliance filing

Changed the phrase “Section 43.2.3" to “Section
4322

Changed the phrase “Section 43.2.2" to “Section
43.2.1"

Section 43.2.3 (as contained in the
3/31/06 Offer of Settlement)

Renumbered as Section 43.2.2 in this
compliance filing

Changed the phrase “each TAC Area or 2007
Local Reliability Area, whichever is applicable,”
to “each Local Reliability Area”

Section 43.3

No changes
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Section 43.3.1

Changed the phrase “Section 43.2.2" to “Section
43.2.1"

Section 43.3.2 No changes

Section 43.3.3 Changed the phrase “must offer waiver” to “must-
offer waiver”

Section 43.4 Changed the phrase “underlying of the” to
“underlying the”

Section 43.5 No changes

Section 43.5.1

Changed the phrase “Must-Offer” to “must-offer”;
changed the phrase “Ancillary service” to
“Ancillary Service”

Section 43.5.2

Changed the phrase “Must-Offer Waiver Denial”
to “must-offer waiver denial” in three places;
changed the phrase “and as well as any” to “and
any”

Section 43.5.3 No changes
Section 43.6 No changes
Section 43.7 No changes
Section 43.7.1 No changes
Section 43.7.2 No changes
Section 43.7.2.1 No changes
Section 43.7.2.1.1 No changes
Section 43.7.2.2 No changes
Section 43.7.2.2.1 No changes
Section 43.7.2.3 No changes
Section 43.7.2.3.1 No changes
Section 43.8 No changes
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Section 43.8(1) No changes
Section 43.8(2) No changes

Section 43.8(3)

Deleted in its entirety the text of this section and
replaced that text with the following: “Local
RCST Designations for 2007. [Reserved]”

Section 43.8(4)

Deleted in its entirety the text of this section and
replaced that text with the following: “Significant
Event RCST Designations for 2006: If the ISO
makes any Significant Event RCST designations
under Section 43.4 during 20086, the ISO will
allocate the costs of such designations to all SC-
RA Entities in the TAC Area(s) in which the
Significant Event caused or threatened to cause
a failure to meet Applicable Reliability criteria
based on Scheduling Coordinators’ RA Entity
Load Share Percentage(s) of such TAC Area(s).”

Section 43.8(5)

Deleted in its entirety the text of this section and
replace that text with the following: “Significant
Event Designations for 2007. [Reserved]’

Section 43.8(6)

Deleted this section in its entirety

Appendix A, definition of
“Contingencies of Concern”

Deleted this definition in its entirety

Appendix A, definition of
“Effectiveness”

Deleted this definition in its entirety

Appendix A, definition of “Eligible
Capacity”

Changed “provide serve” to “provide service”

Appendix A, definition of “LARN
Allocation”

Deleted this definition in its entirety

Appendix A, definition of “LARN
Credit”

Deleted this definition in its entirety

Appendix A, definition of “LARN
Demonstration”

Deleted this definition in its entirety

Appendix A, definition of “LARN

No changes
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Report for 2006”

Appendix A, definition of “Local Area
Reliability Needs (LARN)”

Deleted this definition in its entirety

Appendix A, definition of Local Area
Resource”

Deleted this definition in its entirety

Appendix A, definition of “Local
Reliability Area”

No changes

Appendix A, definition of “Local
Resource Adequacy Demonstration”

Deleted this definition in its entirety

Appendix A, definition of “Local
Resource Adequacy Requirement
Deficiency”

Deleted this definition in its entirety

Appendix A, definition of “Local No changes
Resource Adequacy Requirement”

Appendix A, definition of “Month- No changes
Ahead System Resource Adequacy

Requirements”

Appendix A, definition of “Month- No changes

Ahead System Resource Deficiency’

Appendix A, definition of Monthly
RCST Charge”

Added this new defined term to the compliance
filing

Appendix A, definition of “MRTU No changes
Tariff"
Appendix A, definition of “Must-Offer | No changes

Capacity Payment”

Appendix A, definition of “Non-
Generation Solutions”

Changed the phrase “LARN" to “local area
reliability needs of the ISO”

Appendix A, definition of “RA Entity”

No changes

Appendix A, definition of “RA Entity
Load Share Percentage”

Deleted in its entirety the text in this definition
and replaced that text with the following: “An RA
Entity’s proportionate share of load in a TAC
Area. The RA Entity Load Share Percentage
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shall be calculated for each RA Entity by dividing
the RA Entity’s actual annual coincident peak
Load in each TAC Area in 2005 by the total
coincident peak Load of all RA Entities in the
TAC Area in 2005.”

Appendix A, definition of “RCST"

No changes

Appendix A, definition of “‘RCST
Capacity Payment”

No changes

Appendix A, definition of “Residual
LARN"

Deleted this definition in its entirety

Appendix A, definition of “Significant | No changes
Event”

Appendix A, definition of “Year- No changes
Ahead System Resource Adequacy

Requirements”

Appendix A, definition of “Year- No changes
Ahead System Resource Deficiency”

Appendix A, definition of “2007 Local | No changes
Reliability Area”

Appendix F, Schedule 6 No changes
Appendix P, Attachment A, Section No changes

3.1.1.1
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