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June 8, 2005 

Honorable Magalie R. Salas 
Secretary 
Federal Energy Regulatory Commission 
888 First Street, N.E. 
Washington, D.C. 20426 
 
Re:  California Independent System Operator Corporation,  
      Docket Nos. ER04-115-002, ER04-115-003, EL04-47-002 and EL04-47-003 
   & 
 Pacific Gas and Electric Company, 
      Docket Nos. ER04-242-001, EL04-50-001 and ER05-367-001 
 
 
Dear Secretary Salas: 
 
 In accordance with the provisions of Rule 602 of the Rules of Practice and Procedure of 
the Federal Energy Regulatory Commission (“Commission”), 18 C.F.R. § 385.602, the 
California Independent System Operator Corporation (“ISO”) and San Diego Gas & Electric 
Company (“SDG&E”) submit an Offer of Settlement in connection with the above-referenced 
proceedings. 
 
 
I.  CONTENTS OF SUBMISSION 
 
 Enclosed are the original and fourteen (14) copies of: 
  

• a draft Commission Order; 
• an Explanatory Statement; and, 
• a Offer of Settlement. 

 
 As indicated in the enclosed Explanatory Statement, this resolves all remaining issues 
that the Commission assigned for Settlement Discussions in its December 31, 2003 and April 27, 
2005 orders in the above-referenced proceedings. 
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In accordance with the provisions of Rule 602(c)(iii). the Parties submitting this Offer of 
Settlement state that thls fihng contams copes of, or references to, all documents relevant to t h ~ s  
Offer of Settlement. 

11. SERVICE O F  SUBMISSION 

A copy of this submission is beins served on all participants in the referenced proceeding 
and on all other persons required to he served by operation of Rule 602(d) of the Commission's 
Rules of Practice and Procedure. 

111. NOTICE REGARDING FILING COMMENTS ON OFFER O F  PARTIAL 
SETTLEMENT 

In accordance with the provisions of Rule 602(d)(2), the IS0  and SDG&E hereby notify 
all participants in this proceeding as well as all other persons required by Rule 602(d)(l) that 
comments on the Offer of Settlement are to be filed on or before June 28, 2005, and Reply 
Comments are to be filed on or before July 8; 2005 unless other dates are provided by the 
Commission. The IS0  and SDG&E request adherence to this comment period as provided in 
Rule 602(f)(2) in order to expedite the conclusion of this matter. 

Two extra copies of this submission are provided to he date-stamped and returned to our 
messenger. Please contact the undersigned if you have any questions. Thank you for your 
assistance in this matter. 

Sincerely, 

7 
Kenneth G. Jaffe 
Michael E. Ward 
Ronald E. Minsk 
Swidler Berlin Shereff Friedman, LLP 
3000 K Street, N.W. 
Washington, D.C. 20007 

Counsel to California Independent 
System Operator Corporation 



FEDERAL ENERGY REGULATORY COMMISSION 
WASHINGTON, D.C.  20426 

 
[Date] 

 
       In Reply refer to: 
 Docket Nos.  ER04-115-002 
  ER04-115-003 
 EL04-47-002 
 EL04-47-003 
 ER04-242-000 
 EL04-50-000 
 
      
Swidler Berlin Shereff Friedman, LLP 
ATTN: Michael E. Ward 
Counsel for California Independent System Operator Corporation 
3000 K Street, N.W.   
Washington, D.C.  20007-5116 
 
E. Gregory Barnes 
Attorney for San Diego Gas & Electric Company 
101 Ash Street 
San Diego, California  92101 
  
 
Dear Mr. Ward and Mr. Barnes: 
 
 On June 8, 2005, you filed in the above-referenced docket an Offer of Settlement  
sponsored by the California Independent System Operation Corporation (“ISO”) and San Diego 
Gas & Electric Company (“SDG&E”).  The Offer of Settlement resolves all outstanding issues in 
the dockets.  
 
 On [date], the settlement judge certified the settlement to the Commission. 
 
 The subject settlement is in the public interest and is hereby approved.  The revised 
charges specified in the settlement shall take effect as of January 1, 2004 or as otherwise 
indicated in the Offer of Settlement, and the ISO and SDG&E shall revise charges and prepare 
refunds or surcharges as directed by the terms of the Offer of Settlement.  The Commission’s 
approval of this Offer of Settlement does not constitute approval of, or precedent regarding, any 
principle or issue in this proceeding.  The Commission retains the right to investigate the rates, 
terms and conditions under the just and reasonable and not unduly discriminatory or preferential 
standard of Section 206 of the Federal Power Act, 16 U.S.C. § 824e.  
  
 By direction of the Commission. 
 



       Magalie R. Salas, 
       Secretary 



CERTIFICATE OF SERVICE 

1 hereby certify that I have this day served a copy of this document upon all 
parties listed on the official senice list compiled by the Secretary in the above-captioned 
proceedings. in accordance with the requirements of Rule 2010 of the Con~mission's 
Rules of Practice and Procedure (1 8 C.F.R. $ 385.2010) and on all other persons required 
to be served by operation of Rule 602(d) of the Colnlnission's Rules of Practice and 
Procedure ( I  8 C.F.R. 5 385.602). Dated this 8th day of June in the year 2005 at Folson~ 
in the State of California. 

%PC., A. <. h r r h r ,  //ZE~ 
Stephen A.S. Momson 
(91 6) 608-7143 



UNITED STATES OF AMERICA 
BEFORE THE 

FEDERAL ENERGY REGULATORY COMMISSION 
 
 
 
       ) 
California Independent System   )     Docket Nos. ER04-115-002 
   Operator Corporation    )    ER04-115-003 
       )              EL04-47-002 
       )    EL04-47-003 
       ) 
Pacific Gas and Electric Company   )     Docket Nos. ER04-242-001 
       )    EL04-50-001 
       )    ER05-367-001 
 
 

EXPLANATORY STATEMENT 

As required by Rule 602(c) of the Rules of Practice and Procedure of the Federal Energy 

Regulatory Commission (“Commission”), 18 C.F.R. § 385.602(c) (2003), the California 

Independent System Operator Corporation (“ISO”) and San Diego Gas & Electric Company 

(“SDG&E”) submit this Explanatory Statement to describe the basis for and significance of the 

parties’ Offer of Settlement in this proceeding.   

The Offer of Settlement is reflected entirely in the Offer of Settlement.  This Explanatory 

Statement is not intended to alter any of the specific provisions of the Offer of Settlement, and is 

provided solely for purposes of explanation in accordance with the Commission’s Rules.   

   

I. BACKGROUND 
  

On October 31, 2003, the ISO submitted to the Commission revisions to its Grid 

Management Charge (“GMC”) (“October 31 GMC Submission”).  The GMC is the rate through 

which the ISO recovers its administrative and operating costs, including the costs incurred in 

establishing the ISO prior to the commencement of operations.  The ISO proposed to revise the 
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GMC rate to unbundle charges further, increasing the number of service categories from three to 

seven and adjusting the charges for the existing categories, and designed the rate to collect an 

annual revenue requirement of $218.2 million, a decrease of $19.6 million from the revenue 

requirement collected by the 2003 GMC.  Notwithstanding the overall reduction in the 2004 

revenue requirement, because of the overall revision of the GMC rate design, charges to some 

Scheduling Coordinators were projected to increase while others were projected to decrease. 

On December 31, 2003, the Commission accepted and suspended the ISO’s revised GMC 

subject to refund, directed the appointment of a settlement judge, directed the ISO GMC Parties 

to seek to reach a settlement, and directed the initiation of an administrative hearing in the event 

that the ISO GMC Parties could not resolve their differences in settlement.  On January 9, 2004, 

the Chief Administrative Law Judge issued an order designating the Honorable Bruce L. 

Birchman as the Settlement Judge in this proceeding.   

The parties to the proceeding negotiated with the assistance of Judge Birchman, resulting 

in the resolution of all issues that the Commission set for Settlement Discussions in its December 

31, 2003 order, except for a single reserved issue, the application of the GMC charges on the 

Energy Schedules of the Arizona Public Service Company (“APS”) and the Imperial Irrigation 

District (“IID”) on their respective ownership shares of the Southwest Power Link (“SWPL”).  It 

is that reserved issue that is the subject of this Offer of Settlement. 

The ISO and Pacific Gas & Electric Co. submitted an Offer of Partial Settlement to the 

Commission on July 29, 2004.  On February 2, 2005, the Commission approved the Offer of 

Partial Settlement, and terminated the docket.  On March 3, 2005, SDG&E filed a Request for 

Rehearing, stating that termination of the dockets effectively deprived it of an opportunity to be 

heard on the issue reserved in the partial settlement.   
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On April 27, 2005, the Commission granted rehearing and reinstated the above-captioned 

dockets in order to ensure an appropriate process to resolve the reserved issue.  On May 3, 2005, 

the Chief Judge designated Judge Herbert Grossman to convene a hearing to address the reserved 

issue, and scheduled a prehearing conference for May 12, 2005.  Judge Grossman cancelled the 

prehearing conference when notified that the parties were nearing a settlement agreement.  

On May 23, 2005, the ISO and SDG&E reached a settlement agreement (“the 

“Settlement Agreement”) (attached to the Offer of Settlement at Attachment A), which, among 

other issues, resolves the reserved issue, the application of the GMC charges on the Energy 

Schedules of APS and the IID on their respective shares of the SWPL (“APS/IID SWPL 

Transactions”). 

   

II. EXPLANATION OF THE TERMS OF SETTLEMENT 
 
The Offer of Settlement seeks Commission approval only of those portions of the May 

23, 2005 Settlement Agreement that address the application of the GMC charges to APS/IID 

SWPL Transactions.  This is the only issue that was left unresolved in the above-captioned 

dockets by the Offer of Partial Settlement that the Commission approved on February 2, 2005.  

Its approval by the Commission will constitute the final resolution of all issues in the instant 

dockets.   

Outstanding issues involving the application of the GMC to the SDG&E SWPL shall be 

resolved as follows: 

1) The ISO will refund to SDG&E GMC charges as billed by the ISO under the 
SDG&E SCID for APS/IID SWPL Transactions, from January 1, 2001 to June 1, 
2005. 

2) The ISO will not charge SDG&E any GMC for APS/IID SWPL Transactions. 
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3)  The ISO will charge SDG&E a Line Operator Charge as specified in the Settlement 
Agreement. 

4) SWPL Line Operator Charges paid by SDG&E to the ISO shall reduce the ISO’s 
GMC Revenue Requirement by an amount equal to the Line Operator Charges. 

5) The Commission’s acceptance of this Offer of Settlement shall resolve SDG&E’s 
pending request for rehearing and shall serve as the basis for the termination of 
Docket Nos. ER04-115, et al. 

 

III. ADDITIONAL JUSTIFICATION FOR APPROVAL OF OFFER OF  SETTLEMENT 

 Since 2000, SDG&E has taken action in several forums to challenge the ISO’s authority 

to assess GMC and other charges on the APS/IID SWPL Transactions, claiming that the 

APS/IID SWPL Shares were not transferred to the ISO’s Operational Control under the TCA, are 

not ISO Controlled Grid facilities subject to ISO Tariff charges, and that SDG&E is not a 

Scheduling Coordinator under the ISO Tariff for the APS/IID SWPL Transactions.1  In each 

action the ISO defended its authority to assess charges to the APS/IID SWPL Transactions as 

being transmitted on the ISO Controlled Grid and to SDG&E as the Scheduling Coordinator for 

the transactions pursuant to the Scheduling Coordinator Agreement it executed with the ISO.  

This litigation has failed to resolve the SWPL issues.  It has resulted in inconsistent language in a 

Commission decision and an arbitration Award as to whether the APS/IID SWPL Shares are part 

______________________ 
 1  California Indep. Sys. Operator Corp., Docket No. EL04-24-000 (ISO appeal of October 23, 2003 Award 
in an arbitration initiated by SDG&E under ISO Tariff Section 13.2.2, which held that the non-SDG&E owned 
portions of SWPL are not part of the ISO Controlled Grid and are not subject to ISO charges); San Diego Gas & 
Elec., Co. v. FERC, Case No. 04-1092 (D.C. Cir.) (SDG&E appeal of Commission Decisions in 2001 GMC case, at 
103 FERC ¶ 61,144 (2003) and 106 FERC ¶ 61,032 (2004), which held that APS and IID Schedules transmit Energy 
on the ISO Controlled Grid and the ISO has authority to charge SDG&E the ISO’s administrative costs for 
procuring Imbalance Energy to cover imbalances, including transmission losses on the APS and IID SWPL shares; 
and California Indep. Sys. Operator Corp., Docket Nos. ER04-115, et al. (April 27, 2005 Commission decision in 
2004 GMC case, at 111 FERC ¶ 61,125), which granted SDG&E’s request for rehearing and instituted hearing 
procedures on the reserved issue concerning SDG&E’s objection to the application of GMC charges to Energy 
Schedules for APS/IID SWPL Transactions.  SDG&E has also protested the ISO’s compliance report in Docket 
Nos. EL03-131-002, et al., related to refunds for SDG&E’s self-provision of Imbalance Energy for the APS/IID 
SWPL transactions in the 2001 GMC case.  This protest is also pending. 
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of the ISO Controlled Grid.2  The parties have appealed those decisions and the appeals remain 

pending.3 

 In order to settle this protracted litigation, the ISO and SDG&E have entered into 

companion agreements, the Settlement Agreement and the SWPL Operations Agreement, under 

which the ISO will treat the APS and IID owned portions of SWPL as beyond the scope of the 

ISO’s existing Transmission Control Agreement and will refund to SDG&E the historic charges 

for transmission losses and uninstructed deviations, GMC, and other applicable charges for those 

portions of the SWPL.  SDG&E will pay a new annual Line Operator Charge to the ISO to 

compensate the ISO for its capital costs and administrative expenses related to SWPL operation 

and transactions.  SDG&E will also operate SWPL in accordance with specified operating 

requirements.  The SWPL Operations Agreement was submitted to the Commission on May 24, 

2005 and docketed No. ER05-1013-000.     

 With respect to GMC issues, Commission approval of the Offer of Settlement will end all 

litigation in the instant docket and the SDG&E appeal of the Commission’s order in the 2001 

GMC proceeding, which currently is pending before the D.C. Circuit.4   Moreover, the Offer of 

Partial Settlement previously approved by the Commission does not take effect until issuance of 

______________________ 
2 In its Order on Rehearing of the 2001 GMC case, the Commission held that: “The SWPL schedules are 
wheel through transactions.  The generation which originates outside of the ISO control area, is imported and 
transmitted over ISO grid facilities and subsequently exported to serve APS and IID’s load.”  106 FERC ¶ 61,032, at 
¶ 61, 117 (emphasis added).  The October 23, 2003 Award of Arbitrator held that:   “SDG&E could not and did not 
transfer to [the ISO] Operational Control over those portions of SWPL owned by APS and IID.  Therefore the APS 
and IID portions of SWPL are not part of the ISO Controlled Grid.”      
3  See footnotes 1 and 2. 
4  San Diego Gas & Electric Co. v. FERC, No. 04-1092.  
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 a Final Order by the Commission in this docket.5  Accordingly, approval of this Offer of 

Settlement and issuance by the Commission of a Final Order in this docket are necessary to make 

effective the July 29, 2004 Offer of Partial Settlement, which will enable the ISO to apply the 

agreed upon rates and make appropriate adjustments to it customers’ accounts.  Therefore, 

approval of the Offer of Settlement not only resolves all outstanding issues regarding the 

application of the GMC charges to Energy Schedules of the APS and the IID on their respective 

shares of the SWPL, and not only is just and reasonable, but also is in the interest of all other 

participants in the ISO market. 

 

IV. INFORMATION TO BE PROVIDED WITH  SETTLEMENT AGREEMENTS 

 Consistent with the requirements of a Notice to the Public dated October 23, 2004 from 

the Chief Administrative Law Judge regarding information that must be included in settlements 

filed with the Commission, the ISO and PG&E state that: 

1) The issues underlying the agreement are explained above and in the text of the 
Offer of Settlement; 

2) None of the issues addressed in the Offer of Settlement raise policy implications; 

3) This Offer of Settlement affects no other cases pending at the Commission, 
beyond those cited above; 

4) The Offer of Settlement does not involve issues of first impression and there are 
no previous reversals on the issues addressed in the agreement; and 

5) The proceeding is subject to the just and reasonable standard. 

 

______________________ 
5  For purposes of the Offer of Partial Settlement a Commission order shall be deemed a Final Order when the 
last date for filing an application for rehearing has expired and no application is filed by that date. 



V. CONCLCSION 

The I S 0  and SDG&E believe that the Offer of Settlement represents a fair and reasonable 

resolution of the outstanding issues in these proceedings. The Parties urge the Con~mission to 

rule on the Agreement expeditiousl?; so that the rates provided for in the Offer of Panial 

Settlement may be placed into effect. and the other oblifations imposed by the Offer of Panial 

Settlement and the Ofkr  of Settlement may be undertaken. 

Very Truly Yours. 

Kenneth G. Jaffe 
Michael E. Ward 
Ronald E. Minsk 
Swidler Berlin, LLP 
3000 K Street, N.W. 
Washington, D.C. 20007 
Tel: (202) 295-8385 
Fax: (202) 424-7647 
mewardC3swidlaw.com 
~minsk@swidlaw,com - 

E. GG/Y~.~  A%,- /b,  &-A 
E. Gregory Barnes 
Attorney for 
San Diego Gas & Electric Company 
101 Ash Street 
San Diego, California 92101 
Telephone: (61 9) 699-501 9 
Facsimile: (619) 699-5027 
gbamesiii,,semora.com 



UNITED STATES OF AMERICA 
BEFORE THE 

FEDERAL ENERGY REGULATORY COMMISSION 
 

        
 
California Independent System   )     Docket Nos. ER04-115-002 
   Operator Corporation    )    ER04-115-003 
       )              EL04-47-002 
       )    EL04-47-003 
       ) 
Pacific Gas and Electric Company   )     Docket Nos. ER04-242-001 
       )    EL04-50-001 
       )    ER05-367-001 
 
 

OFFER OF SETTLEMENT 
 

This Offer of Settlement (“Settlement Offer”), dated June 8, 2005, is submitted by the 

California Independent System Operator Corporation (“ISO”) and San Diego Gas & Electric 

Company (“SDG&E”) with respect to the above-captioned dockets.  This Offer of Settlement 

sets forth a basis to fully and finally resolve all issues in these proceedings.   

 
 

ARTICLE I 
BASIC UNDERSTANDINGS 

 
1.1 On October 31, 2003, the ISO submitted to the Commission revisions to its Grid 

Management Charge (“GMC”) (“October 31 GMC Submission”).  The GMC is the rate through 

which the ISO recovers its administrative and operating costs, including the costs incurred in 

establishing the ISO prior to the commencement of operations.  The ISO proposed to revise the 

GMC rate to unbundle charges further, increasing the number of service categories from three to 

seven and adjusting the charges for the existing categories, and designed the rate to collect an 

annual revenue requirement of $218.2 million, a decrease of $19.6 million from the revenue 

requirement collected by the 2003 GMC.  Notwithstanding the overall reduction in the 2004 
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revenue requirement, because of the overall revision of the GMC rate design, charges to some 

Scheduling Coordinators were projected to increase while charges to others are projected to 

decrease. 

1.2 The Commission accepted and suspended the ISO’s revised GMC subject to 

refund, directed the appointment of a settlement judge, directed the parties to the proceeding to 

attempt to reach a settlement, and directed the initiation of an administrative hearing in the event 

that the parties could not resolve their differences in settlement.   

 1.3 The Commission and the Chief Administrative Law Judge granted motions to 

intervene filed by the parties other than the ISO. 

1.4 On January 9, 2004, the Chief Administrative Law Judge issued an order 

designating the Honorable Bruce L. Birchman as the Settlement Judge in this docket.   

1.5 At settlement conferences convened by Judge Birchman, the parties  and the ISO 

reached agreement on a mutually acceptable basis for resolving all outstanding issues regarding 

the ISO’s October 31 GMC Submission, with the exception, at the request of San Diego Gas & 

Electric Co. (“SDG&E”), of a single reserved issue, the application of the GMC charges on the 

Energy Schedules of the Arizona Public Service Company (“APS”) and the Imperial Irrigation 

District (“IID”) on their respective ownership shares of the Southwest Power Link (“SWPL”). 

1.6 On July 29, 2004, the ISO, together with Pacific Gas & Electric Co, (“PG&E”), 

submitted to the Commission an Offer of Partial Settlement which resolved all issues in the 

proceeding, except for the reserved issue. 

1.7 On February 2, 2005, the Commission issued an Order Approving Uncontested 

Partial Settlement and Terminating Related Dockets, which approved the uncontested Offer of 
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Partial Settlement filed by the ISO with respect to the GMC and terminating the dockets in which 

the agreement was filed.  

1.8 On March 3, 2005, SDG&E filed a Request for Rehearing, stating that 

termination of the dockets effectively deprived it of an opportunity to be heard on the issue 

reserved in the partial settlement.   

1.9 On April 27, 2005, the Commission granted rehearing and reinstated Docket Nos. 

ER04-115-003 and EL04-47-003, in order to ensure an appropriate process to resolve the 

reserved issue.  On May 3, 2005, the Chief Judge designated Judge Herbert Grossman to 

convene a hearing to address the reserved issue, and scheduled a prehearing conference for May 

12, 2005.  Judge Grossman cancelled the prehearing conference when notified that the ISO and 

SDG&E were nearing a settlement agreement.  

1.10 On May 23, 2005, the ISO and SDG&E reached a settlement (the “Settlement 

Agreement,” attached hereto at Attachment A) which, among other issues, resolves the reserved 

issue, the application of the GMC charges on the Energy Schedules of the APS and the IID on 

their respective ownership shares of the SWPL (“APS/IID SWPL Transactions”). 

1.11 Capitalized terms used in this Offer of Settlement shall have the meanings set out 

in the Master Definitions Supplement in Appendix A to the ISO Tariff or in the Settlement 

Agreement, unless otherwise stated in this Offer of Settlement. 

 
ARTICLE II 

SCOPE OF SETTLEMENT 

2.1 The ISO files this Offer of Settlement with the Commission as an Offer of 

Settlement under Rule 602 of the Commission’s Rules of Practice and Procedure, 18 CFR 

§ 385.602, as the full and final resolution of all issues in the above-captioned dockets.   
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2.2 Upon the Commission’s acceptance of this Offer of Settlement, the replacement 

sheets of the ISO Tariff contained in Attachments B & C to this Offer of Settlement, which 

incorporate the modifications agreed upon in this Offer of Settlement, shall take effect as of 

January 1, 2004, in lieu of the tariff sheets filed by the ISO as part of the Offer of Partial 

Settlement, and approved by the Commission on February 3, 2005. 

 

ARTICLE III 
RESOLUTION OF SDG&E SWPL ISSUES 

3.1  Except as agreed to in this Offer of Settlement, all components of the GMC rate 

set forth in the Offer of Partial Settlement submitted by the ISO to the Commission on July 29, 

2004, and approved by the Commission on February 2, 2005 (i.e., the “Current Rate”) remain 

unchanged.   

3.2 The ISO and SDG&E are seeking Commission approval, through this Offer of 

Settlement, only of those sections of the attached Settlement Agreement that address GMC, 

specifically the application of the GMC to the APS/IID SWPL Transactions.  Outstanding issues 

involving the application of the GMC to the APS/IID SWPL Transactions shall be resolved as 

specified in the Settlement Agreement and are summarized as follows: 

 3.2.1 As specified in Sections 3.1.1, 5.1.1, 5.1.2, 5.1.5, 5.1.6 of the Settlement 

Agreement, the ISO will refund to SDG&E GMC charges as billed by the ISO under the 

SDG&E Scheduling Coordinator identifications (SCID) for APS/IID SWPL Transactions, from 

January 1, 2001 to June 1, 2005. 

 3.2.2   As specified in Section 3.2.2 of the Settlement Agreement, and the revised 

Tariff pages attached hereto at Attachments B and C, the ISO will not charge SDG&E any GMC 

for APS/IID SWPL Transactions. 
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 3.2.3 As specified in Section 3.1.2. and 3.2.1 of the Settlement Agreement, the 

ISO will charge SDG&E a Line Operator Charge.1 

 3.2.4 As specified in Section 5.3.2 of the Settlement Agreement, SWPL Line 

Operator Charges paid by SDG&E to the ISO shall reduce the ISO’s GMC Revenue 

Requirement by an amount equal to the Line Operator Charges. 

 3.2.5  As specified in 5.1.5 and 5.1.6 of the Settlement Agreement, the ISO shall 

refund to SDG&E the GMC charges in past periods that the ISO had assessed to SDG&E as the 

Scheduling Coordinator for APS/IID SWPL Transactions. 

 3.2.6  The Commission’s acceptance of this Offer of Settlement shall resolve the 

SWPL issue reserved for further proceedings by the Offer of Partial Settlement approved by the 

Commission in this proceeding, and shall serve as the basis for the termination of Docket Nos. 

ER04-115, et al. 

 
ARTICLE IV 

EFFECTIVE DATE AND OTHER CONDITIONS 

 4.1 This Settlement Offer shall become effective upon issuance by the Commission of 

a Final Order approving this Settlement Offer, including its Attachments, without modifications 

or condition or, if modified or conditioned, upon its acceptance by adversely affected parties as 

provided below.  For purposes of this Settlement Offer a Commission order shall be deemed a 

Final Order when the last date for filing an application for rehearing has expired and no 

application is filed by that date.  If any application for rehearing is filed, a Commission order 

_____________________ 
1  The basis for the ISO to charge SDG&E a Line Operator Charge is contained in the SWPL Operations 
Agreement, which has been submitted to the Commission in Docket No. ER05-1013-000, and which is a companion 
agreement to the SWPL Settlement Agreement.      
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shall be deemed a Final Order as of the date on which the right to seek rehearing expires, or if 

any request for rehearing is filed, as of the date on which rehearing is denied.  

 4.2  This Settlement Offer is made upon the express understanding that it constitutes a 

negotiated settlement and, except as otherwise expressly provided for herein, no settling party 

shall be deemed to have approved, accepted, agreed to, or consented to any principle or policy 

relating to rate design, rate calculation, or any other matter affecting or relating to any of the 

rates, charges, classifications, terms, conditions, principles, issues or tariff sheets associated with 

this Settlement Offer.  This Settlement Offer shall not be deemed to be a “settled practice” as that 

term was interpreted and applied in Public Service Commission of the State of New York v. 

FERC, 642 F.2d 1335 (D.C. Cir. 1980), and shall not be the basis for any decision with regard to 

the burden of proof in any future litigation.  This Settlement Offer shall not be cited as precedent, 

nor shall it be deemed to bind any settling party (except as otherwise expressly provided for 

herein) in any future proceeding, including, but not limited to, any FERC proceeding, except in 

any proceeding to enforce this Settlement Offer.  This Settlement Offer, and any FERC order 

approving it, shall not be relied upon as evidence of the FERC’s or any party’s support for any 

particular methodology or to constrain any party’s position at the end of the Effective Term. 

 4.3 This Settlement Offer is an integrated whole and its provisions are not severable.  

Notwithstanding the foregoing, if the Commission’s approval of this Settlement is conditioned 

on the modification of this Settlement Offer or on any other condition, such modification or 

condition shall be considered to be accepted unless any party objecting to such condition or 

modification files written notice of objection to the Settlement, as modified or conditioned, with 

the Commission, and serves such notice on the other parties within a period of ten days from the 

date of such Final Order.   



4.4 The discussions among the parties that have produced this Settlement Offer have 

been conducted on the explicit understanding, pursuant to Rule 602(e) of the Commission's 

Rules of Practice and Procedures. that all offers of settlement and any comments on these offers 

are privileped and not admissible as evidence against any panicipant who objects to their 

admission and that any discussion of the palqies with I-espect to offers of settlement is not subject 

to discovely or admissible in evidence. 

4.5 Headings in this Settlement Offer are included for c o ~ ~ ~ e n i e n c e  only and are not 

intended to have any significance in interpretation of this Settlement Offer. 

4.6 Signatures may occur by counterparts. Such signatures shall have the same effect 

as if all signatures were on the same document. 

Very Truly Yours, 

Kenneth G. Jaffe 
Michael E. Ward 
Ronald E. Minsk 
Swidler Berlin, LLP 
3000 K Street, N.W. 
Washingion, D.C. 20007 
Tel: (202) 295-8385 
Fax: (202) 424-7647 
~ard.k3swidlaw.com 
rminsk@swidlaw.com 

Attorney for 
San Diego Gas & Electric Company 
101 Ash Street 
San Diego, California 92101 
Telephone: (61 9) 699-501 9 
Facsimile: (619) 699-5027 
gbarnes(dsempra.com 
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Attachment B 
To SWPL Settlement Agreement 
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Revised ISO Tariff Sheets 
 



CALIFORNIA INDEPENDENT SYSTEM OPERATOR CORPORATION 
FERC ELECTRIC TARIFF  Substitute Fifth Revised Sheet No. 375 
FIRST REPLACEMENT VOLUME NO. I  Superseding Fourth Revised Sheet No. 375 

Issued by:  Charles F. Robinson, Vice President and General Counsel 
Issued on:  June 8, 2005  Effective:  January 1, 2004 

• O&M Expenses = Transmission O&M Expenses (Accounts 560-574) plus Customer 
Accounting Expenses (Accounts 901-905) plus Customer Service and Informational 
Expenses (Accounts 906-910) plus Sales Expenses (Accounts 911-917) plus 
Administrative & General Expenses (Accounts 920-935) 

• Taxes Other Than Income Taxes = those taxes other than income taxes which 
relate to ISO operating income (Account 408.1) 

• Penalties = payments by the ISO for penalties or fines incurred for violation of 
WECC reliability criteria (Account 426.3) 

• Debt Service = for any fiscal year, scheduled principal and interest payments, 
sinking fund payments related to balloon maturities, repayment of commercial paper 
notes, net payments required pursuant to a payment obligation, or payments due on 
any ISO notes.  This amount includes the current year accrued principal and interest 
payments due in April of the following year.  

• Coverage Requirement = 25% of the Senior Lien Debt Service.  

• Senior Lien Debt Service = all Debt Service that has a first lien on ISO Net 
Operating Revenues (Account 128 subaccounts). 

• Cash Funded Capital Expenditures = Post current fiscal year capital additions 
(Accounts 301-399) funded on a pay-as-you-go basis. 

• Interest Earnings = Interest earnings on Operating and Capital Reserve balances   
(Account 419).  Interest on bond or note proceeds specifically designated for capital 
projects or capitalized interest is excluded.  

 
• Other Revenues = Amounts booked to Account 456 subaccounts.  Such amounts 

include but are not limited to application fees, WECC reliability coordinator 
reimbursements, Line Operator Charges, and fines assessed and collected by the ISO. 

• Reserve Transfer = the projected reserve balance for December 31 of the prior year 
less the Reserve Requirement as adopted by the ISO Governing Board and FERC.  
If such amount is negative, the amount may be divided by two, so that the reserve is 
replenished within a two-year period.  (Account 128 subaccounts) 

• Reserve Requirement = 15% of Annual Operating Expenses.  

A separate revenue requirement shall be established for each component of the Grid 
Management Charge by developing the revenue requirement for the ISO as a whole and then 
assigning such costs to the seven service categories using the allocation factors provided in 
Appendix F, Schedule 1, Part E of this Tariff. 

Part D – Information Requirements 

Budget Schedule 
 
The ISO will convene, prior to the commencement of the Annual Budget process, an initial 
meeting with stakeholders to: (a) receive ideas to control ISO costs; (b) receive ideas for projects 
to be considered in the capital budget development process; and, (c) receive suggestions for 
reordering ISO priorities in the coming year. 
 
Within 2 weeks of the initial meeting, the ideas presented by the stakeholders shall be 
communicated in writing to the ISO’s officers, directors and managers as part of the budget 
development process, and a copy of this communication shall be made available to stakeholders. 
 
Subsequent to the initial submission of the draft budget to the finance committee of the ISO 
Governing Board, the ISO will provide stakeholders with the following information: (a) proposed 
capital budget with indicative projects for the next subsequent calendar year, a budget-to-actual 



CALIFORNIA INDEPENDENT SYSTEM OPERATOR CORPORATION 
FERC ELECTRIC TARIFF   
FIRST REPLACEMENT VOLUME NO. I  Substitute Original Sheet No. 376I 

Issued by:  Charles F. Robinson, Vice President and General Counsel 
Issued on:  June 8, 2005  Effective:  January 1, 2004 

under SCID PGAB, the ISO will not charge any additional GMC at the tariffed GMC rate, but 
rather will attribute such schedules and load to the fixed $75,000.00 per month payment set forth 
above, provided that MID schedules such load under a new and separate SCID and the ISO shall 
not assess GMC charges to such SCID. 
 
 4. San Diego Gas & Electric is the Scheduling Coordinator for transactions on those 
portions of the Southwest Power Link (“SWPL”) which are owned by the Arizona Public Service 
Company (“APS”) and the Imperial Irrigation District (“IID”), and are scheduled by SDG&E under 
a designated SCID. Schedules submitted to the ISO under that designated SCID shall not be 
subject to GMC charges. In lieu of GMC charges, SDG&E will pay the ISO a Line Operator 
Charge, as agreed to in the SWPL Operations Agreement, entered into by the ISO and SDG&E 
on May 23, 2005, and submitted to the Commission as a rate schedule pursuant to the Federal 
Power Act. 
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ISO TARIFF APPENDIX F 

Rate Schedules 

Schedule 1 

Grid Management Charge 

* * * 

Part C – Costs Recovered through the GMC 
As provided in Section 8 of the ISO Tariff, the Grid Management Charge includes the following 
costs, as projected in the ISO's budget for the year to which the Grid Management Charge 
applies: 

• Operating costs (as defined in Section 8.2.2) 

• Financing costs (as defined in Section 8.2.3), including Start-Up and 
Development costs and 

• Operating and Capital Reserve costs (as defined in Section 8.2.4)  

Such costs, for the ISO as a whole, are allocated to the eight service charges that comprise the 
Grid Management Charge:  (1) Core Reliability Services - Demand Charge, (2) Core Reliability 
Services – Energy Export Charge, (3) Energy Transmission Services Net Energy Charge, (4) 
Energy Transmission Services Uninstructed Deviations Charge, (5) Forward Scheduling Charge, 
(6) Congestion Management Charge, (7) Market Usage Charge, and (8) Settlements, Metering, 
and Client Relations Charge, according to the factors listed in Part E of this Schedule 1, and 

adjusted annually for: 
• any surplus revenues from the previous year as deposited in the 

Operating and Capital Reserve Account, as defined under Section 
8.5, or deficiency of revenues, as recorded in a memorandum 
account; 

divided by: 
• forecasted annual billing determinant volumes;   

adjusted quarterly for: 
• a change in the volume estimate used to calculate the individual Grid 

Management Charge components, if, on an annual basis, the 
change is 5% or more. 

The Grid Management Charge revenue requirement formula is as follows: 

Grid Management Charge revenue requirement = 
 
• Operating Expenses  +  Debt Service  +  [(Coverage Requirement  x  Senior Lien 

Debt Service) and/or (Cash Funded Capital Expenditures)]  -  Interest Earnings  -  
Other Revenues  -  Reserve Transfer 

Where,  

• Operating Expenses = O&M Expenses plus Taxes Other Than Income Taxes and 
Penalties  

• O&M Expenses = Transmission O&M Expenses (Accounts 560-574) plus Customer 
Accounting Expenses (Accounts 901-905) plus Customer Service and Informational 
Expenses (Accounts 906-910) plus Sales Expenses (Accounts 911-917) plus 
Administrative & General Expenses (Accounts 920-935) 



 

 

• Taxes Other Than Income Taxes = those taxes other than income taxes which 
relate to ISO operating income (Account 408.1) 

• Penalties = payments by the ISO for penalties or fines incurred for violation of 
WECC reliability criteria (Account 426.3) 

• Debt Service = for any fiscal year, scheduled principal and interest payments, 
sinking fund payments related to balloon maturities, repayment of commercial paper 
notes, net payments required pursuant to a payment obligation, or payments due on 
any ISO notes.  This amount includes the current year accrued principal and interest 
payments due in April of the following year.  

• Coverage Requirement = 25% of the Senior Lien Debt Service.  

• Senior Lien Debt Service = all Debt Service that has a first lien on ISO Net 
Operating Revenues (Account 128 subaccounts). 

• Cash Funded Capital Expenditures = Post current fiscal year capital additions 
(Accounts 301-399) funded on a pay-as-you-go basis. 

• Interest Earnings = Interest earnings on Operating and Capital Reserve balances   
(Account 419).  Interest on bond or note proceeds specifically designated for capital 
projects or capitalized interest is excluded.  

 
• Other Revenues = Amounts booked to Account 456 subaccounts.  Such amounts 

include but are not limited to application fees, WECC reliability coordinator 
reimbursements, Line Operator Charges, and fines assessed and collected by the ISO. 

• Reserve Transfer = the projected reserve balance for December 31 of the prior year 
less the Reserve Requirement as adopted by the ISO Governing Board and FERC.  
If such amount is negative, the amount may be divided by two, so that the reserve is 
replenished within a two-year period.  (Account 128 subaccounts) 

• Reserve Requirement = 15% of Annual Operating Expenses.  

A separate revenue requirement shall be established for each component of the Grid 
Management Charge by developing the revenue requirement for the ISO as a whole and then 
assigning such costs to the seven service categories using the allocation factors provided in 
Appendix F, Schedule 1, Part E of this Tariff. 

 
 
 

* * * 
 
 
 
Part F – Other Modifications to the Rates 

 Consistent with a Settlement Agreement accepted by the FERC in Docket Nos. ER04-
115-000, et al., GMC rates and charges shall be calculated consistent with the following 
additional requirements during the period that the GMC rates and charges specified in that 
Settlement Agreement remain in effect: 
 

 1. The GMC chargeable to a Scheduling Coordinator for transactions representing 
transfers from the Mohave generation facility to the Loads of the Mohave co-owners located 
outside of the ISO Control Area, will be reduced by excluding 65 percent of those Loads from the 
Energy Transmission Services Net Energy Charge and the Core Reliability Services – Energy 
Exports Charge.  Such excluded Load shall not be included in the denominators used to calculate 



 

 

the rates for the Energy Transmission Services – Net Energy Charge and the Core Reliability 
Services – Energy Export Charge. 
 

 2. The Forward Scheduling Charge assessed against Schedules submitted by 
PG&E solely in its role as Path 15 facilitator will be reduced by excluding 65 percent of the 
number of such Schedules from the Forward Scheduling Charge.  Such excluded Schedules shall 
not be included in the denominator upon which the Forward Scheduling Charge is calculated. 
 
 3. Modesto Irrigation District (MID) is a Scheduling Coordinator and also is 
responsible for a portion of the GMC charges payable by another Scheduling Coordinator, Pacific 
Gas and Electric Company (PG&E) pursuant to a contract between them.  MID and PG&E have 
agreed that MID shall pay the ISO directly $75,000 each month, in lieu of any payments to PG&E 
for its share of the GMC charges payable by PG&E and the ISO shall credit a portion of the 
amount received from MID to PG&E as an offset to PG&E’s obligation for GMC charges.  Any 
difference, positive or negative, between the amount credited to PG&E and the amount paid by 
MID to the ISO under this provision shall be reflected in the Operating and Capital Reserves 
Account.  The payment arrangement described in this paragraph is subject to the conditions, and 
will be implemented pursuant to the procedures, set forth in the Offer of Partial Settlement 
accepted by the FERC in Docket Nos. ER04-115-000, et al.  This arrangement shall not apply to 
MID’s obligation for GMC charges as a Scheduling Coordinator, which shall be governed by the 
provisions of this Schedule 1 and the other applicable provisions of the ISO Tariff, except that in 
the event that MID accepts responsibility for scheduling any load currently scheduled by PG&E 
under SCID PGAB, the ISO will not charge any additional GMC at the tariffed GMC rate, but 
rather will attribute such schedules and load to the fixed $75,000.00 per month payment set forth 
above, provided that MID schedules such load under a new and separate SCID and the ISO shall 
not assess GMC charges to such SCID. 
 
 4. San Diego Gas & Electric is the Scheduling Coordinator for transactions on those 
portions of the Southwest Power Link (“SWPL”) which are owned by the Arizona Public Service 
Company (“APS”) and the Imperial Irrigation District (“IID”), and are scheduled by SDG&E under 
a designated SCID. Schedules submitted to the ISO under that designated SCID shall not be 
subject to GMC charges. In lieu of GMC charges, SDG&E will pay the ISO a Line Operator 
Charge, as agreed to in the SWPL Operations Agreement, entered into by the ISO and SDG&E 
on May 23, 2005, and submitted to the Commission as a rate schedule pursuant to the Federal 
Power Act. 
 




