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The California Independent System Operator Corporation (“ISO”) hereby submits its 

Reply Brief in this proceeding: 

 

I. SUMMARY  

Several parties have argued that either the Commission’s decision to exclude Load served 

by unmodeled behind-the-meter generators from Control Area Services (“CAS”) charges is 

incorrect because their generators are on the list of generators that were modeled and, therefore, 

are not eligible for the exclusion from the CAS charge, or that the ISO’s interpretation of the 

Commission’s policy is incorrect.  These arguments, however, are outcome-determinative, in the 

parties making them are challenging the standard not because it is unjustified, is incorrectly 

conceived or is misguided, but simply because they do not like the result, which subjects Load 

served by their Generating Units to the CAS charge.  The ISO has argued, since this issue arose, 

that the ISO’s CAS provide benefits to the entire grid: the fact that application of the 

Commission’s standard does not provide for broad exemptions from the CAS charge, does not 
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demonstrate that either the Commission’s standard or its application by the ISO are flawed, but 

rather reflects the Commission’s acceptance of the ISO’s position in Opinions No. 463 and 463-A. 

 
II. DISCUSSION OF ISSUES 
 

Issue 1: What was the manner and extent to which the ISO modeled behind-the-
meter generation during the time period at issue in the ISO’s transmission 
and operations planning studies, including a listing of generators that the 
ISO explicitly modeled in these studies?   

 
As several parties to this proceeding have noted, modeling is the development of a 

quantitative representation of the facilities that constitute the grid and their physical limitations, 

and the initial accumulation of data that constitutes the model may be referred to as a “base case.”  

Tr. 163:12–14 (Shockey); Exh. S-79, 5:25 – 6:10 (Gross Testimony).  As nearly every party (other 

than the Sacramento Municipal Utility District (“SMUD”)) that filed briefs acknowledged, the 

ISO did not model Generation between 2001 and 2003.  Initial Briefs of ISO, at 4; Southern 

California Edison (“SCE”), at 4; Commission Trial Staff, at 4; Silicon Valley Power (“SVP”), at 

3; Modesto Irrigation District (“MID”) at 11; Cogeneration Association of California/Electricity 

Producers Council (“CAC/EPUC”) at 9.  Instead, the ISO simply adopted the power flow models, 

including the representations of Generating Units, which were developed by the investor-owned 

Participating Transmission Owners (“TOs”).  Exh. ISO-54, 8:8-9 (Lyon Testimony); Tr. 120:1-

121:2 (Lyon). 

The ISO nevertheless identified for both preparation of its November 15, 2004, compliance 

filing and this proceeding the list of generators that were incorporated by the Participating TOs 

into the models used by the ISO to conduct studies between 2001 and 2003.  Tr. at 67:10-18.  

Although the ISO did not develop the models in question, the ISO interpreted the Commission’s 
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decision to exclude from the CAS charge Load served by “generators which are not modeled,”1 as 

an imperfect yet objective criterion to identify Load with “more limited dependence on the ISO 

grid.”2  The ISO’s interpretation of the Commission’s order was reasonable because the relevant 

factor that the Commission was examining was whether a particular Generating Unit was 

modeled, and not who modeled the Generating Unit in question.   

SMUD, in contrast, in a transparent attempt to develop a framework that would exclude 

nearly all SMUD facilities from the CAS charge, sought to reframe the task established in Opinion 

No. 463-A of identifying “generators which are not modeled,” as identifying generators that were 

not “explicitly modeled.”  SMUD Brief at pp. 8-20.  In SMUD’s framework, contrary to the 

definition of modeling understood by the ISO, Commission Staff, SCE, MID, and Santa Clara, 

“explicit modeling” requires the “active manipulation and varying of generation data,” id. at 8, and 

“not mere representation in a base case.”  Id.  According to the SMUD framework, development 

of the base case does not constitute modeling, but something short of modeling.  Id. at 9.  Only 

those generators for which the assumptions were adjusted by the ISO “in order to study the effect 

of a generator’s operations on the surrounding system,” were explicitly modeled under SMUD’s 

reasoning.  Id.  While SMUD’s approach might be arguably sensible if the purpose of the CAS 

charge was to recover the costs of modeling Generating Units, it makes no sense when the 

criterion of whether a Generating Unit was modeled merely is an objective criterion used as a 

surrogate to identify Load with a more limited dependence on the ISO’s Control Area Services.  

SMUD’s framework is tortured.  It requires one to suspend understanding of the English 

language so that while, by SMUD’s own recognition, “base case models [are] prepared by the 

                                                 
1  California Independent System Operator Corp., et al., 106 FERC ¶ 61,032 at P 20 (2004) (“Opinion No. 
463-A”). 
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PTOs and the SRWG,” id. at 10, and while “entities like SMUD and Western create models of 

their own generation and provide this information to the WECC-designated area coordinator,” id., 

that the “preparation” of models by the PTOs or the “creation” of models by SMUD does not 

constitute modeling.  Such interpretations simply cannot withstand any meaningful scrutiny.   

SMUD also places great weight on the ISO’s treatment of SMUD’s and Western’s 

Generation in the conduct of Reliability Must Run (“RMR”) studies, stating that such treatment is 

representative of how their Generation is treated in all other studies.  Id. at 13-16.  Different 

studies, however, have different purposes.  While the ISO may not adjust the assumptions 

concerning SMUD and Western Generation as part of RMR studies because the ISO generally 

does not enter into RMR agreements with municipal Generators, Tr. at 125:23-24, that in no way 

is representative of how the ISO treats SMUD’s and Western’s Generation in studies conducted 

for any other purpose.  As Mr. Lyon stated in his testimony, for instance, the ISO would adjust the 

output of SMUD’s hydro Generation if it were conducting a study to examine the consequences of 

a year with low precipitation and therefore possibly lower levels of Generation from hydroelectric 

generators.  Tr. at 153:16-22.  SMUD’s suggestion that the ISO’s treatment of SMUD Generators 

in RMR studies will be reflected in all other studies conducted by the ISO is, therefore, not only 

unsupported in the record, but contradicted by Mr. Lyon’s testimony.  RMR studies are performed 

to evaluate local reliability needs.  Tr. at 154:4-6, 11-17.  Although they are a significant part of 

transmission planning, Tr. at 154:11-17, they are only one component of the ISO’s transmission 

planning and operations studies.  Tr. at 154:21-25.  Accordingly, SMUD’s emphasis on the 

importance of RMR studies is misplaced.     

                                                                                                                                                                
2  California Independent System Operator Corp., et al., 103 FERC ¶ 61,114 at P 28 (2003) (“Opinion No. 
463”). 
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While SMUD attempted to develop an alternative framework pursuant to which its 

Generators would be exempt from the CAS charge, SVP was much more direct; it simply 

concluded that the list was incorrect because its Generators were inappropriately on the list of 

modeled generators.  SVP Brief at 3-4.  SVP argues that its generators clearly were “within the 

category of behind-the-meter Generation described by the Commission in Opinion No. 463-A as 

qualifying for the CAGL exemption,” id. at 4, and that its generators caused the ISO to incur no 

costs in the performance of its transmission planning operation based on SVP’s status as a 

Metered Subsystem.  Id. at 5.  SVP’s arguments are unsustainable.  Although SVP contends these 

arguments are applicable during the entire period at issue, SVP did not become a Metered 

Subsystem until September 1, 2002.3  Accordingly, prior to that date, none of SVP’s arguments 

regarding SVP being “wholly responsible” for its Generation and Load are relevant.  SVP Br. at 6-

7.  For that period, SVP’s Generating Units and Load are in the same category as any other 

behind-the-meter Generating Units and Load.   

On September 1, 2002, SVP became a Metered Subsystem pursuant to a settlement 

agreement.  Under the settlement agreement, SVP agreed to pay the CAS charge based on Gross 

Load and exports out of the MSS.4  SVP is thus not eligible for any exemption from CAS charges.   

 CAC/EPUC, noting that “none of the CAC/EPUC retail behind-the-meter load associated 

with [CAC/EPUC’s] generators would receive the exemption contained in Opinion No. 463-A,” 

CAC Brief at 11, argued that such an outcome clearly was contrary to the Commission’s intent.  

Id.  CAC then argued that the Commission should adopt a modified standard that would exempt its 

facilities from the CAS charge.  Id. at 12-19.  MID similarly notes that its generators are not 

                                                 
3  California Independent System Operator Corporation, 100 FERC ¶ 61,234 PP 6, 60 (2002). 
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exempt from the CAS charge as defined by the Commission, MID Brief at 13-14, and then argues 

that the Commission should adopt a modified standard that would distinguish its facilities from 

other facilities, enabling the application of a reduced CAS charge to its generators.  Id. at 19-21.  

Both of these arguments challenge the proposed exemption, rather than identification of modeled 

Generating Units.  The ISO will not address the degree to which the Commission’s proposed 

 exemption meets its stated intention to impose a lesser CAS charge on behind-the-meter Loads.  

The ISO notes, however, that the Commission has repeatedly affirmed its approval of the 

allocation of the CAS charge to Control Area Gross Load.  It certainly was not the Commission’s 

intention to propose an exemption that would excuse behind-the-meter Loads entirely from 

responsibility for the CAS charges.  The ISO believes, however, that the fact that application of 

the Commission’s standards denies the exemption from CAS charges to many Loads that seek it 

reflects the Commission conclusion in Opinions No. 463 and 463-a that the ISO’s CAS provides 

broad benefits to behind-the-meter Loads. 

 Finally, both MID and SMUD assert that some Generation that they import into their 

service territories is nevertheless behind-the-meter Generation.  MID asserts that Generation 

physically located outside of MID’s service territory but within the ISO Control Area, and 

Generation outside the ISO Control Area and delivered to MID through owned transmission and 

existing transmission contracts, which are not subject to the ISO’s operational control, are behind-

the-meter Generation, MID Brief at 8, and SMUD asserts that imports from Western, which is 

directly connected to the SMUD Bubble, are generated behind-the-meter.  SMUD Brief at 6.  Each 

party is incorrect.  The Initial Decision in this proceeding stated that: 

                                                                                                                                                                
4  See Transmittal Letter at p.5 n.2, filed in Docket No. ER02-2321-000; Metered Subsystem Agreement 
between the California Independent System Operator Corporation and Silicon Valley Power, § 13.11.  (Attached 
hereto as Attachment A). 
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 “Behind-the-meter” in this context may refer to circumstances in which retail Loads of an 
entity and the Generation from which that entity serves the Loads are located on the same 
side of the meter at the interconnection between the ISO Controlled Grid and the 
transmission or distribution facilities of the entity.5   
  

Mr. Lyon defined behind-the-meter Generation as “situations in which a Load's electrical 

consumption cannot be distinguished from a Generating Unit's simultaneous production of 

electricity, because both are measured with only one meter.”  Ex. ISO-54  at 5:4-7.  Neither MID’s 

nor SMUD’s Generation outside of their service territories meets these standards, because their 

Generation and Load are not behind a common meter that cannot distinguish Generation from 

Load, and some Generation is on the ISO side of the interconnection between the ISO and the 

load-serving entity.  Such Generation, therefore, should not be treated as behind-the-meter 

Generation.    

Issue 3: How and to what extent does behind-the-meter load netted against  
 unmodeled generation impose CAS costs, as delineated by ISO witness Lyon, 

on the ISO? 
 
 SWP, CDWR and MID argue that the ISO was non-responsive to the Commission’s 

inquiry regarding the extent to which behind-the-meter Load netted against unmodeled Generation 

imposes CAS costs on the ISO.  Because all Load benefits from the ISO's Control Area Services, 

those costs are incurred on behalf of all Load.6  The ISO has acknowledged that behind-the-meter 

Load imposes lesser costs with regard to Control Area Services directed toward transmission 

planning and maintenance and outage coordination than it does with respect to the those related to 

the ISO’s assurance of adequate Operating Reserve and the ISO’s monitoring and operating efforts 

to ensure safe and reliable operation of the Control Area transmission system.  Nevertheless, the 

                                                 
5  California Independent System Operator Corp., et al., 99 FERC ¶ 63,020 at 65,109 n.66 (2002) (Initial 
Decision). 
6  California Independent Sys. Operator Corp., 99 FERC ¶ 63,020 at 65,109-10, aff'd 103 FERC¶ 61,114 at P 
25-26. 
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fact that some Load may impose a greater burden on Control Area Services than other Load does 

not mean that the ISO can separate out such costs in the manner requested by the Commission.     

III. CONCLUSION 

 WHEREFORE, the Presiding Judge should make findings as discussed above.  

     Respectfully Submitted, 
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