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1. In this order, we accept parts of the California |Independent
System Operator’s (CAl SO Septenber 20, 2002 proposed tariff

revi sions concerning its Conprehensi ve Market Redesi gn Proposa
(MD02). We also clarify an issue the CAISO raised in an August
16, 2002 conpliance filing.[1] This order benefits custoners by
clarifying aspects of the CAISO tariff, which will result in
enhanced el ectricity reliability for California and hel p provide
power at just and reasonabl e prices.

Backgr ound

2. In its Septenber 20, 2002 proposed tariff revisions, the
CAl SO requests the following nodifications to its tariff: (1)
post ponenent of the effective date for the inplenmentation of

real -time econom ¢ di spatch and uni nstructed devi ation penalties;
(2) a change in the deadline for subnmitting supplenmental energy
bids for the next hour’s real-tinme market from 45 minutes before
the start of that operating hour to 60 minutes; (3) an exenption
for bids $0/ MM or less fromthe calculation to deternmine the
reference price for resources; (4) an extension of the provision
of the CAISO tariff amendnent number 43 to pay system resources
the instructed inbal ance energy price for these intervals when
the CAI SO requested a reduction in schedul ed anounts; (5)
clarification that automatic mtigation procedures (AWVP)
reference prices will be calculated daily; and (6) a limtation
of the liability of the independent entity cal cul ati ng AMP

ref erence prices.

Di scussi on

3. As an initial nmatter, we note that the Conmi ssion addressed
the majority of the CAI SO s Septenber 20, 2002 proposed tariff
revisions in an Qctober 11, 2002 order.[2] 1In this order, we
address the remai ning i ssues of the CAI SO s Septenber 20, 2002
proposed tariff revisions.



4, Noti ce of the CAI SO Septenber 20, 2002 filing was published
in the Federal Register on Cctober 7, 2002, 67 Fed. Reg. 62,457
(2002), with conments, protests, and notions to intervene due on
or before COctober 11, 2002. Duke Energy North Anerica, LLC and
Duke Energy Trading and Marketing; Mrant Parties and Northern
California Power Agency filed tinely comments to the CAISO s
Sept ember 20, 2002 proposed tariff revisions. Southern
California Edison Conpany filed a tinmely notion to intervene.

5. The CAI SO requests that the limtation on liability clause
in section 14.1 of its tariff be extended to the independent
entity it hired to calculate AWMP reference prices.|[3]
Specifically, this amendment to the CAISO tariff would linmt the
i ndependent entity’'s liability for danmages to any market
participant arising fromthat entity’s calculation of reference
prices except to the extent that those danages result from
negligence or intentional wongdoing. In order to allow the

i ndependent entity to begin calculating AVMP reference prices as
of Cctober 31, 2002 when AMP goes into effect, we will accept
this proposed tariff revision. However, we note that our
acceptance of this extension of the linmtation on liability to
the independent entity is subject to the final outcome of the
Conmi ssion’s Standard Market Design.[4]

6. The CAI SO proposes to nodify tariff section 2.5.22.4.1 and
di spatch protocol section 7.3 to change the deadline for
submitting suppl enental energy bids from 45 ninutes before the
start of the operating hour to 60 minutes before the start of the
operating hour. Wthout this change, the CAISOclains it wll

not have sufficient time to conplete inter-control area schedul es
by 30 minutes prior to the next operating hour in accordance with
standard Western El ectricity Coordinating Council practice. The
CAl SO further states that this change is needed to accomodate
the processing time AVP requires.

7. M rant opposes changing the deadline for submtting

suppl enental energy bids unless a correspondi ng change is made to
the deadline for submitting bids in the CAl SO s hour-ahead
market. M rant suggests noving this deadline from 120 m nutes
before the start of the operating hour to 135 minutes before the
start of the operating hour

8. We find the nodification the CAl SO proposes and the
correspondi ng change that Mrant proposes to be reasonabl e.
Accordingly, we direct the CAISOto file tariff |anguage
refl ecting these changes.

9. Additionally, we clarify the application of the single
energy bid curve to the ancillary services nmarket. At present,
schedul i ng coordinators are required to submt an energy bid when
they bid to provide ancillary services. Inits May 1, 2002 MD02
filing, the CAI SO proposed to elinminate this requirenent.
Specifically, the CAl SO contended that, if the Conm ssion had
accepted the CAISO s entire proposal, scheduling coordinators
woul d have been required to submt energy bids into its proposed
residual unit conmitnent process and the requirenment woul d have



becone redundant. However, in our July 17 Order we rejected the
proposed interimresidual unit commtnent process. W clarify
that our rejection of the interimresidual unit conmmtnent
proposal does not alter the existing requirenent that an energy
bid be associated with awarded ancillary services capacity. W
further clarify that a bidder into the ancillary services narket
is not exenpt fromthe requirenment to subnmt a single energy bid
curve. Thus, for the near termthe single energy bid curve wll
apply to the hourly, 10-minute, and ancillary services markets.
Accordingly, we direct the CAISOto reflect this clarification in
its tariff.

10. Finally, we grant the CAI SO s request for an extension of
the provision of the CAISO tariff anendment number 43 to pay
systemresources the instructed i nbal ance energy price for those
intervals when the CAI SO requested a reduction in schedul ed
amounts. It would be unfair for systemresources to receive a

| ower (uninstructed energy) price in instances when these system
resources can not adjust their schedul ed amounts in response to
the CAISO s ten minute dispatch instructions

The Conmi ssion orders:

The Conmi ssion hereby accepts in part the CAl SO s Septenber
20, 2002 proposed tariff revisions and clarifies the July 17,
2002 order, as discussed in the body of this order

By the Conmi ssion.

( SEAL)

Li nwood A. Watson, Jr.
Deputy Secretary.
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