UNITED STATES OF AMERICA 93 FERC 161,239
FEDERAL ENERGY REGULATORY COMMISSON

Before Commissonas  James J. Hoecker, Charman;
William L. Massey, Linda Bresathitt,
and Curt Hébart, J.

Cdifornia Independent System Operator Docket No. ER01-607-000
Corporation

ORDER ACCEPTING TARIFF AMENDMENT ON AN EMERGENCY BASIS
(Issued December 8, 2000)
In this order, we goprove tariff revisons submitted by the Cdifornia Independent Sysem
Operator Corporation (1SO) astariff Amendment No. 33. Amendment No. 33 addressesthe ISO's
need to obtain generation resources in order to maintain reigbility of the ISO's tranamisson system.

Proposed Amendment No. 33

The SO proposes to modify the |SO Tariff inthree regpects. Frdt the |SO would replace the
current cap on Imbaance Energy bids with an interim bregk point based on the price mitigation
proposd in the Commisson’s November 1 Order. ThelSO datesthat Amendment No. 33 would
increase the amount of Generation available in red-time by ensuring Generators the ability to recover
operating costs when they are chosen to supply Imbaance Energy. The SO dates that its scheduling
sysem will not rgject Energy bids priced in excess of the $250/MWh price cap, but will evauate those
bidsin price merit order. However, if the |SO issues Digpatch indructions to Scheduling Coordinators
for Energy bidsin excess of the $250 bregk point, those bids will not set the Market Clearing Price for
Imbaance Energy. Rether, those Scheduling Coordinators will be paid in accordance with their bids.

Sacond, the 1SO proposesin Amendment No. 33 to assess pendties againgt Participating
Gengatorsthat refuse to operate in reponse to an 1SO Digpatch indruction during a System
Emergency. The ISO explansthet those entities would be charged an amount egud to twicethe
highest price thet the SO paid for Energy for each hour in which the Participating Generator failed to
respond. In addition, if, during thet hour, the |SO curtailed Load to manage the System Emergency
other than Load that has not been designated by agresment or regulation asinterruptible, the
Participeting Generator would pay an additiond pendty of $1000/MWh for the Energy thet it failed to
ddiver. The pendtieswould not gpply if the Participating Generator natifies the SO (and subssquently
verifies) that its Generating Unit, System Unit or Sysem Resource was physicaly unable to operate or
would violate alegd regtriction that could not be waived.
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Fndly, Amendment No. 33 would reduce rdiance on the ISO' s red-time Imbd ance Energy
market by assgning to Scheduling Coordinators who rely on that market to serve their Loadsthe 1SO's
codts of obtaining Energy through bids above the proposed bresk point or through out-of-market
Digpatches when bids are inaufficent. The 1SO sates thet these costs would be dlocated to Scheduling
Coordinators based on the net amount, for each of them, of the Demand that gppears unscheduled in
red time (under-scheduled Load) and Generation that is scheduled in the forward markets but does not
gopear in red time (over-scheduled Generdtion).

ThelSO explansthat it is proposng Amendment No. 33 in regponse to an immediate crigsin
Cdifornidsmarkets. The |SO datesthat it has been forced to dedare Stage 2 Emergenciesfor the
previousfour days and seesno immediae rdief. The 1O requeststhat the Commisson dlow
Amendment No. 33 to become effective today, on December 8, 2000, as of the hour beginning 4:00
p.m., Padific Standard Time, except for the provisons regarding cost dlocation for out-of-market
Digpatches, for which the | SO reguests an effective date of December 10, 2000.

Given the nature of the | SO's request and the need for the mogt expedient resolution possible,
the notice requirements are hereoy waived. Accordingly, notice of the filing was not issued.
Discusson

Inlight of the extraordinary circumdtances occurring in Cdiforniaand, in particular, the 1ISO's
markets, we hereby authorize the 1SO to implement its proposed tariff changes, effective as requested
by the 1SO.
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The Commisson orders

(A)  For good cause, the natice requirements are hereby waived.

(B) ThelSO'sproposed tariff changes are hereby accepted for filing to become effective as
requested.

(C)  ThelSOisheéby informed thet the rate schedule designations will be suppliedina
future order. Condgtent with our prior orders, the ISO is hereby directed to promptly post the
proposed tariff sheats asrevised in this order on the Western Energy Network.

By the Commisson. Commissioner Hébert concurred with a separate
Satement attached.
(SEAL)

David P. Boergers,
Secretary.



UNITED STATES OF AMERICA
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Cdifornia Independent System Operator Docket No. ER01-607-000
Corporation

(Issued December 8, 2000)

HEBERT, Commissoner, concurring:

| have condderable resarvations about the Commisson's acceptance today of Amendment No.
33— both procedurdly and subgtantively. Neverthdess a $250/MWh soft price cap is superior to a
$150 soft cgp or a$250 hard cap (though inferior to no price cap at dl). Moreover, | sharethe
sentiment underlying both the SO'sfiling and the Commission's acceptance of itsfiling — thet price
redraints of thetype in place in Cdiforniainhibit the entry of badly-nesded generation into capacity-
darved markets and lead precisdy to the type of emergency drcumdances that, unfortunatdy, are now
plaguing Cdiforniaenergy markets.

| respectfully concur.

Curt L. Hébart, Jr.
Commissoner



