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Ca | I-FO rn I a I SO System Operator Corporation

Your Link to Power

September 22, 2010

VIA ELECTRONIC SUBMISSION

The Honorable Kimberly D. Bose
Secretary

Federal Energy Regulatory Commission
888 First Street, NE

Washington, D.C. 20246

Re: California Independent System Operator Corporation
Compliance Filings
Docket No. ER08-1113-009
Docket No. ER08-1113-008

Dear Secretary Bose:

The California Independent System Operator Corporation (ISO)* electronically submits
this filing in compliance with the Federal Energy Regulatory Commission’s (FERC or
Commission) Letter Order on Compliance in FERC Docket No. ER08-1113-009% and Order on
Compliance® in FERC Docket No. ER08-1113-008, both issued on August 23, 2010.

In the ER10-1113-009 Order, the Commission accepts the 1ISO’s compliance filing
submitted pursuant to the Commission’s April 19, 2010 Order on Compliance, subject to the
ISO filing the changes it committed to make in its June 24, 2010 answer.* The ISO hereby
submits these changes to Section G.1.2. of Appendix C of the ISO Tariff as ordered by the
Commission.

In the ER10-1113-008 Order, the Commission accepts in part and rejects in part the
April 28, 2010 compliance filing submitted by the ISO concerning Market Efficiency
Enhancement Agreements (MEEAS) in compliance with the Commission’s April 1, 2010 Order
on Compliance in this docket® and directs the ISO to submit a further compliance filing.
Specifically, the Commission requires that the last sentence section 27.5.3.2.2 of the 1SO tariff
read as follows:

! The ISO is sometimes referred to CAISO. Capitalized terms not otherwise defined herein have

the meanings set forth in the Master Definitions Supplement, Appendix A to the currently effective ISO
tariff.

2 Ca. Indep. Sys. Operator Corp., 132 FERC 1 61,154 (2010) (ER08-1113-009 Order).
Ca. Indep. Sys. Operator Corp., 132 FERC 1 61,153 (2010) (ER08-1113-008 Order).
Ca. Indep. Sys. Operator Corp., 130 FERC {61,050 (2010) (April 2010 Order on Compliance).

° CA. Indep. Sys. Operator Corp., 131 FERC 61,001 (2010).
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For any portion of an interchange transaction for which the MEEA Entity has not self-
certified that the resources were used to support interchange transactions, the default
IBAA price specified in Appendix C, Section G.1.1 will apply for the corresponding
volume and time period.

The ISO hereby submits the ordered change to Section 27.5.3.2.2.
Il. Materials Provided In This Compliance Filing
The following documents, in addition to this transmittal letter, support this filing:

Attachment A Clean sheets of the currently effective tariff showing revisions
described in this filing

Attachment B Sheets showing, in black-line format, the changes to the currently
effective tariff described in this filing

1"l. Conclusion

The 1SO respectfully requests that the Commission accept this filing as complying with
the directives of the Commission’s ER08-113-008 Order and ER08-1113-009 Order. Please
contact the undersigned if you have any questions.

Respectfully submitted,

/[s/ Anna McKenna
Nancy Saracino
General Counsel
Anthony lvancovich
Assistant General Counsel
Anna McKenna
Senior Counsel
Andrew Ulmer
Senior Counsel
California Independent System
Operator Corporation
151 Blue Ravine Road
Folsom, CA 95630
Tel: (916) 608-7282
Fax: (916) 608-7246
E-mail: mckenna@caiso.com




CERTIFICATE OF SERVICE

| hereby certify that | have served the foregoing document upon all of the parties listed
on the official service list for the captioned proceeding, in accordance with the requirements of

Rule 2010 of the Commission’s Rules of Practice and Procedure (18 C.F.R. § 385.2010).

Dated at Folsom, California this 22" day of September 2010.

/s/ Jane Ostapovich
Jane Ostapovich
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27.5.3.2.2 Information Needed to Determine Application of MEEA-Specific Pricing in any
Settlement Interval or Settlement Period

If an MEEA signatory submits a Bid in the CAISO Market and seeks to obtain an MEEA-specific LMP for
an interchange transaction, the CAISO must be capable of verifying what portion (output in megawatt
hours) of the resources identified in the MEEA, if any, were dispatched to implement the interchange
transaction. To the extent that the resources identified in the MEEA, or portion thereof, were dispatched
and operated for purposes other than the interchange transaction submitted in the CAISO Market, the
Schedule or Imbalance Energy associated with the Bid submitted and cleared in the CAISO Market will
not receive an MEEA-specific LMP, and will instead receive the default IBAA price specified in Appendix
C, Section G.1.1. The CAISO will establish Resource IDs that are to be used only to submit Bids,
including Self-Schedules, for the purpose of obtaining MEEA-specific pricing. MEEA signatories may
obtain and use other Resource IDs to submit Bids, including Self-Schedules, that are not covered by an
MEEA. Prior to obtaining and settling Resource IDs under the terms of the MEEA, the relevant
Scheduling Coordinator shall attest that use of the Resource ID shall mean that the MEEA signatory
dispatched a resource identified in an MEEA to support the MEEA interchange transaction. This
attestation shall be executed under oath by an officer of the MEEA with knowledge of the MEEA
signatory’s operations. By actually using such Resource IDs, the Scheduling Coordinator represents that
MEEA resources are dispatched to support such Bids, including Self-Schedules. The CAISO may
challenge the use of these Resource IDs and conduct an audit under Section 27.5.3.7.

In connection with any such audit, the MEEA signatory shall support its certification with information
demonstrating that an MEEA signatory resource was dispatched to support the interchange transaction.
This information may include, but is not limited to, NERC tags, OASIS transmission service data, day-
ahead load and resource plans, power purchase agreements or contracts demonstrating use of the
California Oregon Transmission Project as well as marginal cost information. An MEEA signatory,
however, is not required to provide marginal cost information to the CAISO to support its self-certification
and may support its self-certification with other information, including information identified in the
preceding sentence. The MEEA signatory shall provide data in a format that the WECC accepts or other

commonly used format. For any Settlement Interval or Period for which the CAISO challenges the use of



Resource IDs under an MEEA, the CAISO shall apply MEEA pricing to the Settlement Interval or Period
pending resolution of the challenge.

In addition, in the event that there is a Dynamic Resource-Specific System Resource in the IBAA, the
MEEA may further provide that the MEEA signatory in control of such resource may also obtain pricing
under the MEEA for imports to the CAISO Balancing Authority Area from the Dynamic Resource-Specific
System Resource. For any portion of an interchange transaction for which the MEEA Entity has not self-
certified that the resources were used to support interchange transactions, the default IBAA price

specified in Appendix C, Section G.1.1 will apply for the corresponding volume and time period.

Appendix C Locational Marginal Price

G.1.2 Applicable Marginal Losses Adjustment

For import Schedules to the CAISO Balancing Authority Area at the southern terminus of the California-
Oregon Transmission Project at the Tracy substation or at the applicable Scheduling Point that connects
the CAISO Balancing Authority and the Western Area Power Administration system, the CAISO will
replace the Marginal Cost of Losses at the otherwise applicable source for such Schedules with the
Marginal Cost of Losses at the Tracy substation or at the applicable Scheduling point that connects the
CAISO Balancing Authority Area and the Western Area Power Administration system, provided that the
Scheduling Coordinators certify as discussed further below that the Schedules originate from transactions
that use: (a) the California-Oregon Transmission Project; or (b) transmission facilities owned by the
Western Area Power Administration within the SMUD/TID IBAA. In addition, as described further below,
the Scheduling Coordinator must certify that the Schedules are subject to: (a) charges for losses by the
Western Area Power Administration for the use of transmission facilities owned by the Western Area
Power Administration within the SMUD/TID IBAA,; or (b) charges for losses by the Transmission Agency
of Northern California for the use of the California-Oregon Transmission Project. The CAISO will establish
Resource IDs that are to be used only to submit Bids, including Self-Schedules, for the purpose of
establishing Schedules that are eligible for this loss adjustment.

Prior to obtaining such Resource IDs, the relevant Scheduling Coordinator shall certify that it will only use

this established Resource ID for Bids, including Self-Schedules, that originate from transactions that use:



(a) the California-Oregon Transmission Project; or (b) transmission facilities owned by the Western Area
Power Administration within the SMUD/TID IBAA. In addition, the Scheduling Coordinator must certify
that the Schedules are subject to: (a) charges for losses by the Western Area Power Administration for
the use of transmission facilities owned by the Western Area Power Administration within the SMUD/TID
IBAA,; or (b) Transmission Agency of Northern California for the use of the California-Oregon
Transmission Project. Further, by actually using such Resource ID, the Scheduling Coordinator
represents that such Bids, including Self-Schedules, that originate from transactions that use: (a) the
California-Oregon Transmission Project; or (b) transmission facilities owned by the Western Area Power
Administration within the SMUD/TID IBAA. In addition, the Scheduling Coordinator must certify that the
Schedules are subject to: (a) charges for losses by the Western Area Power Administration for the use of
transmission facilities owned by the Western Area Power Administration within the SMUD/TID IBAA,; or
(b) Transmission Agency of Northern California for the use of the California-Oregon Transmission Project.
Schedules and Dispatches settled under such Resource IDs shall be subject to an LMP which has
accounted for the Marginal Cost of Losses as if there were an actual physical generation facility at the
Tracy Scheduling Point or at the applicable Scheduling Point that connects the CAISO Balancing
Authority Area and the Western Area Power Administration system as opposed to the Marginal Cost of
Losses under the IBAA LMPs specified in Section G.1.1 of this Appendix. The CAISO may request
information on a monthly basis from such Scheduling Coordinators to verify these certifications. Any such
request shall be limited to transactions that use the designated Resource IDs during the six month prior
period to the date of the request. The CAISO will calculate a re-adjustment of the Marginal Cost of
Losses at the Tracy substation or at the applicable Scheduling Point that connects the CAISO Balancing
Authority Area and the Western Area Power Administration system to reflect the otherwise applicable
source for such Schedules for any Settlement Interval in which the CAISO has determined that the
Scheduling Coordinator’s payments did not reflect transactions that meet the above specified certification
requirements. Any amounts owed to the CAISO for such Marginal Cost of Losses re-adjustments will be
recovered by the CAISO from the affected Scheduling Coordinator by netting the amounts owed from

payments due in subsequent Settlements Statements until the outstanding amounts are fully recovered.



For export Schedules from the CAISO Balancing Authority Area at the southern terminus of the
California-Oregon Transmission Project at the Tracy substation or at the applicable Scheduling Point that
connects the CAISO Balancing Authority Area and the Western Area Power Administration system, the
CAISO will replace the Marginal Cost of Losses at the otherwise applicable sink for such Schedules with
the Marginal Cost of Losses at the Tracy substation or at the applicable Scheduling Point that connects
the CAISO Balancing Authority Area and the Western Area Power Administration system, provided that
the Scheduling Coordinator certifies, as discussed below, where the export Schedules use: (a) the
California-Oregon Transmission Project; or (b) any transmission facilities owned by the Western Area
Power Administration within the SMUD/TID IBAA. In addition, the Scheduling Coordinator must certify
that the affected Schedules are charged losses by: (a) the Western Area Power Administration for the use
of transmission facilities owned by the Western Area Power Administration within the SMUD/TID IBAA; or
(b) Transmission Agency of Northern California for the use of the California-Oregon Transmission Project.
The CAISO will establish Resource IDs that are to be used only to submit Bids, including Self-Schedules,
for the purpose of establishing Schedules that are eligible for this loss adjustment. Prior to obtaining such
Resource IDs, the relevant Scheduling Coordinator shall certify that it will only use this established
Resource ID for Bids, including Self-Schedules, where the export Schedules use: (a) the California-
Oregon Transmission Project; or (b) any transmission facilities owned by the Western Area Power
Administration within the SMUD/TID IBAA. In addition the Scheduling Coordinator must certify that the
affected Schedules are charged losses by: (a) the Western Area Power Administration for the use of
transmission facilities owned by the Western Area Power Administration within the SMUD/TID IBAA, or
(b) Transmission Agency of Northern California for the use of the California-Oregon Transmission Project.
Further, by actually using such Resource ID, the Scheduling Coordinator represents that such Bids,

including Self-Schedules, are used for the above specified conditions.

Schedules and Dispatches settled under such Resource IDs shall be subject to an LMP which has
accounted for the Marginal Cost of Losses as if there were an actual physical generation facility at the
Tracy Scheduling Point or at the applicable Scheduling Point that connects the CAISO Balancing

Authority Area and the Western Area Power Administration system as opposed to the Marginal Cost of



Losses under the IBAA LMPs specified in Section G.1.1 of this Appendix. The CAISO may request
information on a monthly basis from such Scheduling Coordinators to verify that schedules for such
Resource IDs meet the above specified conditions. Any such request shall be limited to transactions that

use the designated Resource IDs during the six month prior period to the date of the request.

The CAISO will calculate a re-adjustment of the Marginal Cost of Losses at the Tracy substation or at the
applicable Scheduling Point that connects the CAISO Balancing Authority Area and the Western Area
Power Administration system to reflect the otherwise applicable sink for such Schedules for any
Settlement Interval in which the CAISO has determined that the Scheduling Coordinator’s payments did
not reflect transactions that met the above specified conditions. Any amounts owed to the CAISO for
such Marginal Cost of Losses re-adjustments will be recovered by the CAISO from the affected
Scheduling Coordinator by netting the amounts owed from payments due in subsequent Settlements

Statements until the outstanding amounts are fully recovered.
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27.5.3.2.2 Information Needed to Determine Application of MEEA-Specific Pricing in any
Settlement Interval or Settlement Period

If an MEEA signatory submits a Bid in the CAISO Market and seeks to obtain an MEEA-specific LMP for
an interchange transaction, the CAISO must be capable of verifying what portion (output in megawatt
hours) of the resources identified in the MEEA, if any, were dispatched to implement the interchange
transaction. To the extent that the resources identified in the MEEA, or portion thereof, were dispatched
and operated for purposes other than the interchange transaction submitted in the CAISO Market, the
Schedule or Imbalance Energy associated with the Bid submitted and cleared in the CAISO Market will
not receive an MEEA-specific LMP, and will instead receive the default IBAA price specified in Appendix
C, Section G.1.1. The CAISO will establish Resource IDs that are to be used only to submit Bids,
including Self-Schedules, for the purpose of obtaining MEEA-specific pricing. MEEA signatories may
obtain and use other Resource IDs to submit Bids, including Self-Schedules, that are not covered by an
MEEA. Prior to obtaining and settling Resource IDs under the terms of the MEEA, the relevant
Scheduling Coordinator shall attest that use of the Resource ID shall mean that the MEEA signatory
dispatched a resource identified in an MEEA to support the MEEA interchange transaction. This
attestation shall be executed under oath by an officer of the MEEA with knowledge of the MEEA
signatory’s operations. By actually using such Resource IDs, the Scheduling Coordinator represents that
MEEA resources are dispatched to support such Bids, including Self-Schedules. The CAISO may
challenge the use of these Resource IDs and conduct an audit under Section 27.5.3.7.

In connection with any such audit, the MEEA signatory shall support its certification with information
demonstrating that an MEEA signatory resource was dispatched to support the interchange transaction.
This information may include, but is not limited to, NERC tags, OASIS transmission service data, day-
ahead load and resource plans, power purchase agreements or contracts demonstrating use of the
California Oregon Transmission Project as well as marginal cost information. An MEEA signatory,
however, is not required to provide marginal cost information to the CAISO to support its self-certification
and may support its self-certification with other information, including information identified in the
preceding sentence. The MEEA signatory shall provide data in a format that the WECC accepts or other

commonly used format. For any Settlement Interval or Period for which the CAISO challenges the use of



Resource IDs under an MEEA, the CAISO shall apply MEEA pricing to the Settlement Interval or Period
pending resolution of the challenge.

In addition, in the event that there is a Dynamic Resource-Specific System Resource in the IBAA, the
MEEA may further provide that the MEEA signatory in control of such resource may also obtain pricing
under the MEEA for imports to the CAISO Balancing Authority Area from the Dynamic Resource-Specific

System Resource. For any portion of an interchange transaction for which# the MEEA Entity

hassignatery-dees not self-certifiedeertify that the resources identified-in-the-MEEA-were used to support

the-interchange transactionstransaction, the default IBAA price specified in Appendix C, Section G.1.1 will

apply for the corresponding volume and time periodte-the-interchange-transaction.
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Appendix C Locational Marginal Price
G.1.2 Applicable Marginal Losses Adjustment

-For import Schedules to the CAISO Balancing Authority Area at the southern terminus of the California-
Oregon Transmission Project at the Tracy substation or at the applicableany Scheduling Point that
connects the CAISO Balancing Authority and the Western Area Power Administration system, the CAISO
will replace the Marginal Cost of Losses at the otherwise applicable source for such Schedules with the
Marginal Cost of Losses at the Tracy substation or at the applicable Scheduling point that connects the
CAISO Balancing Authority Area and the Western Area Power Administration system, provided that the
Scheduling Coordinators certify as discussed further below that the Schedules originate from transactions
that use: (a) the California-Oregon Transmission Project; or (b) transmission facilities owned by the
Western Area Power Administration within the SMUD/TID IBAA. In addition, as described further below,
the Scheduling Coordinator must certifydemenstrate that the Schedules are subject to: (a) charges for
losses by the Western Area Power Administration for the use of transmission facilities owned by the
Western Area Power Administration within the SMUD/TID IBAA; or (b) charges for losses by the
Transmission Agency of Northern California for the use of the California-Oregon Transmission Project.
The CAISO will establish Resource IDs that are to be used only to submit Bids, including Self-Schedules,

for the purpose of establishing Schedules that are eligible for this loss adjustment.



-Prior to obtaining such Resource IDs, the relevant Scheduling Coordinator shall certify that it will only use
this established Resource ID for Bids, including Self-Schedules, that originate from transactions that use:
(a)-use the California-Oregon Transmission Project; or (b) transmission facilities owned by the Western
Area Power Administration within the SMUD/TID IBAA. In addition, the Scheduling Coordinator must
certify that the Schedules are subject to: (a) charges for losses by the Western Area Power Administration
for the use of transmission facilities owned by the Western Area Power Administration within the
SMUD/TID IBAA; or (b) Transmission Agency of Northern California for the use of the California-Oregon
Transmission Project. Further, by actually using such Resource ID, the Scheduling Coordinator
represents that such Bids, including Self-Schedules, that originate from transactions that use: (a)-use the
California-Oregon Transmission Project; or (b) transmission facilities owned by the Western Area Power
Administration within the SMUD/TID IBAA. In addition, the Scheduling Coordinator must certify that the
Schedules are subject to: (a) charges for losses by the Western Area Power Administration for the use of
transmission facilities owned by the Western Area Power Administration within the SMUD/TID IBAA,; or
(b) Transmission Agency of Northern California for the use of the California-Oregon Transmission Project.
Schedules and Dispatches settled under such Resource IDs shall be subject to an LMP which has
accounted for the Marginal Cost of Losses as if there were an actual physical generation facility at the
Tracy Scheduling Point or at the applicableany Scheduling Point that connects the CAISO Balancing
Authority Area and the Western Area Power Administration system as opposed to the Marginal Cost of
Losses under the IBAA LMPs specified in Section G.1.1 of this Appendix. The CAISO may request
information on a monthly basis from such Scheduling Coordinators to verify these certifications. Any such
request shall be limited to transactions that use the designated Resource IDs during the six month prior
period to the date of the request. The CAISO will calculate a re-adjustment of the Marginal Cost of
Losses at the Tracy substation or at the applicable Scheduling Point that connects the CAISO Balancing
Authority Area and the Western Area Power Administration system to reflect the otherwise applicable
source for such Schedules for any Settlement Interval in which the CAISO has determined that the
Scheduling Coordinator’s payments did not reflect transactions that meet the above specified certification

requirements. Any amounts owed to the CAISO for such Marginal Cost of Losses re-adjustments will be



recovered by the CAISO from the affected Scheduling Coordinator by netting the amounts owed from

payments due in subsequent Settlements Statements until the outstanding amounts are fully recovered.

For export Schedules from the CAISO Balancing Authority Area at the southern terminus of the
California-Oregon Transmission Project at the Tracy substation or at the applicableany Scheduling Point
that connects the CAISO Balancing Authority Area and the Western Area Power Administration system,
the CAISO will replace the Marginal Cost of Losses at the otherwise applicable sink for such Schedules
with the Marginal Cost of Losses at the Tracy substation or at the applicable Scheduling Point that
connects the CAISO Balancing Authority Area and the Western Area Power Administration system,
provided that the Scheduling Coordinator certifies, as discussed below, wherethat the export Schedules
use: (a) the California-Oregon Transmission Project; or (b) any transmission facilities owned by the
Western Area Power Administration within the SMUD/TID IBAA. In addition, the Scheduling Coordinator
must certify that the affected Schedules are charged losses by: (a) the Western Area Power
Administration for the use of transmission facilities owned by the Western Area Power Administration
within the SMUD/TID IBAA; or (b) Transmission Agency of Northern California for the use of the
California-Oregon Transmission Project. The CAISO will establish Resource IDs that are to be used only
to submit Bids, including Self-Schedules, for the purpose of establishing Schedules that are eligible for
this loss adjustment. Prior to obtaining such Resource IDs, the relevant Scheduling Coordinator shall
certify that it will only use this established Resource ID for Bids, including Self-Schedules, wherethat the
export Schedules use: (a) the California-Oregon Transmission Project; or (b) any transmission facilities
owned by the Western Area Power Administration within the SMUD/TID IBAA. In addition the Scheduling
Coordinator must certify that the affected Schedules are charged losses by: (a) the Western Area Power
Administration for the use of transmission facilities owned by the Western Area Power Administration
within the SMUDI/TID IBAA,; or (b) Transmission Agency of Northern California for the use of the
California-Oregon Transmission Project. Further, by actually using such Resource ID, the Scheduling
Coordinator represents that such Bids, including Self-Schedules, are used for the above specified
conditions.

Schedules and Dispatches settled under such Resource IDs shall be subject to an LMP which has

accounted for the Marginal Cost of Losses as if there were an actual physical generation facility at the



Tracy Scheduling Point or at the applicable Scheduling Point that connects the CAISO Balancing
Authority Area and the Western Area Power Administration system as opposed to the Marginal Cost of
Losses under the IBAA LMPs specified in Section G.1.1 of this Appendix. The CAISO may request
information on a monthly basis from such Scheduling Coordinators to verify that schedules for such
Resource IDs meet the above specified conditions. Any such request shall be limited to transactions that

use the designated Resource IDs during the six month prior period to the date of the request.

The CAISO will calculate a re-adjustment of the Marginal Cost of Losses at the Tracy substation or at the
applicable Scheduling Point that connects the CAISO Balancing Authority Area and the Western Area
Power Administration system to reflect the otherwise applicable sink for such Schedules for any
Settlement Interval in which the CAISO has determined that the Scheduling Coordinator’'s payments did
not reflect transactions that met the above specified conditions. Any amounts owed to the CAISO for
such Marginal Cost of Losses re-adjustments will be recovered by the CAISO from the affected
Scheduling Coordinator by netting the amounts owed from payments due in subsequent Settlements
Statements until the outstanding amounts are fully recovered.
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