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OPINION 

I. EXECU:fJVE-S.Ul\JrtJARV,:AND INTRODUCTIONb rblHil fi LfI~ ~noir!}JiJU1i 

l'.)"/o~Qday·s policy decision ih tQntextJc.OnMay:24Nle a"dyahced the polioy. lIi'l/ 

delib.etatloo phase of1this, proceeding by reteasingi(ot ·public.comment t,v61'll l~II?~i 

proposed ~jets_Qfp.olicy; preferencesJ~Ounfiatingl vjews:ofa resti'\J~.tu(ed«(Jectr!g 1 'Jf1 ~{ 

serviCe_s. industrYl ~<)J1sl$tent· wlth.p-"r!,Ul1jj(eced¢nted_alf~mpt ,tQ,ac,hleye. the) 2'') 1M2 

broadest ,ba.se..Q(pubJjQ;~dstakehold¢J.;Particjpa'iotfJ we h.a~e: held :fuU pane) JqOOJ 

heafing~,_a:nd.tet~iveil" yo.tu.n)tnQ\}.s~~~i«eo t.ommeitts ,~n ooth. sets 9f w)ipy floiJi~oq 

preferences. Most recently we used the y.ebjpJe~f fCoordinat.ing ~~:mmissi()J\~fJ o. 
Ru-'ings~~ 10 "'10S~, questi.Qns find. ~e_c~ ,furthe.( .clcu;ificati,Qo ~n cr:iti~al pointst'( 

Havjrtg(QmpletedJhis deJJ~tatiy~ ph~se. of olir PJ9~e~lng"WfUlr~ noW prepated,l(; 

to ahhoun~,pu""po1i,~y:d.ec\siQn.~loi'ijJJ,)clZ'} llJO 'Juirnnbh f)l1tl,:Jl)tfli 3niJ..:ix~ clJi'll 

'JfJnligJ21H hnG ~!di~f1~'2 ~10!tl r; '},/~idJf; of i')(ff~3t)t AW"/I ·Y.'I 2(; ?lloitf;:!i(d~ bnli 

::~! :!,J~~::-;.::l~ :'~:'C: ~:d!:::::;fnt 10 Cloif'}:;f(o') <JIlt ')d oJ c')un;'flO') ')",il')')i.do lUO ::nuwl· 

d 
~?'J3tt~§¥!5T;;~\~~A,ffii~f9P.&\\YIJ!.IJ~~~§~\iHR~a~fJlW-1RlfS'J!llmtrRO't~inmi?f)(frni 

egree o( (onnal participation. t ast count ,ouiflunartd 'nmety-seved persOns aooentltles haVe 
becom~JQrmaJ ·p~ftjM'.'/lD~ IY~)ys\. ~ 9pjf)Wl!s~Qf QJg (~n9:«.Gall.fQmt~ W~J~. ~~&h.1 JA~ qrno:) 
series of public particioation hearings held across the state; our full partel hearings were 
br~d(asr6ti publi6 a~bf chaMelf ilnd cartttd by 'tiiMyot~if6mia'~'clibhntl~visi6Jl ~2fi') l?ni 

?pe.~tors. As a r~sult of heightened publ~c av.~eness, w~ t~'l'e. r~i~7:!_~~*¥s O(.lelt.e~s. ~o,IJ} ( 
tndlVlduals and benefitted from the organIzed \leWS o{if{M\Y HfC&ltfomta'J \'1tID~JH{M\lfi{{I&\'\! 
su1~:M~ WJi~q,J~tA~if.qlJfll, .. ~~oWjflN~Xi~~S?ffilll~9:"'fJipMM~jf~j~!\J~,l1Neva)J 
the Gree~·ifimng Inshtute, Sentor tftiflty Rat~Payers 01 caliton:u3. In¢'J and llie Amencan 
A~i~tiO[\ ~.t Rejir«i r~rson~q R~Uzipg. t1)~t ~ ~it!~ .lxo~ti\ I(9rn ,~J). ~)'~1.1 mQIJ bf~4J)~ ~JJ U 
effort to reieive views and opinions we dispensed with the need for fomlaJ party status in the 
firstRllfihg by"th6't'63/diifatlnge&MH~lbi1~fllf~ f[i'll C)'II tfloi1ilwnJ ~ffj gni'lloffo11,)~T1:ffl 

-1:-'. 
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A. Our Goal !1 0 I VI J '1.0 

In this opinion we advance a much matured description of market 

institutions and a much clea~H' vit\V bf.thero16 '6f ~ustorll~{' ~hoieeJ \11l'e' leader:'. .1 
. , 

will Ond a .note in .depth discUssioh'ofBoth',vertlcafand h()tlzQ.\thlrtl1atk~t;~'ower 

issues which' I\tust, be tescilved before-either \t}e~ot'our. tOl)nie'rparts-afthe Federaf ')0 

Energy Regulatory GOInmHsion cah:PO'expected to ehttUst fh~\velfbelhg 6f.thJ$nq 

state's ecohomy \0' mbtket f6r~.sln\Ve build UP()h 'our' "all ilir May fQr'ariJeta -ofJi 'I1n 

Cooperative Fi<lMalls-rttt6 s'et forih t~e:foufldatlorl'()ra~alifomla'Conseh!oS-)hto1d 

position Qfi:thE! ~tnlttote' oftnose.' insthutlolts 'Colhfilitted 'uhde/ou;':feae'ral'systCl1y)d 

to the'stewardship Qfthe'it'ationalgove-rhhientI t h~?1J <:;'/1 ·(ItH,),)~l Jlotlt ,?'):)(I')lil':nq 

The Issue~ tiltfansitiOtl tolilth-eif,l(tctltiflcatiollj calctilatl~J'j3hd 'r~c()\"etY;}1 

are~discuss~d ft()fi1'apt)Hcy~pefspective but also. irrsUfficle'rlt detail to 'enable' those I 

with existing interests to determine our expectations tespe·c'tit1&:th~ir·opportunities., 

and ~bligations as \\'e work together to achieve a more s~nsible and sustainable 

future. Our objective continues to be the collection of transition costs through the, 

im osiii6nib'(1l1norl~bX,~!ik~b1~'C8rWfetrtV~IT~ims1d31t~ti1M tr(CIC~\i1~{ l'sl 
. ':i!?:I"·:iliJill) 6rl!~ '"il(,.:;-!~.~fi~F:'l-'(J}n'fI t..')RrtUi\ llJo11n.[JO) JlIJ JA ,n(JJ~UilJ!hi:q iEffilO! tl) "j)l:l')fJ 

compttitiVely.neuttal jl falt~tb-Varioll! claSses ofrate~ayetS 'tlfid :wht~h dbesnO«1iOz.d 
'.;Y,/I/ (~f1i1F.'){II,;;nf,q litH 11}0 ;')It;t,~ ~fj) <lOur; bbrl cg(li!l~~d flQiJr.'1iJi) 101 ')j{duq 10 ~')h n 

increase rates b:eYO,ndJhe. .fe.venue J~q"ire,lJlen's~we. h~y.~ .. estab1i&bed]m -Ja.n\H1J)';11 I'd 
I ~98 Gl;"h)! 10 ('~11bnurl L.'nir.':i·j\ ~'ftd :.1/ .~;:-jnnf;lIf) oi!tJuq b'j[D1n:ji')rf1o HIJ;'~l s l.A _~lo1f;r:i'qo 

t: Ji)'r:~tll~m~)ll ~,Yi~IJ\wMit&r)ru 8HRPto t:·.'J~i'l fz)sim;31o ':ilh rW.Jl1 b~llibfl7d bflii 2lmLi'/ihnj 

, ,(r,/3';{' 'r{nissUr~'1fl~oo'llUfui~dj flf\awClaNnft~f\l")~tPalifoPi1ihlslil~~r~\Qf :6iW(d'(!l 
, nf.,)Il)wA ~rl.jbnI> ,.~nl ,wl101ifs'J 10 21')'(VV,s}f '(llhllJ 11)1f1'j~ ,?)uJJJwlgmniTn<j:m) ~rh 

utllities~'~nd give them an'oppOrtunity to be~ital pafti6(pantsMithe~res{ructiired 2lA 

~!h ni UiJ6!~ '(h!:q lWllo110) b,),)fl ':InJ ~JiH L~t:n';.-<t~ib ~1I Uioiniqo bn.fi G'1I3i'l -=1:/h)~l 0) hofi? 
market followmg tHe transltIon, we WIll all~\y.Jh~m .. tsu:e;f~n-~_~f.tJ,().9Y~Qf ... Ot~,9."ICA:1Jl 

. -)::.. 

• 

• 

• 
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• 
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~IW<l\ll.()·) ~fO· r'O-N!.f r t (O·t,O·t,QJI 

\Ve·ptopp.s~ tQ ~(),{I).p'I~J~ tJ\Q)'jflJ.\I~ljm\ <)(J,~e~c;,~F,k}';~AA~f ~fifr,}:a:~l!.f.~Jt.i.\'le no 

further ac~~m\lJa:ttQA.Q{.\{a.osj!~O!) .. ~9.s!~j)'<lH.1>P ... f\'I~~y~~~}ql~~,~~~r}:<f~l{(m}110);JR:) 

existing-seO(}(i!tion ~QJ\towJ~ JlR4 ~J~t~4i9ng~l~g SRJltJp~t)1J,JJ~~X}\W.t;\t~1tJX;'tkA?,i~o 
exceptiool)wc: w.Ut~g)l)pl~J~ .\~~£QJ.I~~ti.Qn 9f1ht}gXQ ~)')~.99~u ~Tl}'lJS;~fr.I)vJV:)i r ~d 
include regulatory assets, existing contractual ()blig~USW~,{o~Jl~'l~~~\,p.pf,jncJM~J~~ 

Qualif)'jn~:Fa.~i!hJt:~; .3J).<!,\h.~~W4.~p(~cl~,t~J~ .'l9Qt )'~J»~ Rft ~I ~ylitx;~ S~~tf[,tion 

pJant:3s. te.ile~t~~ ;J)J~(~ .~'t~<; jl.~Jl( ~.~!s.R~pmi9n~~lvl·f Rw J»Tr~~~~ f9·~ t1\\p!n~,tPfi 
CTO .. wilJ r~lya~ .th~JH5l~l.\~ w.~sj~J~<:9,J;l,.m~dseJ,1P/~cJ.\~\sm,~ fm~ ~j}JJ~S~~ftPO'2WJ 10 

minimi~ .th~ Jm(~~(1,9f. r~g\lJ'tOfY. Pl~~~J.nS.~JWI~ Ib~£tPJlf?mj~,R,91~t l\9 h')q? r~J'I~b 

California's e';~I1.9!1)Yv 700;]:),'; 11)0 .1f1 i." ilc Cilffl lie ni ,{O')i1O mllJ '.HI Jr-rif niqoJ fi')iJ/f; 

California's C0I11milIJHH\~~Yl'Pp~li9;P,WJ?R~,e,W~is·99I"t~~ft\~lpt,~~e .tf 
provisipn.Qf~n~rgY;~~rYj~~sJ~.~.lt9tP.l!~~j!j.~I)§I\lnf~~?~~f~~~}ttJ'f~\slative. 

commission il)$pit:~~dn4M~JfY '~~~~~j~nd ... w~mNn}~~ ,Pt;HIJ1Pf~~jpiti~li:t~ljnIJl!t ~ ef, 

past and ,we .fully .8Jlji¢jp_~J¢.§\IsJJ .~~pjr~1\9.~W, M~ ;~f(ot.t\~Jm~~f8Hr:(~}~tgll~1(¥1H~'(J{l1 

In today~s dec.i$lOAIW.f;_~~t !1)~;~t~g~.f.qr,'9~~ 4~W~\?RPJSm~J~~ ~ref:J)\fl~" ~4'1~~tlr.I~?' 
the fate; pf r:~J)~~Y.'!J:~.I.~, r~P'\lJf~;jl~9'~~;:lLd}lINW't~~m~9h, tffi~ P;JuJ>!\YJ ~IYH3?~l2 :Jl(l 

research, <J~v.~]()p.IJ\¢Dt~,1J4.~~ Q1HD~,t.fcll~9n, ~fKoR~i JJR~ JJl.fRM~J~~~iSI\f9~~'1 i it ilia ~,d 
\V p.meo.,M trr9riJ Y l.iindJ P,i ~~9 If<! ,Y};,t.e!~fl §ps.i.nr.~~, Ji~t1JP.f~~~fI, ;?t,~~nrRJflW~q fflO:) 

economi.¢ d~~~ls)p.~j1t pr9g.;SlIJ\~J.§PJsja); r~J.tf.Jdi~f,~\Wl~!1 ~9J\Yi:Yl]l~~~~iRnt ';fJ\~~I'T~~"1 
under; ~r9\1n(Jjng N.,t~J.I. iIl)PJjAAtf,4,!IJ tl}~ '-~f8rm~ ly);1jR\tWJ~Jnp~JpJmce(~~'~W~n?8 
today'~., disQJJ~~r) JJ1.roi ~b~~J\w~x c~W'i!Y,rnc,i,~~j }~\mt };iffil!Y.t ~tVfBJ~~ jnf}1rg~bslfJ 0) . 

wlth~a:mQr~:fld$9,t)le.~t~\9.m,e!1.t9t~~r,y!~j991d ~[fJ oj loob ~fh b~I1')qo O'lfirl ~w Jeri! 

- 4 -- t: - . 
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Off rW~o~~d6UnHls ~Ib~~e(t\ng\.}e'hrd~e a'~Rif6\VI~dg~ tlle'appHcabllity:ofthe!/ 

Cal i fOn\nfllrivltJli1\\lrlf~I'QOalityr ~c(\iHd' tHe?6€e<t -/<.k c6h\pliAif~tfl>nU' oUt 19 rh t til 

de~<ifbeVAa~n§h'a'd-~dV'akc~drtcJ1R2 s(li~e)tha\~i\tpY6jtercould b'6'asse~sedr~·.'V(;rtiJliz~ 
be1ieU~/ihd{i6J~Y~ Jl'tlfion( bti'ngs"'Os'\3 thf~ ~tr\tical1utiCtlfttnmd '~o'\vt'deflil~ -and· 

dr~g-lIs~J8btll!SHlpmihQctn;tta\'e~y~(i(do IflJ'JfnJno') :]Ilild;.:') ,2J');:;,,~ 'fI01r,hJ[t~1 ')blJbni 

lioi!Ea~H't\ftll~'~~h'eMI suHJtds~<.\~et'~d byf~ha~t~lh~adinlflti~ioday~'bpfhlofi' 

i~iViiln!'~Rd yel ti18t6tWs'oflno$f~:te~rJrtnhl'f6hlfovefsYh§~'-c~i\t~ye'd'o?fth(frole'q 
of custo%i(thbY~6 kRd iRe;' fflafk"'el'fuecliahls'ms"ddd ifi§tifutl(5fts.\\rhl~1i hlusi beYr~J 

developed 'fb 'eRsu1k l!)\'mayBf \nt"onn~d t1fstomeroj>h6its,l Jt:1§ttnu! td lheso,irtifll 

allied topics that we tum briefly in summarizing our actions oftoda)'(') 2'flirno1ils') 

B. ?eJs16Iaet>eb~=CciJtHl Ci1iWufue~'Prbtec'tiOfi!JiUlfflO,) 21r.imoliffJ~) 
. ')'/jh;l?i~lh~(~b)se'H&{bf~v~n uhdtH·itaixJlafta'ed~il9teXeftl~ed'c()i'tru.rter;opti()nsq 

the<)~~I{tb§1iigJtHik'tm3wt~lli~~att'ta,'i\vJ oeg~ri'th~is'Rtil~fflakin~#;md noI-?.?irtIHIO'J 

InV~t\ihtiaU:{)y'a~ciaHHgbbr';ltiiilerirliifdea aeoic!atiOrf\<fdi!coveHt1gandHw J~fH{ 

d~ptH~h\~' s1U~ttgl~s iffid' llieClfanti~'m!',vhl~h ~{JoU1d ·piaee sbs(aihableJ~do\Vhward nl 

preS~ffig~W ltl~d~Kkllof efgCfHtity 'fd l hi f~lakses 'of Califdtfiia-taieisayei'S,l FronftheJ 

~ginnirt~;I(\Xlf~6n89pi~(eteRcfe 1l~~f~clinJtI !iroftglyJI.\ltlietdttectibWof. (ri'Jlfl')2tH 

com~'ii{thR' Mh1i' Wiark~i illetfiMtf§msi.7.IA.~ '\ve')\16vkWofd :Oid'iealnt ;of.tHe'oreti~rll 
Id'irc61?d(~h/t8Wa~jfd~pr6j~e?if;'outta~klik't(r~su{ethra( the'tompttitton tirnono:o 

geJo\Weifld)ma~ktilffietRabl~IM~ itib1al5enR; c6I.\petIH9(!'~~liatits af\a(i'c1t\spat~[\tJ 
to tti6~~lWUbllrtbl11~(~pJlfdiifpHilJOi'ei:fruntiiojfPWitll\()(fdr§o~ciSlimrWe:befl()v6)j 

that we have opened the door to the b{oaa€$Cji6s'kible"aYillfofchol&Bihiwhiehfthe 

·Js· 

• 

• 

• 
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fonneri \'ratepa)'eJ:1ccl'tr funC(iQo: ft~ ~o: _i.I)J~.Ili~~n.ks~Jf~lJ\t~'{f§t~~ 1~c.P.$JQI}!~r~'1JG\Y~ n 

will briefly summarize thQsQ:~hQiC.~,~~(Qr~ ~c.tail.tng lh~ Jll~t15~t~Jf.\I,~t~t~t\Yhi~hfl) 

will support.theitJl'(aUa.biljlY~\ill~')l ?i III i/)bl/fll'::J' 1G')[I ~!{J 'to I[(Ji<>j'l 1111) 11 
. . 

• 'J :J:cGustprpers lo.ri elecl}:i9. ~~f'li~c:sJ(l. QlJJ(Qw.i~ J~fl~~t Jh~J~;,~~(§it)'I~,9,"ffl1; l 

economy and.s~i·ety.~,!{hey_r{l1)g~·p.:()m JSU'g~jJ)4\!$lriAJ AA~t~9mD\e!cJt\.t\l.~~r§,I~· \ H 

thc!-smallest:householderi"They io;c;I.\,1.~~.f\gft~»Uy(@I.Jy~eT~!?f.J;Y,e!J.,}:~{i~tY.l9fiJr.(jt(1 

description and husbandry. These differences in circum.~t.~~.PJQ~Y~ !q4.\~(}J1Yil 

different load profiles an~Jl.s~g~ p.~JJ~):m;'I)YJ18lotw@J)i\y.~I\ern\ep.i~M ~ctleclric 

services industryll inc1u(i~YY"h~i3'2Jh1dro1filyJ!!;Uc\t181~k~tgy.?lhs·\ven as a hOst 

of setvi~e~in .thelt. g~n.eJ.~Jhm" \rjln~O}is§iQP.~ll(t~tst,rjku.tioJ\.,~ \lQy.~! Ii,me 

e rr. . h . b' d .fA I I A h· • j)., A 1-" ~ t ~ f . a I omlans. axe.lie J~~~~_ .WOJ..J't',P' ~s,~. ~\4~~S_ Ip.m. Hp,~er~ 9P'''W» .. ,Q,,11lih 1f;')01 

conservation strate'gi~ ~jt1)~d alco.~' .~Qn~~i!lOO~ot -~~ }V,~.\\ ~~~~py,irQPm~oJJlJ 2i ~.n~dJ 

con~rns)oBuHher~_ha:, beeJ1911~}~.sm~to.ftt4~JQ~u~&\fY(jJl whi9~M~it~qY.Yflif:1,)1 of 

con$pi~u'6bs]y,fail~d.lO: )njilpw.iQa ~Q!P~t.iJj~~; p,r~.$~n~~ .~!)..4, tPl!\.i, j.n!.\ll\'J~R&\J9.f1fl 

eleclrip energy ,'JOur :deha.!~ .hllY~ r~'l~Aled. tl),~J~r9.~e;~t ~.<m~~t>~\!~ Itj1~f,9~rln~St}~HJ 

are:too highartd_mUAl b.(tb.r9)lg1)t~ot9,,~JigQm(m.~I,~i.tltJ~gip~fl.t~y~{~g~~jf(hi1orf 0' 
Cali fornia:is. to ,$ustain:a ~~mp.~'itjx~. PP.s.NJ:ct. ~~ )X~ ,e,1)1~.ct,ht} .\}y~r;t~x·!\~~II~~I\~!lJY:'fl 

Equally strong is the consensus that jf market mechanisms ~~,~ 4pX~19P~, ~~,h 
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send 'st(o)\g',I sbstilrn'td and tt~stlY'c6'n\ptehe'r\tl~d ptice:sigfiAls both-ne\¥Ma'rket Illot 

enttaHt-~'a~rid CO'lWt';f1~ts \vilfteat{Xvith Irlfelilgeht:th'oiets/h ,.\1 HjHlCflP? '{fbild Uiw 

If our vision of the near tenn reform is realiu<l:!slloitly:afier the-flr:srofiw 

JanUar}J,eJ 998,~C'~~tot\\ef§lff Ct;lifo'Mta'~,,1iI;fac:e' air impi"e~~ive array of cHoice. 

Rartged al6ng'ltcoi\\inu'uto bfth'6'(f~kf(!e tb~whfch'the'c(ls(oiner:dtslres to become') 

proaciIV(Hi1 :faking'ch'aYgeof CO§( :CaHf~Jfilne~t,f ttie 'esSential J(:ho~tesv{jllmrmade!' 
froHfth't~~ bto§d'cafeg6tie~rrfJ'jli:J ni t:')~m')l.;nib ~2')rtT .·{lbnr,d~U!1 hur. floilqiln9h 

')i 1'')~~1~' RefaiktJil((~diiion'art'eU~tioi}shlp'a!f4 CuUrts ?~,d ItOlq Imol 1((~l';nih 

,-' ,J f';J" II" serviCe cusfOmer of the JocaJ ~Iectric utili~:. t- .~. 'I 'I' . 
. · •. 1" J __ " :J .. ,-" ~d.,,,.,\T ............ '(.. JI.n,,"',V-' -..Il<,',U " <:.7.Hf 'JIll '(1<:(1 J(1I2')?1'/I?Z 

:Jrl1i\. l:ust(\n\~~6faliy cHats 'is fT~tY(6'elecf c(mHfiued rellarleeupotithe 10 

local distrrbu\i6n'(jtifitflo~ptochf~rJis \{rell 'as"deli\rtfelicttori~;HYet-tVelr here' ilG') 

there is ~Holeera~~io nb\v ike'custoiilers:bill\vill be·~alculatedj~Tho~e.who prefer.:> 

to retain atf~xacrte~Ii-~a'bfth-e'statustqtrotcMt O'pt to have thclt-vohitn8ofusageo) 

n16lti~litd b'Y'~ rAle '{vhi'<~h reflects'the ~Vetage ~C6st t() the-distiibtitihn 'utilitY:Qfno') 

procuriiig We ilectnc j50\vei.') 'eustOfi\(!r's Woo Me wi Hlng-d) shiffloadJn respons~) 

to hourly'bt liaJf.h'6uftly£~n-ce{~i~nM~'caictle¢f\Vliatwe-llave tenuedl\!,vltluhl dlrect 

actess';a ya:te-s\¥uc(ure'\vhichC takes 'hUo' a~coUiii~ii6t: oftly th-eit;volume:but,aUo G') 

thg'tih\'e'or'thel(u!~ge? UH?iOCfb?ff1 j');hs£rr-ti Mrlt 2112[19;>00:' ~rlt 2; 2f10J)l Xiffeup!I 

2. Financial bedges: 

oJ ~kfll ~~fjti(1,:'j.UllS&igf' ~fJ.y\Je"drsfRi~rened~1i1ii;H'ctiafc.~.ort1~iiel%nhn but 
bUB b':JtuQlI1uiJ .T)')nlfmn£;lf.\);rl,d~n78 11 grtl'{J~r>Drllii10) 'JZ <,r. '(IlJIl)J:ff'?" 10 "2fI(Jl'~')b" 

d~sit~j5iictslablliif"ai'(d _~fidicta~ilityov-er-a"deflrted -per:tod >C?f time:OSUChHf1lJlnO) 
;>1 bn~ Z:)'/OCiI tfn' nlloq If II bn_1i ~7e!lrno ~{101J:»b ~dJ !£fH fUQ tnw(I 111"1/ ~flinJni8fp f6,il')'Jb 

customers are free to elect hedgmg contracts which may be concluded wltbJmYlIo:> 

- .'r-., ·'JI· 
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ii1~,iv.i~Jm' t9J;~~nJ;J)"jWi,I.I.iI}S: ~Qt t~.~~ thp. ~9.v.{\H~J:,naft..r'$.kl'{.A.c\1$l()(\)et :who, has:>'t~d')h 

f~mlf.4 ~YRl\ 9c~~11'f~Sl$.B»Jinp~~J_?,r~,~eJy,e.i\.l>JJIJr.Qntth~.tO;¢aJ \l'ility.~vhjch}b ~rlO 

reflects ,\l9\h{!1;W ~9~,t .. «?( ~t~f~.df W.\}·~f.M~t<ti~!rj~\I\toJl:s.e~ices~~ PedodicallY: such,? 

a SV~'P'Q)~~ ,lPJ,~h,'\l~ .. 9mp!'DI.qf.~.e§~ p~Ym~m~ ~!\_ tn}} J.o.cpi.Q.tHhy .and ~eJe,~Jnes q2 

wh~.t~.~rj ~!1.~~J~c<.~€f~J J1,W. prj~~ .gmuj\nt~~~ ~(m~J~~k4. it! \ht! ~¢dging ilgreementi'l In ')11 r 

that event i\ .. bj.lLU~I~ybmjt!~~tJ9,tb~~tp~J.-AArtY whQ.t:¢jm1).\\{$~~ lhe".C\l~tom:etso aSIJ~ 

tq ~~},l}gJ1~9jfP§' R.(~\~f.t~igiJy'"f9! Jl\~ P~f.t~J.QI witl:1ln !b~ p~r:~ed :m~xihlum.:'ilo the~ ~ 
event that excess 6ut~~y~,.9jY~,99.t~JJ ~?cAA{j~P~~ Jb~ p~rtY.·)'<h~sQldJh~({J) 'noill 

guarant<;~ }WSRt tlt.({Rr~mhwt(Qt f1\.fipg: ~ JIs!>! tb~l ~YA$;n\}ye.r.J;~li~e.Qo 

v;q~ ·:dc?~I.~n p,uJiNiroX "IWJji~,p'g~~~t~9 .~,~~~ItUb~ J:i.~k!ip..Alw~gi.n$ ~QnJrJlctmay,:)t1 

h~'YIt; .g~-'1};rnti99 .t:a~iJ\ti~ .oj. 9,9qJ.!~,~t~sI.,~igbl$.Jg"g~n~r"ti9.nJ~"J:W~.~_~~ Il()n~ed. tQ 8m 
re~,~~t~t IOw.~J ~HM~U(i,~>af~p.'l,J?r. J9. .i~18JlY"l})fl'lQ~J:.I)).3~~.h~dgitlg .~{lI'ttrJlf.(sl.te[mFd ? rn 101 
"c9.llt~~R!~ rp!j~i{ft,r;~Q~~~i i{\ mlAc}.l, Qf.!h~ JJ.t~T9~.\,II:e" ~h~r~bj~t QfC~u1!pdssion.rJ JI i'll 

concern,:),~p~h~ot~!!1t~tans\,94'J'~fr9.fll'J.l~_h,i\~p~.i.n~$$j:~:.\~¢.Il,~<tp.<; tc.I1b.S,P:fn fflO") 

such cOI)J.nw,t~Jif~ J~~ ,t~ Hw, g~piH~J~flb.~; J;l.l.~Jc~tPJ~~~ .p.lld~ \h~ wlll.Qf mark~t H 1 ~'/oa 

particjp'f\m~,~')') '}[h If,)rj 2~i)H:q 8(1i'?~lhIO) ,)fh fbid'.'! (Ii 2:>"jflfd;:lllW.nb '{ll.lliblOf>1JX r
) 

?!L3;jr.Qj.(~.~tD£(~~J~!'P'Jlgb.p.bffifPJ. bJlat~n\1 contractl: 2ko:) ftjl~bo? hnR 

ff;"i')Jt~rid ~(}YH9.M~,4~Y}~4t1fj~i,9n.)yeJPfQPQ§y,.t~.~~~¥~I}~~Jh~~v.ftU~.bjJ.itYtO~il;hJJ'J(,) 

direct~flBf~~f.HM9.m~I ~PJhm xY.Fjl J\~jW ,~~~.t~ dw.ify jl~ .;gn$AAU~n~~s.o\\Vhil~IO") 

some haY~J9n~~q~hrt,\~n!' A'lltlL({Jin~J, ,~.!l.l)',~~(,~'l~Jt .. ~~~rAqt~Jtpr~$.~f)t b~t; p f dhJ2 ib 

varli,~DtluP9.~,\hY,J?PJ~1)j"nD&f\Sip.l.!{)l\1.~~~\i9nL\ht~IY;.~)YlbJli~P'\lt~ bYJtbos~.!\YhQ'~'(llq 
see in them it genuine advantage and a distinct choice. \Ve need not settle this 

·8 (J. " 
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debate for,( in the finM ftfn:ilysisj th(fdecigiofi 'wlll' t?ike' prac~ :fNn\~ ~iafke1~faS<i:' 'Yoti 
one clear resp(ti tM~~opti6ri ~diffeld'ftofifth~ Jie<tgh1g' m~ifgeh1~1irdeSctiBea \n 'dl~;t ' 

second ~~t 'of choltes:) lin..-dift~( 'a~tes~'c'o'J\tract't1ie '}iA'rliJs }eek 'l3 (J(~JS~(ch ? b'Jrt ~l 

spcciflo geh~rAtion~6n= the:-pA'rt "of Stll~ts~{f~' \~ell ~is'~i6VMe' fixed :hn4fi~JhlletfiH'to f; 

the con!;umer \)f elecitrcity.~,)/To· ihe'~)(lefif lnalttHe 'dJs'palthf 6\i\thes'l{ic(Srr~liUiVSrlN 

customer-loc1d~ the ri~t ImJja'cf df StitJi c6htlact~:ls '(8 t&abc~t ih~fafu<iJA~bf '" ~'I,) !r,rlJ 
electri¢ity. whlclfwill' 00 .. JSt6dute~i bl\' th(~·s1io( "Matket\vlHcil \vjll'~tftVetherHee(jsi(" 
those customers whb'elcct fro»\ \116 fltsf and gec6rid Ufeg&tie§!'lJo ~?')')x') 1MH hl'J'n 

Ot\feV61ved'\VHlingh~~!to begh\r~i)}iaS'JdWvitllabHit~1 dtai~Cf*I(jlIH.lg 

ac~¢Ss (!Ofitfilct 6Jjtlohs'kimUItlu\eoU~19'\vith tlye Inffo<lJbliori'ot'th1!'<V1i6Iesale spot 

market 'stems frobn\' Hat(l W6fi 'uftderSfaJirlirlg Joftli'~lP·truehatUt~?fA 't\\~(ofrUit'-\vf{6 ,f 

fonns ~-physlcall bilateral 't'dritract' ditectly \vitH{lfg~n~rafbft6Y aN ~ggf(~Ma(gr'\~ho~-: 
will then :delegate-'tfie taskbfgen~ratio~\b ulb~6 €CfUalif i'l1lliaf odsiliesj! foIh\~11PH 
contractual a-rtarigemg.U 'whicli' \viU'irlflut-rlce 'tJte.;~n~palch(·dtgbiiefatl6nA'Ad fI i~)lIO,) 

govern th~ fina1td~'1 'C6Ii'~eqlfeficek"of ~6fi!un\~\i()H! i 'Hthv€v8', ga{r€fof\l{o~eoJ (I )1Jl 

extraordinary circun~stances in which the contracting parties bear the.cco'Hon\laihfiq 

and societal costs (jf tOnstf\ic\iilg'a-Hikc'ref~rp'll(TA'felmtfu\§oft}fu{sm'"fn'the 

el ectrici tY, from'tller contfacUt\g'gen eia16f f6 the''tofiftahi dg? ~{{~tom~~,'the bi lateral 

cont/ilclr does nor control tH~ 'llbfual Ph>,~i¢s 'Of tlfe(gehefiUilnr, ImH§'MI~sf'6ntt1fd'~':Jli b 

dist~ibutiij"~ df the'clecUlcity:thc' buyer ~oAsUnl~l I!StfcH'A cfi~(o1n~p*in 1alCtf'fl 5H102 

physlchl 'selVi~e: fr6fflllie flocbl' Utilif)r'\vhteil'Will fd~iiVefpo(~e'tc(Smm:ihgfld 'froMlf>'1 
2irh "JrU')2 10[1 h~?{( '3'1/ .')')io:b 1:>niJzib fl bnn 'J88JflfNbn ')niuo')8 8 rrt?fh oi 'J9Z 
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an undifferentiated array of generators who are making ~9mlll~nfsJtl)\l_H~d.eo·\ls use 

of the J~~n~!V,i.~\Q,I).. g~l~ \\9~,~J§!rtb).l\lQn!f~cjJhj~~'1,)fll())~IJ? 10 '(J'Jl1 f;,/ ?rrr 
! I i'l! ti ni 6JIl)~lfi'lM9\\'tc;~:m~~q~~I\~e~. ~f $lir~~tac.c.~~ ~Qntfacts:iJ1VoJv~,rat a f.lilfJ( 

nl}n;I}}\}.w,. Kwu, iJ!t~.~~~'~JJ \ltr~~ .c>,{,\YhJ~b flr~J:~\\dtlYI ide{\(ifi.ahle~ t thoseof die ':.11 ill P,)l 

cust9nmf.?~xhp'S9n~p,m~djl .. qu~n\iJy.pf:~le.~lrkj~y;!th'o.$~,~flhe.geilerator.\\tl1o;r. ,TIl,}l 

sim~}.tm!~OtlJ~Jy'J.\lPplj.«;sI J~J\h~.t!M~wj"s.slQr)gdd 3 ,co:trellit iyo. quantj(y.ofrfJ ~to Ibut,,,1 

electricity, ~ri~ Ht~J~JJ~,\\litY) »:I.liclt, ~eJiv~f~4, ~:c~lJivAl¢n'fltno.\1nt fQ the)rf~i, :)f{J' 

customer'~\. plIY~iPJ,.~ Pft:J.!\\WJ~; ~9..t9J)g ~~JI!~.~~~~Jjlt.iOJ\ jnt6'~sts,.Qfbo.th 'partjeSIII 
. 

to the bilateral contract are realiY~J:M~ jl flp."I~mel)ti.s~1!1~~~j\Yith the l\tillty (or 

all costs incurred other than that ass68Jhle1f'~vl\11'ililfkl.i~I1U8i\'d/~h\ftlectrons, 
:),1) (11011 $3rJRfb fl 21nn'}1(rn hIfif;Jif 

we see no need for the Commi~si<!t:t .~o bJ~~ ~ P19q£!iX~ p~l(dQ ~~l1pln~tthese 

settlement arrangements. . . ., . , 
floi'i?<.;q O'Jhfl:Hdr, m; ~')nHOflflG bnr; nOI?I'/)b '(Jiloq .'(~~ f. mllHr. ,>VI 

\C~i((;!! h~2f)qflH(tO '119ff1~ijli)~ ~)fh nl .'{a~JB112 f1oi18tfl<Jfll'jIqwi lr;,);)jn r. no 

b')tf,13~IJn; '(lk')ilD'I ':Iff) 1nl0 nOi")l'lflO,) 2t; h~1/)b')b '{tl10lSfH 'Jeff 2~)')n,)1':.a'jlq 

1/')1 l·yJH~HI ')'/j1il'J(~H1Q'J 610 2f!oih.lJifUii 91fJ flfiw ~ldi}fJqrno') Jon ?l '{JiliW 'Jilh·')b 

~ i A J1J~ JV<J~p,eA«nt.$y~!e.m ,QOO1lt~t.i.!i A fo.u$.1*tY with a fIDalJdal stake ill'the biJa'teCaJ I 'J 

transaction. As i~ the ~e with ,$cneration n~mination froI]l Qte spot market,~~ dispatch_ . 
nomlnatl{jI'i brig.lt1aUfilfroIh fd bilat€IaI'C()'r\tm~f1nU§fdhtaltl(t\WmlsSiOh ~Wi~irld th¥{ei1yl f '>0 
incur a liabilitv (or,these servke costs. TrM~misston liab\'lities must he s.etttM with tM.ooerator.J 
ofthe1mMJM1~fbWriidjtlls~IRr1lofih\tt')GrlltH. !frPthl ~13fr\Ygyr:lfi2g~1{o-g>the~Pb11~ :JII) 

market ~n"riwBJ tWYJ be. mWF &~ JM ,}1.tiJi!jss ~",JtJ£b \\\sR~i~tfi~Ht~, tlt.Cf. e 1~.Irj~tty.\qJlJeg;1 i f~ l-;~I~J'-'-
c.ustomers. ~lratejjJ Ccntract nominations may be settled by the· gcnerator, the end use customer, 
the br9J.~r .Q':laggr:eg~tel.:C)rJh~ dj~JtitivtjOfi}ttiljty acting' ks arl agent,fO(ahf, bt.the·ptlttiafl OI')Hsq 
Again. we note the ~bligati~'m to be resolve~ withOut the felt ne,ed that the Commission Aicta~ , 
the reSQhiti6ffi I By Ith~-Mlli~' tok~fi\\'61!ave ~tlfe IfsiMr

6( &lti~ida\iag i&"Qb~!~ i'OVR~llkalalclw 
to the contracting parties \\·ho have elected to utilize such an intermediary . 

• 1<\1 . 
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The variety of customer ch&Uij- (vh I cii ',Vt 'se~k! for CaHforhilifi's.}aftH 'JIlt 10 

J anuat)'; 1;-,1998j; i s ·curtcntIYUfitlVallable'·dhy"'where' hfthe r\~oTld} i~6lditain it 'wi II 

require tHeeffort$'ofvik\llillye~eij-pfesehl iii\a·8SJ)i"afll;lhdu·stry·§lklekhold~Y,I~YI 

staff, and:the rnembetS' aJ\(t staff ofthi\peae'fal'EJ\~fgy' Regulat()tY'e~mliUsslo~!JllJ:J 

Much oftnb-coirtmOI) lati6t\vill be dittdedt6Wdrd fr§tiiiftk~hijrSfnictUle')cflSHn~'Hlil 

the rights:and dutiesrahd iht!;d~ploy~eftt '6flwb~t'iiti&Wir\'~tltiitlbf\g! ~li~ ('{Jbi 1J)~b 

I ndepend ent ·S~stehr Opetatot (I SO)' ~r\d \he PoWer £~Cli'~ffge'·(EJccH~n~6):,"1 ~ rn 0' 21J ') 

lfit '{}tV)rrbi'ti'~'atldif'6fhvo<dlsliifCt'efititihrfdfB,)1 ')1f) J1(nlno1Im:>1Blid ~rlJ of 

" ,?fin '):)·)I~i1.R)~ll~}.\"~n~m;~J.,\OJ1,~R~ .. S~1:>'.R9tu S 'f,jft (tfail l~)f{JO knl/nll; ~t~()~ liB 
market represents a cllsnge from the 

'J2::>rL-pos'itfbns set forll(oifl\fQ>, 24;t 01 noi?!:irmrto') ?fh 1C[\ b,)9(1 on ~n ,)'1/ 

. (,'WHtI:)~fW llC) JCI,)f1i3fH~2 
'Ve affirm a key policy decision and announce an a"mended position 

on a critical implementation strategy. In the statement of proposed poHcy 

preferences the majority declared its conviction that the vertically integrated 

electric utility is not compatible with the institutions of a competitive market for .. -__ 

electri(fserviceshToday.we ate even m'ore'fi...mly·convinced \vitl\fes~C\ t<fihis 
-lbt'F ~ ib ;':'.J:>;huTI f(.r'F 'jril c:l(;il floi)f:niff1c,n n,)i!f.iDflj1.. rhiN 'JZS) ~Ii' ci 2/\ ,noiJ::,f:<ilf\ll 

belieJr :,'Yf(. e!~q, ~J!}rn)J»;lI~~9J}Y,t~tJQP, !h~~ .th.~ JnJ_~te:s.t.S ,OljlU ,CAtifornh1ti S tequirts:ol1 
thtr~~~na\\f Srg I?JR§~ AfJfWlvl~tbig5il.n~i;,~ii~(!~11{; llfg) i~i"n")~ri~inlil01 'gil~rlt~f~uJ')fli 

to'll ~'(h fniJlt 2no,J~liflV)f?to ~?S) ')l-¥P.R m~,~ l);;':~ IS ~r.L!9,.J~~1I tl~ 1'?..n!ePl~l1~ftJi'b10 
operatint'eOi'itl'bl 'hveY.alh(atf~ihj~sio1l gs~~rs' ~i&H:01G~<i 'ftC;fh~ th~r ({rta~tl<1Hij;> f~~ lUIl ~DfI1!)'2-U) ').(u i>fl? ')nl ~10j£'1,)fl)a ~rlJ '(d h~!Hn ~i '{fHl o101lsnunOil J)f)Hnw 1f;1~'bld( .2)~lfiOJWl 
pattern Qf:owpetshi It and :vested" in the hand~ 'ofari'irldependent,s),stem '<5p6ratoy,rj ')rh 

• ~tt~J')i~ no!uimrno')');iJ Hifl! 1.!~:;11 H'J1 :inJ JuorhiH q"Hlo~~i1!)<j OJ nqi)f,aild? ~rl. 0100 ~'U ,nitaA 

Wh\~n.~'!:t~39.J?Sf~!~JPu~~ £~m~J!l¢.,AW!~,-~~ jl,~mgt~f ~t"t(}:vYldO, grJd'~IH()wey.er ,-I ~H(J 
.'(]!,iV:lfIll')tni os CbUl ~\ilii!J oj t~lJ~b 'j',,.,rl orlil ~')ih£q 2niJJf;lJIlO) ,ii' oJ 
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unlike the majority's proposed j>Qli~y ptefeiencd~' of MaY(~4~:~'>e'~.e now 
'dH' t:·]a1'i\!~1IlQ lilT! r\!.lHjbqIIIQ2 persuaded to vest the spot market POOl an ransltuSSI()J1 gnd 'oPerations It\ two 

disti~W,t.,~l~'iti~·i ~y.eJP1..S.Q ~~Qpfthe: suggeSt i tm. that- ihe'$~()n\nirk~{pool be termed 

the npo\'n~~,~~~9ilng~~, iln4. J.b~J:we Jefer!()~$e operatOY'of.thtHfan:gnilssltm grltrl{~rllJ 
the ':~r9.~.v.~n~fP~\,~y~t~m. O~JotOJ~ltll;rhe basic: struchlte alfd 'fun~i(oHbt the~ tr\~bt'U 

entities a?,4. ~hxi.~ sljt,l-;aJJ.ntc.r,reiati(mship are'deflned'lff tHi§ ·t;plldbfi!lffh~jr ~)\\h5' '1' 1J1 • 
be brj~!}YIRyt.IJI)~~''iISll:J'IIO'l ')iIdUf} 10 G':;,ililillJ lr.qbilllJfil '(d ['')1&1')£10 ,)2osh anibl1bni 

. ~., ,Thp Power, Exchilhhe: rlt <.)(n i, 1')'10 "")!!flf;fbz:1 ')fIt oJtIi bid 0) ~rnoJhll :JJ'ft(. _~J< _ " •• - - .• & 

kIlOiJihflJWJP9\-.:crr J}X~MgelwjUJost~i",arld sustain the de"eI6p'[\\'c~hrafafrl1(jlni 

transparent spotW.\lJ~~,\ ,(Qr: !h.~, g~:n~Jat.ioh pf el~tricjt1) (Under the' tewns"dft~(P ~n')8 

policy decision we aJlIlounce today, the Exchange will have no financial ir1(~Vesf~lfi0') 

any source of generation nOTjwilllt .have. any,ownershiptlelt6llfe'lnde!kndent 

System Operato~. It will deteffi{ihe~"JMJf6f~c~sr~fs1~ti!il~:;J~'/~f:i,ose . 
101 '(JJ~':I 'i.lJ J:) 8"JJ no') Il~} l:J:11 J ult t'" 

California customers with lo~ds. tna! ar~ nQt being met 'byjg'ir\e~ato'ts under the 

terms of direct acce~s contracts. As a market institl!tjsw ,t wj}l fu~~tion as a 
9r{J Zl'JfJ10J?Ir) Iwbl bfl6 ~Ir,;:-~lorl'll rI10d to ') IH'):;q~l;q II I II .. 

clearinghouse by providing ,a transparent auction for geMemtionlmHh h-Syr)j0fl? J70m 
rf,,) 1 '10 noiJf)niUinJ~b (10IJ,)If~ ~f!J III 2~JI ~gJ1f,!l,)Z:';;' ltV \. II I I. II ., 

half-hourly price signals evj~ent t(l.immediate userf pnd 1~l}gjtefW myq~tCY;~n&eJff1il 
.<h:H8IG :))(1<1 52JdJ1o fIOJIBJ2?}II1MfI j(J'jlfiqnlln ~nJ [}I ) '. 'j IJ..J 'J I .• i 

anticipate that the ~rforman~e 0flthis function ~ymJ?'£Yi~ft ~r,it;cJl' aMuJan9.~ tOd. 01 
~')ilq 5th bns (l')bblff ~{ fi." J~A1F,fft~' n J lIt. I ~ \ JII ('" r, -J 

generators, wholes~le l?uyers, and consuJ!1_ers. .", I" J J:/"t"dlJl10 b,)llJndo 21f:((3(2 
~chlJ .flo116ff1mn2J) '{lOJ6I11rHtI'J2/l) t~1t ~? ".)20 :;. . 

noiJibqcrw'J '{d JIJOdB JrISIJ01d lnir.s 'fJU?i:>ifb ~rB 'jxih~'jl oj 2i ·(fftOHO~~ cimolilGJ 
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'"Su ~Tft~.J:~~h~Jfge,will (ftcllitat~ C)p~n'l Jf)Z(>'101<f ?·XJilOlrcm ~11lJ ~'dli1flU . . 

o','/J IIi ?rlOiJf;I')qo hllg HOI~?I(II .... I/;l VIII> I :r' IJ:hr;m f0q~ ')(/1 tn" ot h:;hBII21:>q 

b')ill1')} ,)'1 tcoqTh,~Jm~gri\ty ~Qf cortlpetition jit the'\vholesArd JeV~\ \'Jili'd~Pe\1d il2ib 

UP.9.!\Jh~·f~m)~Jlf\ti.Qv.jll)~.~Qn.tinuou.s d~~loy~ehfnrd()~'d'i~ri'lnhfatttY~lul~~o{l" oct, 

w~i9t~ p~ImjIJh:~.I. g~!1~nt'Qr$.t.Q.c()mpete 6n tonltnoi11tto\}rtdsusfng'ttruispai<!Ni' ~rB 
rule~l~qr ~j~4ingjn'91'he:B.x~hange.')Gener~tlon uhits-6utsM'eo'{eatir6tn~a~r. ~')itiJn~ 

including those operated by municipal utilities or public power eniitleM,I\vHr~hd $d 

welcome to bid into the Exchange. Over time the'ability (dtotis~rVb'Ullprfce ' 

infornwtj91);}'{jJJ~l)dJb~ most reliablesigilals'tespectitik'th~ lfee<ffo"f'idditional 

gener~th)n.~~N<~)tij~ ~9$hcut.ting 'steps require<i Ui keep'ex[?tiniUhitsl)q~ jn~flsq2l1fnJ 

com~~Hy.~1 If,i?fHJHiJ Of! ':,'nri Hi II ')~3nf,rbxJ 9fH :{fohn' ~OlluorHH; ')','1 noi?i1'Jb ,{')ifoq 

'n~bfl'.-~~hJ.h,",~:~"dlJ~Jlg~:will proyide Invaiu'a.ble'Ofl noiJfin{l~i310 r.'JW02 '{flf. 

services to consumers) including those.t II', tl t . 1'. () r- 'J"(2 
"'cdt\') ?f,rl.clrJ ".Ii) ?llf":(J JlfQ'1l01 ~1 Wl .... cHild:Jr.;o IN J .l())f.l.)(\ II:.; G. • 
J/.. I WhOe":Ct to contracl olred y for' . 

""II "k. dJ generation disnafcbhd ton ,)If. JU\.) lbfO[ lUi'll Gj~JHO'l(J') r,jctlo1)1r.·) 
.' I 1 .. ,>1)(. . • . . ... " ... ._ 

. S If, rw,",);ult "iw 1; flQi'HliJelli 1,,;.I~f.{I1 " l.A .~IJfilln()") 2?~')Jn J:J':i1ib'to 2fH1,)' 
• - J 'rrom the persJX=cuve ofbOm Wholesale and retail customers the 

',. i.l.'~1 /.LQrI{IICU ('Jl.i I (;~.1.')! .. "o1hf10it?lll~ }n ~ 16(1~1Ir.lt s.. gflihi V01q :{d ??'lJorianilf~')b 
most cr t ,,8 \;On flout on 01 'Ule Exc ange les In the auctton detennmatlon of real 

• ~I' • • :n..o'.2£>·H'j rJ.H"'f{H'lol.J~1:.fi ?Inu ~)6ib,)HlH1i.Qt fn')pi'/~ 2lflflgi2 ~~.hq '<'ll1Of{:tlml 
time ptlCIDt; 01 eJeClnC y (lnu tile fransparent mamtestatLon of~hese pnce slgnal~.. . 

I h
k't l.'J.'J..r,l.r·"jP~ k .. t.i'i·~, nhi'ifH''- iii'." floil~~llJl 2ictt'to ~3!16!HlOlt~HL!)fh)~rl) ~'F.ql,)lff1G 

n t c a{}:>t:JlC~ 01 suen an it1sulUuon Ine market will be hIdden ~n~ lh~ prIce 
.6': f,)ffllJ?/IO) blm 2:1')'{ud 'JICl'310rrll t~lr)i£l~fi'Jg 

signals obscured or subject to selective, oiscnrrimatory dissemination. If the 

California economy is to realize the efficiency gains broui~ht about by competition 

- - - - - - -- -- - ---- - .. - ------ -
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am01W &({n~J.a~9r~! ~'h~ ,\rop'~Cj Jlf,~qtJ~p'I9~Jj!\9,1) Rf} }~i.er'f,~,~"~~~8JfifiHX tmH~)t, n i 

gain the broadest customer awareness. .?J)j,l!1I0") ?'?:'J':I:lf; LOlih t1f;')i?{n(1 

Compare~~p<}hete~~.s,e.nIJ>rnfJj~~r.~f!~s~~iYilW,n?4~fl~?,i~~ a totally 

unexp!~,i,'W~ .t}tjlifl J?i It" Jlw.~R ICJl}JPW~!s.,~X~(] l~l~~i\ 1\\?';;~m~jq(}~H~)\~}tr local uti lity 
t: f'"" J dEl' t t.... li t e ." i the t tQJIP"JJP,oJI~~ 0, .g~n,~~~Hgnlprq9.Yr~m~n'i~lI:.nt~ rhtH BJlt~~~fSll~JJ~~ VHrwrn~iJt~')n 

stftrlljpg,MXflJ1J~ge{)il»~Yf;lY},lj!:~ ~irFf!~J,1J~Q~tW;j~,~C?!lh~J);\'ll-?~~,&.»JR.ftfmJ?~\\l!qn 

amQ\1& g~n~lJlt~,~~jnJI1PJJh~ 11p£~,lf>'t\\i n~r t W~~ f~if}}pJl P.~'4thrPN£'9 ~9, ;MlfJf~}2~~U) 

the PJ.'~~ l'{~i'yjl.it ~JWLH~i~ lt~ 'p/'%.Y~~I Rf.)\;fl.tl¥'PJ1.~tJ1~:JJ}XSh~¥rt;')hH~t~m~tJ5fff 

wl)P.J\~Y.~, 1i~9§rIM~J hf'~y. !hYlil~R}\!~1 SQ81RHt~~)'?lll'~91 ~r~h'~~1 R9~~ J9fjRd~~!fHrrw~11 
consump~ion receive the benefit of the ave~~~J~~91IPJi2Pr.r(Jn8~e'}wppoa,r~>W\\U~~h 

t9. f,O~wi~eJ,s,\l.i\!l,i,l}g" J9~P:J.n J~mW~~, fqli~~\bR\]E~~JRf ~ru fl~Su,rJy.,.pf;Ff signals will 

h~X~ I~ rAlj.pnilJ~ ~?~~'J~QJ~!~,cIJ~~.I\Jt9j Xi~'rl~~ ,~i'~~JC}a,c~~~, ~)I\VP'~J~Pllqrlo 2'))i 'I in 

f/.1JfI~") ';dT ,g(/;1~~Y~1~Jj9IJI9,~m~p,r;~~J~~\",~gJ~Yl§~~J~~ l~r~.i!J1~mf?~Qt~~~~8ft r. 
h~4&i,r:tg,o'J~9,~t~~f,\~l~lri~ifl9!~9S~\tiJt~I1JlJ,V.~~lJ9l ~H~J~tSRnl~~~f,}~HI£llf;}10qflli 
premjse~!9.p.!h~".f~.y~JAtiqoJCi),S~l.li!Wf HKlt}Wl~PHly'1;\~~1qrIFJ(~ttri~\tf6,g~~x> ~X')J?\{2 
ass9$~jng:l,~,~~i~\t~f/~p,o!ml1Jt~~I'.Y9\~\iJiJ>.'~~nj~~~m~~mt~IWJ}~J~)~a~il9;~~lgj1fa:>qo 
deci§!m~, ,QjJt ... W,C;lyp:gf'rlYJ. 9K"~~1 P.RRIJ?~i~RJ~W!OOH~R f:°,mtPJj911 8"I~lc8Q}r~~~ lfHJI 

• h" ,11 "t}, f ". e "d" (tim-
Wit a countefPl~j-wt!); }Yr~9t~4 i~~W'~rJrplj~J'>~'f\Y 8Y.Jlf,'W,~.8!t~·}JlI~~m) ~.9JY~11Jt 

\Ve anticipate that the maturing mark~t fO~~PJ~~~-9Q8fi~JXHtimh~ 

wUJ.f\lJ.\lJ~t?,n~JU YfQm tb~ PJlG~Jf~8A)~'\tl\L?'f}}J' 6X(d~~~sffl~\9!Fghr.~y. 
5dJ 01 b!)Jifflii ~d fl)' .. 1QY,,§P,r~'\1J\OI~~n"'ffiRU'!~dJ;~ ?JJW~FR~J;ftJ~fi~jyi8*i~neU~.x')Jni 
from the sp,9.JJl\~k~tJxnLB~~~kdS,,~,~~t~H~ mffJdm~.~~Ptmt~w,~YH!lt~~rn1~' JlOf{2 
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inf6J-ffihHHaift6ih\vftffHYheY'cIAfi EaicUMH.ftlietfe'ialfve;aaVNntd!es~8rfdffi\inlIOH'G . 
physic.al, direct access contracts. ,ll'JfI')lB'.'IB 1?fHO}21J) Jl')hr,l)ld ':Icf) nit~8 

.:II~;'()J 1~ ~3:i'~BJ!rnde"tha~n1'Syste1fil()peralOt'asoirJH;qH10') 

".:Jililu 'f)'Jot -:Re1dlffiJbf~iiH(o%ia'SfeH~ctii16~e'~1b'is-iRau~{r)Ji*gIH~I\"ltn\iiklX~lIU 
creaH8{{'o(~h~ r E~t6a~!le;>aHa ;lraH~pMekf §poi' ffink~t' '(or~bH'era\i8ri.o l1i~creatioH ' 
at WH laa~pertk€nt rSyst2tH bl*"t~(dP~rovid~~IH~ es~~Ir\'tfarehlit1 fd' CHo~dirfiitb' \}{e~ 

da(ry(sfl1etluYi8~ {Jfi~raIYpatch ·'~H'Jifi~y·i)(·~iti;n'~ketfptifti~i~aHis"lt~tteqUiitd '(ontS 

mle'fm&'lRticif llb]~cii~esr~(pl(wfdil\gon~n1'rlb'Hdi~rlt\Unatol·)i ab~~~ fadit' -?nf 
tr~WsHiil~ t6R(glfd' ,Ghife ~~~e&iilh§ ?~Ii~t;fHlyMa ~bhl~r{,ln~ 'dt~ f&\Ves{' tbta 1 'tfost~ '1/ 

fof'~lius~of\We~'(fM\rrr\ffs\ohJS'9sUm:)1'YIf; c;nnr) Jil~Hl,;/f ~dJ 9'1i~YYI floi~q{£If!UIO:> 

Hi !liif iI~\i~ TIiguh~v8t~di>1(! Hlt~IA~fl6nlrltfihe~PJnsmls;stoRhet\ifb~k're<IUlfeth{.~t 

services of ~{l k~~ieW i~j{J(ltof\'b '2(U,Vd In!liei tht!~clUAru~e o~ tf{6 s~s~~nnind applY' 
a ~fi~iriglsfru~{aV~itf{Al ~bp~rt~H)n\p~fiffb1i\lli(d aVJfds~ijs{<'shiliing. The central 

importrui'ckf~(hl~~liURttrans ailriaaa?\herlchntiaent~lHralitpatticl~ants1h'at:the'l( 
syste't8 ((~atof~i~iti\ifYlrta~ptRde«t1(n'd\\lat f~~ip1oiocol~·(drptidrlkrandnir/t'J1(1 
operati3ks'gjltb6lfi;Jet!8naffiH!iIWefi1bl~fili!iNd~'6tW~Mibl~\vitktlf~.it6n\petittge~Zr. 

mar~~f\ve¥at'6 ae!~ir6~ mJ~b'Mblaetan ;tReffi\li\irrluiRie~ult'emen't'stf6thfakei')~b 

fullyft;I~118fi?'lrtt~?tYYhnfd{~~ ptil:U'ah1Jrift~'Ce(JUjts '~vi(( ~f fa'ii'arid )"1110) f; rf Ii'll 

ec3RHfulElt1\)?~fti~f~hl.l01 J:;;{ Win an i 1II''';fll c;IfJ 'B fit ')Jfiq bi tnG 'j'll 

-'~?ftlQ1~Ol{{1111a~g.rt8 pi~1tlowilfifitriharkel i\3~ hav~ lihy1ecbnl1fuWW 
intells'Cth'}a'HY'tb1?d<bl()g~~~laifbh? lr~{~fd1dan31{funftlonsl\sii(f be limited to the 

short tenn~~{A!\UdiR~lR~rta8jhillti6n?6f!d!y-1'R&a'~ch·taJHfig·ru{a-Hblitty ~rh moil 

• 

• 

• 
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redispatch'ln 'order. t6 balance- the syst~~ and 'respect ttahsmission consfraintslI.Of) 

necessity, the independent system operator must have the·ft~al {eSj>opsibility.fori)f) 

rcdispatch of the syst~nl needed tQ,integrato the npminations fron) th'c'Power 

E~chlmge ®dfrom'ditect ac~ess trailsactions.' In'lexecuting.theSe Iimited.b!ll!ir.JJ,») 

fun4~entally in1p<>J'lanJ' re$porisi~njtiesJ' we @re.4~dicat~d to the ,view .thatith9Ifll')J' 

ISO must be indtfYerent to,tl.t~ status~of generatioh ,Of. load as f~9m the Exchangt or, 
frO"Ill a~ bilateral transilctio'ni{ Furthei'moreJ the·ISO'must deterinine:the,ratiohaI1HtO) 

econ9mip PQtes:t<t Apply "to a\Hlses ofthe,trahsmissiqI\.grjd·to~ens'lre tl1at,th()) ~fol 

associated incentiveS'are-torisi~!ent ~vil~ the competitive mark~J ahd'least¢~st.'.i~Jh 

of the transmissign systtIl)41J\Ve_have speci)ied the·elen\~nts:of.such an effic1~n~l & 

pricing system that ensures thatcharg~ f~rltransmissi()n use' avoid _MY .btas~fQrJ>T! t . 

against:participatiQfi ih bila!~rill transactions or:111 the;~xchangerThe:tss¢n.c~.~fllH 

this pricing system§tands on the~welrestablis1)ed foundation ijfthe:eomf>e;titiv~12ih 

market pi'inciples ofimargihal,c6st p~icing.ti1be,ISO will-detenni(le.the marginal'll 

cost prlces,r differentiated pyJOc~tion apd tim6;'that~wjll apply, to.an ,uses ,oft~~ !;~h 

transmission system. These locationa1, hourly pri~eSJVUI:api>ly _to purchases_ood(If 

sales througli the Exchange and the.equivalefltdiffe(C!nces In,pricestietween 

locations·.will apply; as the- tfa9~missi()n pri~s~ fotiliilaJeral transmission If> Thqiil i 1If) 

iniplem~n(alion bftthis e(ficiFnt,:non(Jiscrilllinatoryipricing system topld beJOtiftim 

. achieved ,siMply. through' a ~d~called_ I!hu~ andspoke~ sy~tern ~t .\V~).Jld.(5j'ganjm '·1 

transmis~lon gtid u~age:aroufida numl¥-: of regional hubs thaLwllHb:e th'e.JOC!.l~,.P.fl 

b~JioU (lIf) oi fi191('IInb 2(ft~tl'{G HOlUicnU1f>l' rti 2frl101~n l::HiJO ~10 2~1IJtf)')1 tm>'lOI~l 



cOihmdrcial transactions.:?I\Vo fnvi.te tHe suggest.ion htaJteinativo strategi~slhflib':Jl 

achiev~·tJie·se· poJicy obj~ctiVes:cd Ii lUll to' (i1':.1{0 III ~1?·"{l Jfl'Jbfl'j(I')hn i ~rh .'{J i2~')')')n 

\ ')'l/o'IMahY; niarket: participants h~\'~ a'legitimAte need to:achleve sotn~~i b~l 
. . 

certainty~abduttheir)futyre'c()sts,fot transinission'usc;;in ordetrto attange iQr long"'! 
. ' 

term p<N/et tranSactlon~.l) Ideallyl·asystelll·of physical, property, r.ight~· (Jefining use 

ofth(, transmission gi'id\\~ould exist 'and ~4ble to suPPort ()uriobj~ctiveS;for a021 

competitNe· matket:q Ho\aJever,'tHe~!amb conditions\\vhich require the,codrdination 

role of tho' ISO preclude 'atly;prac'tieal system ofindepende.nt.physical·p~()pertyIOJ,) 

right~ \\:,htch-cduJd govern use 'OfJhe tran'~ni{SsiOn'grtdIOThe alterhative: is u) ~teate 

a systeni~f conftactlthat provide the~i4\JivfllentceriMnty, for.Jong~teim}I1f.1) ~rh 10 

ttansMissidn:cosH·without comi>romislng'shoJ1.t~rm'dperations·co()rdiI\ated~ni:>i If( 

thihugltth~ ISOr Th¢r~forc,lin'itddition to:coordir\ating the daily:an~ li()ur)y.w;f)~1f: 

dispatcfi;the ISO \VI 11 admihlstet Ii systein:oftransmission'congestioQ cQntnictsdrh 

\Vb believe this'system'oftradeAblecontr1\cts'p(ovideS th~ besCmethQd ofQlceHng. 

the legitimatE) n'eeds ~ft4e fiiarket:\vhile 'respectiitg th'e~pecial'conditions oft\te:o) 

interconnected transm;&sion'gridjilq '{hI10rl ~Jf>f10jJfj')ol ~~')I{r .{II~J~'(2 ItOi2?irfluunt 

H')')"'IJ'VO teeognite fully:iliAt these v~iouslfunctiQns bf,tHe ISO~cons\itute 2 

an impdnant' innovation thalllwHilefully cpnsistept; goes .\(fell; ~YQnd'the~noilfl?oJ 

minimum h!quiremtnts 9.urren,ly.~ing considered.ln proposed:fulemakJngs at \he~ 
. . 

FederallEn~fgy·R~gutatoty ... eorulni.sslon. oWffhavlradoptedjhis ooVsistent·set o6c . 

~topo"Sals- b'c\s-ea '6rt· the'~orlttrleJlts·ofmanypartie-s ahd 'a-careful stu<ly ()~ thO Ht2f1flll 

relevant features of other refonns in transmission systems elsewhere in the United 

• 

• 

• 
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States and in other countries. \Ve are confident that California can capture and 

improve upon the best practice, and that Californians are fully capable of 

implementing here incremental improvements on what has been embraced 

elsewhere. Hence we direct the participating utilities to f~nnulate a detailed 

proposa) that adheres to the minimum requitenfents we have specified and to 

present such a proposal to FERC .for its approval.\Ve are confident that this 

system will meet and advance well beyond the FERC minimum s,tandards by 

providing a package which is both a "conforming, open access" and an 

"innovative pricing" proposal. 
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lIiiP'ROOEDURAIYiIiSTORY~ ,dWJfWWY) (I')Hirll rlJi'.'! J,)fJ1~'[J1 d'l f)'J,r,qbiHO{ 

In April 1992. we inltlMed d cofiiiWeheh~i\'ef'fev\e\\,t1>fcOftehfh\\dtdfUYellhil 
. 

trends htJthe'electH6'irttlostry.nfJbl§ ptotesS'~'fbd(ic~d"3"Ru\e"laklngp1~e~d(ng 
, , 

on res{t\1ctutlngcafif6trlia's'clectHo's'crvices'iAduStfY'a"«d'Yet'dnl\ingYegUlblloll;<JIIIJ 

which waf issUed '6ff'ApiH '2011994~i The' R~l€m'aldng"~fi'il~lo~ed a-futuYe in')] flUO,) 

whicH ;ca~tome~~Would hkve 'clf~icPanW"ng bb1ftp~t1ttg :geh€iatlOti ·plovid~;rs~T{1f1d 0') 

in which "t(i'iditionM cost-or-service ~e'iulati6n W6ftld"S6/e-Plh'ced l by,~ff6)n'(ahb"t:;-'I 

base'd reAltlali6h']('\VtfisstI€d tlie'RuleWAklfts fO(i ex(efi~iVifptibfl<fc~hlii1h:flffli.yd 2 U 2 

solicited coffi~Yeht?dSNe Afteti1ati\fk'tO'th~Visi6htdesctl&-dUfthatrdacuntehfi" r, ni 

10 Since; A ptll~l\ve'liave sartogedlef. til' San' Frai\ciscb,1 Sac'rAYi\entb~( s'afi' Dieio,sq 

and Los Ange]elfoi',six'days"ofpubli'o'tieA'ririgs '6li in'diis(iyti~~tnI¢tutlt1gatl<ilq 1110 

regulatory'Yef6tifti fOy't~ 140 'iildivldubls; ahd 'ofghftlZati6rts Il~\rer presenled (,10 

comments'-6fi lhe'Cominl~·sioWs 'Ruleln~klrtg,reltlte'fIH ~'Vi'ltte[f f6tin~6t'as~oiaI11 ')} B 12 

testimony at thes'e' fOli 'pinel1feAtfngs:~t' (See·'A~ptndiKe.,), 10- ii<lditiOf1} tJ1o'usatids ') 

of Cali fornia citizens' hilveN6ic~a tl"fei't 'Opihiotis' on' ih'dustif*structurlfig,1\{any 
bJtw/ot ?YIOfIJ ',ntmtmi 2.~)')i'l In :lilL)')119dJ cr; h~rh l.'Jibd . 

of them at the 16 J1¥~1~WJ~t:9;~8\\HfiJlr,w;!'1~~h1\"W6~~~&~i}'j'~jf;9J11q}i~iW.n~~s and 

held throughout thd:stAte:;JEureka;ISaH Ditg6,t-8outh cake.'fahoe;'St6¢kton,San 
,Hoiu;fflffJOJ 'Jfh o. b::.nillo 21R20flo1q 'Witl~ll !)!I,10 OV~Jsd) 

Francisco Martinez ~an lose FresDo Pasatf~n~, Ba~er$tier~ Ventura arden 
J JJJI"J\T-;m i~lIh l:;o!Jiil {):JlCiu I "Jlil l"1. oJ , 3IbJ'.J"J '(fir; ~H~g 

Grove, Carson, Slin ~enYardin'6~;hrld fHunth\gt6if Patk1 iManY m6fe have ')')')A 
, 2C1igGlIlO,)II,) 10 ~2iIWJ1q hmoiJshnIJo1 s ~)1cd~ 21E20q01q 

1>')1011 i tA "1'J'1I0q 10 noiJ,)IJb01Q <Jlh n i, rf? i1l1oft 0) no j liJ~qrrto::> 
----------4jJ"l'"':;)~C':7f:.(j -,)~JfIr.m I o'h ')q ~to Itoits?ifqqs b'noq01q ';lIft 2i rf:od ni 

4, SU(h public, recofded 'meetings' where 'all. aommissionets ~e~ prtselH~ generally 
caned "fuJI panel hearings.- They are conducted in a legislative style . 
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participated via Internet with written. comments, slJtwlitt~~. Y;~~P.~~ c:ir:}Yiltc.~~~ Jh,q I 

full P9n~I.~~J~rt~g~ PO p»pH~hr911~fA~t~,~Y.~,~tGA~-,$.P:t\~~i ')'1/ .~(>C' J fiH1A nl 

af~Y~ ,p.J$9t~~w,4,V,~J~4," ,\y'e.~l5 .. Qf,~yild~~!lJj~~ b~tin~&,QDj~$\!~~, !~J~t~}}J9i ?hn':nf 

uneR~m9.mj8·j\S.~~,~~i I JJl jI!I.<,J.i.\io~1 ,~~~.~aY~ ... ~l1g~ge.4, 9!l,fJ \Yf-$J~m }{o~ .<\m~rj~~ J1' (10 

counte1Pa.J1~;~f.esJ~r~',§g~l,1Ri,e~,.~n~, J.egt~tat9.~ in ~QQ~lro«th~q ,<\l@.IQ~Y~.~;QQ '1/ d 'Jjlfw 

cogp.~r~Jjy'~ ~gt~thm~,JgjtjrJ~~;~tjQm~Jj~.\lS~{f>Ql)~D.~~fJm~rj.!?sJ9~4'1ws;ln~iJ~JJ.R" 

wQrJ~i,ng g(Qy~,'~JJlP-d~~sI. Q(!inJ~~.$t~ pm~~f !<! p'r~p'aT~ ~.OO"i.~t~OJ~P.9r.t.~n(rU ni 

susta.i.11 ~\l,iJj JY, p f P-M l>Jix .PJl.fP'9.~q, PJQgri~l»~· @~J9P.tj OA~ (Q.{; ~!(ajQjng .QVJ. .9.J>lc;~tJ.y~ r:.d 

in a v~it;JY,Qft~~!.ru~(\lf~jI,f\1J\.f!\~~ .mQ9~I~{) QJl<l.MJl~fY)~ A ,-J~9.~,: 'wtp~rAU_~ )fi ~irOl 

pa,t1i.)e.$..fiI.~~ J>ri~.f~ ~J}., J~g~l. J~~~~~("Ap~f1~i~~~ pr~.$,en.t$ 9,pr~~.dHml.l}i~tQrY, of 

our pr9~~~~ipg .Q~ ~l~t\:.i.Q,i.n~\l.slrY I~~.t,t:\\~t\lIJ.,g .$pslr~~1)IaJ9rY~rQf!lJ51 A ~O, l bnn 

On~~Y'~-,4)lI9~_~~ .~x~.i.~$J.I~.d,p.\IJlmilj9.r:ityjMd.wUlO.riJY,Ppljpy. PT~fe""~O~~J.'J~l 

state",~l}lSiLF.QrlthQ$~,l!nflilmitiarjw.\t1t!tl}9~~.~.Q¢.\lJP~"~.~;Jh~\rl~§$,e[\,<;~JW,~~,n')rnfno,) 

c@Plur~dJn Pl1Jipt.~f~~~ t~JJw:majqTiJY'$ prpAA~~d NUoY,d~fi$lQIl~~"Ih 'B \{nofnit~')) 
'{II ~V~.SQfl.lJll~.n~~d.tN~J~Ml¢m~~lpg,l>.eFJl\l.~t):9(9l1:r.j\lnAAi",-Ql1.$;j Ii ') Gin 101 ite') 'to 

belief that as the electric services indus~ moves toward 
ime "~fi\bY~~iHg't~rtiWli'iiiR,9E8aUn~ftiH'iu\artoRUhrre~lfqtTbfRn' 0 I ~Hh 1s m~f{J ~to 

fI f; nq.J(~)J)ge.1: ~1}p.pPf()p.d~t~ .1):l.~~b~Q~!1); I w.Q:~J}~~ .c.()J1qllJil_~d')Ih lIJocfglI01rh bbrl 
that two of the major proP9,sals offered to the Commission, 

lIte1f~la)ly'JefeYrdil'1[}~'k'}inJ\'pBOICl{h\ol(}eF'~hd'fRJ IIb1re"ClflijlnM ,o)2i:lnfa'·[ 

Acce$&' MoAd'/\ ~~.Y¢al f.~Vl tf\t~~fln~~p.tl1~\l Jd.iA~.(tJ}..~~$~ »9.th~ t ((62THJ t ~'/olD 
proposals share a foundational premise of encouraging 
competition to flourish in the p.roduction of power. 'Mirrored 
in both is the proposed application ofperformimce based -~--- .. --.- .--_.-- .--- .. 
tatema~ing; techQiques .where col'llpetitioh' is_absentr'~ Both I ;?i [uul} ,bI12· . 

. 'ii'(lZ ~'lj's'2iaJI5 ni L5J)obno) ~'lfl '(5Iff ".2.~f1jl!-'?rl b!H:q ffIll" t~Ifs') 

• 

• 

• 
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propp.SAlJ$ .~1s.Q J.e.~ogl!ize.tlie need (or an entity Irtdtpet1d~tlrijfZ;d bf,,1 J~Jlf;r1l 
generation Q\\~rShip Char~ed with transmittinl! pgwer .. ... 

b!~~l:fhf/)fii' jlf.-<j rdv')1) to 11 '){wJ?ifdf: 7d~ ~N )Bht'·:.~t'V 'I ,I}. gmh');':';>p, rH '(lrJ°u;m 
.- rurt ermOJe, In pans re ogntze an aa(Jress ent ea Issues 
rel~.l~d,t(tmMk~t power)"durisdictionaCaihbfguity, tf~nsilloiiiIHIOJ'j1<l f, ')d 10(1 

costs and consumer choice. The sirznifieant differ~J}{':e ., I 
II ,t q .,)fQ1 .(f \! ~?112Ci\1)fH ~~(IJ 1] {II 1i.1)'.~lt"tQH;; 'f}:) I Jrl '{(' .? a:'-hlJ Q()? Ira'}fr; fld ,fr;')12,\C q 

oetween tnc pvul oaseu ana Contract preolcate<1 mo e sJ lies 
Jon wj\h~h~ ma(Ulerin)vhieh tile eeonomic-df!patch ()tpbWer:f1~)'c'{l In:lbn~q')llfli 

would be achi~ved. . I' . , I 'f J t J • 
cr;1I Ii chin'll (II <-')')W;I?ffW,)1/') ')~O( J ru ':;'/£7. l1ol!fJl')n:J~J to (')Jf,fF') ~mJ 'YoH :>fJI 

·{JJte.,t:$~~I).tial.~itn.iJarity asc\yeU as the ~jffeten~e betWeen th'e-tW6 fi1·od~ls',),)~fl 

fot}1-!JI,(~flC{£ti~J)JJl]he; eommissiop majority's vision' ofprdferre--d 'fn'Mker;,)lqz~ o?1 r. 

structures as well as the prefer~nces.ofthe min'onty.1(fhe·l}lajorltypt6p()~ed·JlrJ(fI10 

creating tin j!l.9~~tltleJll.gys.tem ope'ratorlwhjch .\vould peifottrt two'crhical '{t ( 

functl9Jl~,: j~j \Yp~ld .<JJsp~Jc.h generation predicat~ on frui 'opeh blddiI'l~ -mecha:l\iSfnCf 

to m~~.t, 4ay.@~jlg,f9{~~a.sts~fot.CalifomJa·s electticitY:l'1eed~;ahd it woUld'arrangeiv 
. . 

tran~IlJi.s~.i.p{ta~~~$.f(mlhQse generators wi~h bids that cleared th6"pO-olprite: l1te1a 
majo!i,tYI~nX'$h;me~, t~Y.Q djst.in~l (olesJor private tOntrac'ts}~Pihailcitil hystruitfetifS'J~ 

of anY}n~WX~<9~j~~~~~ U>.he.dge .the pOOl prlce.weto'deeme.d 'outsiae"th6 ~alrl\'of ISO 

govemJlWO.t§l.I, I:~gul~li9.t) :atld. immediately available, to custom'li!~ 'and bthet matket'~ 

fact9.r~lwh9.;wi$~~.sl.y:~,~~QnJmct for_price stability orrany,terins:congenial to·th~')iflf;q 

pat1,~~~ (~hYfij~~IA)n~ten}I.CPl1tracts bet\~een a ,c'ustomefand agen-erator W'efe~afso") 

envisioned, but in the majority's preference their introduction would Occur two -- .--­

years after the.poblhad be~freStabH~1i'ed~ai\d tlieclialat~'risU6g\sf'iil8i*ho(ls~le . 
!:mib!t 10 "gnilJ'iif-tf liRJ;"l" t,'){fU~) '(bbi"llI1~-zJ ~.::rt ff.fllllo nOIlf,!{1"jIn')fqrnI5rl! 0) c'mrrllt~1(Hf 

bflr' 2}W) '{M J(,r\J (,f,"l/ tsoa '{Ji[()(t ,du~ni~ '.Id r ,bob:,.q 1f,.j'( ON} zifh allilUb l·j'/lo~')l ~j "U:·OJf. 

Ion bnc 2JfU~'1{JiJE''l I),nib ~dJ '(d b:fiolm bw'> mod~;1 ~Jn')m')gl1l)w> fSl')Jc.lid rb!J2 enoll I?Jihn':A'j 
.e:ti1ili:lr;1 noiwdill2ib bns 110j?~jfJlUlfJlt norllHlo') 10 iDW nrlro no L::'!tYlf~li 
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market had becQf)1~familiatJtC) ~ustomers.~f The mif1ority:diOen~d:fr~\\lthell(1 

majority in assertin2 th1?~i6\\r ttH.' ~ti ~hlJ IJ~l~~iishki'~!ilcg( ~1!~t~~~~~~Ye( ~~~J.l~~~~Jd 
2,:-,(1?21'Tt,,')!J(n ;:>;: ')ltlb'r, tHIS ';~lflgoY:"l ?,ft;ltl'lldi'u ,'Jl<llnT. JfI It) l 

not be a precondHiQn ,tQ, t.he,~v:ai!abilit>, of, a 'market :~tnlctut~ 'ptedlcat~d ~i5 f ':.II 

physical. bilateral COJ)tfa~is:l\~HhUlk~k'Aa\\Jf~d!I~2~r~gfIJdf~W~Jri~~PJg~8J~tq(f~n 
(:~il L2 :'D(JfrI r)')I£,)lh~J1(1 1)f;)}I{,"") l)1'lr.~,};lr.(j ifJ?')q :.m J 11:):)lI,:.;!j-

independent system .QP,eJf\tor,:ft pr({fe'rence·_was expte~sed'for a l'~le ·\vhlcb~fid not 
• d h d' f . . h' ,b:J'/~I;(bt. !Jd '1JrJO'1I mclu e t e Ispatch 0 generation save In t ose Circumstances In which It was 

nec~~J9. ~.dlje,y'~ ~ystem baJanccfl>y, preserve system'Stahiliiy.lt1lie 1nirf6f1iy 

also ~xpres,s~~(\ .d.o.ub.t ,~S.to ,he· need· for~' sin~le operatoriandtlfeld forth ·t1f~visI6l\'o1 

ofmultipl(){,~I)l~dng operators.6fthe tran'$mission-grld}q ~Hil ?E Il~fll 2fi ?:'lI1J')[Jlfl 

By unanJmQUs; VQt~fthei four sittlng~Com'mi~ionefSiss((e-d bOtli ~Ucy:]f1 iJ~,)l) 

PfPP:Q~~l~fQr,£Qmment'yith tho explicit'requeSt that stal(eholder& rexpte'~s tlieij!111u1 

vi~~X$.RO,QQth put. $_ele~don ()f goals M,well as articular'ed meatlst(niChieV6'th6s~ 0) 

gQ~h· ~!J~q~laJJYJ\mpottEmt.is the'sincerity of our, invi~t[of\'ihllt\veraY(fo~rl'i6 tlici11 

sugg~Hml9f aJJ~mate-g()als .or a1temativ~ means to' pu't~ile the' goal~:Whlch'W~') lnCH 

haV~Jlf.Jy~IJ~edl5(fhe,responsefrom stakeltbJde,rS h'asJ>eeh,t>Oth'-giatJiyiil'g'and IIG 10 

cQI}~,trn~Jix~! (I n ,add iti.on to, both ,\\ii ~en aqd Otal'cofittibuti oflS' to' ~Uf ilearifigsl ')'1 og 

particjpp.nJ~ ha,Y~-"arrayed .thep1selve~ ·iii avarieiy :ofdlscus~16h~~/oup~' seekh\g~fS ')f, 1 

e~.l.v.eJ;QmmQ,n,\l,nd.~fSlandings and positions/JT\vo"ofth~se~efThhd,.rftbrltr~pect~lIGq 

S'N! 1:'::::'0 ~)!~:-=-,.', ~')!):HJbo'Jni lbrh ~?wJlibHt ~"{Ji1oiJHn ')ch nf IUd .b~noi2i'",,) 

. q[ ;'JJlemajSR~ip)~Jfl'Y.~~.~w~sm tb"tJ>9~.~.)JJ)iSji.QtlM<J jutiWit~onM l')fi 6 Glf,<,)'{ 
impoounents to'the implementation o(what has been widely termed "retail wheehng" or "dir«t 
access" be resolved during this two year period. The singular policy goal was that any costs and 
benefits from such bilateral arrangements be born and enjoyed by the dir«t participants and not 
imposed on other users of com.n1.0n transmission and distribution facilities. 

·2Xf· 

• 

• 

• 



• 

• 

• 

me!\\iQOH:ln:SepteO\beriwe receIved a' Memorattdul'l'nif. Undetshftf~iftk \\ihltHb~)(l (f1 i 
" , 

conveyg4 Jh~ j~int xecomtl1end~tiQ1ls of, fOu'r of tlie' fi1ajbt:tliirt\¢ipihfs!hf '66/ b'J;.lool 

proceedings.6 \Vhile it covered numerous points, its basic focus \vas~\\'Is~U~§~fi~l 
, . 

market structure and stranded asset and liability issues. In early October we were 

favored with a joint submission of eleven public interest, environmental, 

alternative energy, and consumer advocacy organizations. Termed a "Framework 

for Restructuring in the Public Interest," it elaborated on public interest and 

customer oriented principles.' The recommendations in these submissions, as well 

as from other sources, are acknowledged and'examined in the COurse oftoday's 

decision. Their influence has been substantial and is repeated)yackn~\Vledged. 

\Vhile some have elected to look askance at these efforts we are not to be included 

in their number. \Ve regard these submissions as compliant with both the letter 

and spirit of Our invitation of May 24. Common to both recommendations was the 

open acknowledgement that the task of divining the public interest and selecting . 

policy choices to defend and advance that interest is Ours. Therefore unless we are 

instructed otherwise by legislation Or discover unanticipated and serious 

'The Memorandum of Understanding or MOU was submitted by of Southern California 
Edison (SCE). the California Manufacturers Association (CMA), the California Large Energy 
Consumers Association (CLECA). and the Independent Energy Producers (lEP). 

J Framework sponsors included the Utilities' Consw'ner Action Network (UCAN), Union 
ofCon«rned Scientists, Toward Utility Rate NonnaJization (TURN), Sierra Club ofcaIiforrua, 
Natural Resources Defense Council (NRDC), Environmental Defense Fund (EDF). Center tor 
Energy EOiciency and Renewable Technologies (CEERl). California Public Intetest Group. , 
CaJifornia/Nevada Commllnity Action, and the American Wind Energy Association . 
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impedjJ1)~n\sJnJ\h~~9.~f~~.pf().\lkitnpJemerlt6tldn effort~ today's'de¢isfbl\frn§y-'bi'}({( 

looked t.Q.§~.\ht}.fQyn.dJ\\iqn (pr.CaJifornia's emergirtg'market InstiuitlOfi§\ih<tCJ'lflo') 

regvJC!t5?fY:rqf9m)~. 211J01 ,)[7.(:d f'Jj .2tnioq ?IJ01,)HIlJl1 h')n'~(n Ji ;)li,\'1/ 3.?'~!(Ji'V)?)Ol!1 

'..11TH 'H/l'JdoJ:'O '{Itt;') HI .?')u2?i 'Oilidf;iI bur. tn?f; h')hm'112 hUG ')l!1)')lnll bAlGffl 

(lfj)fl~){llflOli'l(l'} .1l~1?JfIi ~ildllq n')'/~I') 10 floini{fl(J!J? Iniol s dJiw b'JlO'IRt 

AlO'II?HU{{-[" r. b~rfll')T .?HoiJf>\inG:jlO '{.3f,')o'ibs l:1lifl1?HO'J Imr. ('O!l~HI,) ~"i'cI1l')JIr.. 

hflR Jl,)l')Jn[ ')ifduq no b,Jf;10ohJ? Ji '''J2,)1~)Jf11 ?ildu([ ~fh ni grlillJ),)lfli"l')/I 101. 

fhll 2fi ,ulOi22iffldlJ~ ~~.'){h oi lrtoiH;bn:;Hlfilo,),)l 'JIlT '.(:'}tqbnilq b~Jrt')i1o 'l'JflIOf?lJ,) 

~1'~i;b0110 ~B1IJO,) ~ff' ni h';Jf1ifnFly.~ bflr. b')~lb~lwon;b6 OlE> .G~JllfOG 1')[JJO Iflm1 '2f) 

.h::'_f}b?l?/ordn ·(tb~lfr,'}<r)l 7.i hUG (r,iJrtGt2<fU2 H!),)O 2F.:rI ~,)1I91Jn£li ,i'Jr( r .r.oi?i'>')h 

h,;buhJ1i ~J 0110n ·YIr.~·11 2hofb 02:9fh In ,),)rtJ):hs )001 oj I)'}J:ob ~'ff,r{ 9f1102 ofirlVI 

lSllLI ')ilt rlJod /I,i'll lw>ilqrno') 11> ?nOil7.imdul.O~~I{J liu;g'H ')'.11 ,l')(lf1flJflli~rh ni 

~ri) ?f;'11 lnoiJr;bfl'JrnlIV)')'Jl dlod oJ HOfllrrtOJ J'S: '{BIlL 10 fIOiJr.ti'lu( 1IJ() 10 Jiliq~ hon 

gni1y',fn f)llc ]G')l')Jfli rJirdlfq '}rrJ snin{'1ib -to A2Bt "Jr\t jGrh JWJfH')Sb~lwofl)L)f; iI')qo 

'J18 ')'11 ii11HU ,)lOl,)l':JdT .2:wo?i j2~1'»)ni JSfh 'J"JflG'/bs bon bfl~1~b '0) t=~:)')iorb 'f)iloq 

nfoil'J2 bnr. b')11}qbiJf1BfllJ l'HO'):~ib 10 noi'Blzig'Jl '{d ,)2i'll1'Jrffo b~1:)UJ'?'{Ji 

i i fH('jt ihO m r)nluo2 '1l) '(d b'itJimdu~ ,LH UOt.~ 10 ~n j LnG!t1 )t}nU 10 f!l1Jt.nmofll')M ~crr ~ 
'~~l~{1] ')31';1 f,imoli!fl~) 91ft ,(AM')) r.oild')o~?A ~1'J11JJ).s1IJn£l.1 £fmolilfi') ~rl' .(~D2) nQ;>ib:f 

.(C{'1I) <:l'J')ub01'1 'ell )11:1 Jf1~,bn';tovLf1[ ')riJ t,nf> ,(NJ::U,) (Jollrbo(2A ~l,]fi1f1?flO') 

no:nU .(XA'JU) ~W'llJ:>\.1 noit')A l'liHUUify') 2'JiriliiU Oif: t.~hubflI2102floq~ ;ho"ll~rnf;"'1 t 

,f)iOl0tiIIOlo dulJ f.ilni2 .(vUHJT) nOilf>\ifEHnOX ':1'sH ,(lililU b16'11oT ,l1ziJnJb2 b5I1n,)tlO')10 . 

101 nfidJ.(q(i~l) bftl/~I ~ifnb(! h'~f!~m .. C!01i·I{(I,.C)(IRX) IiJnuo') ~;>[}~;;}:;la 2):"lUO~')}lIc,1Uf5~ 
.quolt> Jr.~I'jH113ifduq· f,icnolihO .(f.5E13') ~'ji8olomb)T ~rdS'II~M}{ bns '(~II')bm::I·(.gl')n'iI 

.noiJsbouA '{~t'jfd bniW ft~')iDmA ~i{J boo:; ,noil:,j .. '{JinU(flfJlOJ Ebs'{')}1\.s;molihO 
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IlIli'MARKET STRU&rUREI ~lfnolq ot ~LlIIi'IlI)') lIi'.'/ 2~iJiJi)tJ ,<)HJ})IJ III J');h~rn 

'.)ijnh'dd'\tfi6ti(lO,) (li'll bell, ~l');lq(PJ~ If,i','I ?J:JBIHO:J [ir.bl r),'l((fill~ of lort ,)2001b 

\Villi tOd~y's'd~cl~ion Wtrhiul1cH'Califotriia'sbid 'for~a hl'rk..et·stnicture that'll 

embrace'~'com:~iitlon'la' the' Ptoviilo~6fere"ctil~ setVlces,~~ffers retail t'ustoineis I~J 

choice and flexibilitY 'ik 'en~(gy'serVlteSJ and 'tefotirls the m'aJ\n~t, in.which we, i r.m~l 

regulate utilitYtn'on6Poly'servi¢esr. etitfcal io"this ne\vmctrket7structure is·the 

estab)lsi1Me·hr~fa'stateWJdt'hlae-'fe'fldeflt·Sysfem'Op;e'ratot,(ISO) responsible (qrto) 

coordiftatifig'\h'e' di~p~t&lifdfid dc!1iVety!o(.powet oy'ertho tnihsnlissi6n systemi'?Io')f; 

addition, ~h~J~!~atldifpflftegi6fiM Power Bxchangei)cha?ge(J.y,'ith th6 puipose'of lJa' 
-------"'-- - -- --

devclbptt1!fifvislbfe sptithiarkef\vith lranspar~r)t prit~ fdr electti~ity and open to:> 

all suppHef~lrrict\idiilg ~\ii,:ot.~(ate: suppliers :andl1ll!niclpal'utilitiesJ<,\ViIl enhancerr f 

effi~lekci~~ by ·iillH5dulCii\gcdmpetitiv~ pt¢s!ur:es into the' geh~iatldn sectOT.' iThe)') 

Po\ver. ER:clfange' arid thc'ISO:wO\ifd be: tw_o independenfand ~eparate entities;:th'eJJ i 
d~siin1u1d' ~p~rati()'n'Of \vhlch'wllI t~·\ltreapprov!ll by FER:~/ioi2 i J:)b 1 jH) rn lJh'J'/O 

"~'JN6'MtefUiatf JMlUaTY-f/rt998;silntiltaneoll.s,with th~ establishmentofthen;{ 

Pow'tr'B~chang(/ aftd tile ~sO,<\"e\vm'advaric~ the opportunities fo.r.cu~·tomert)qql1% 

ch6iC'et i'rfelectHc ierviccs byimple.m.entingseveral options Cor custonier~!ihrIlD'I$fl 
participatl6h tiff tHe-n1aik~t.l\Vith 'direct a~~eS~;9ti~Jori1ers can c!tb()~~.t6 putcl\.ase.>1 
po\~~i-atColdiifg to <:Iefaulffald'ot,throtfghCnegotiated lerms'a'nd cOJ)dition's)ih2imL .. 

directlY 'Wltlfc'otifpetiffgftbnutilhy; geQer'atots, .on less diieotlYI tntough: brokers,tVld ') 
. . 

mat)(~(~rsJh\V6 fully Jexpect thAt 1ill 'cu$toroers1will ha\le the.opporlurtityto enjoyflo 

these fOfiws-'bf.dastonle't ~hola no la~er.than·flve'y'earsJioI!Hhe ~tArt·of..QUr!n~wJ1H1 
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market structure. Utilities will continue to procure po)y~rlfQtJhQ.s~ q4$\Qro~r~:~vh91 

choose not to arrange retail contacts with suppliers and will con\'tw,~J.Q,~p~9xi_de 

nondi scritninatory. di"stribution servic_~ lO '$11 :~J.Jst<)llw.r$. wi.Olbl.tb~ir:~c.rxlp~/ 

territories: IJThese proeurement and_disjdbQtiQrt(\l:ncJjqll~ ;pf. J~~,"H U~li.~~ ~wUb fJ HI (j I') 

remain unde'r~ourl regulation .and .~~su_bjec.t.t~ i(l~~Jlti~J, r~gl!lilt!S:H\' fi X1n hun o?iorb 

c" Oui decision today,advances. feder~l.tltl!l ~tJ~J~ g~..a.l\ R.fi.!l.~"~Stpg", old IJ:Pl 

competition in gen~fati<}nand p.tovidina·o~n·i J.l~\\.dj:;,~ritJ1tt)!)J9TYIJ~~.~flJj~~;.9.rur;j2!) 

access and ~ervic~rIA(. the outset, ,we r~4?gni~ Jh:at ~stabli~hiJl~ :~, 1l~~:J1lf\ds.~t)100J 

slri'lcture for,~tectrloity: in..)Galifpwial\vill'requir.} ~lQ~~~~QQ~J~\i9.'t~nsl:)fH ,noiJibbs . . 

coordination ,yUh'the Federal En~tgy·R~gula.tory .. c.QU'.mi$$iJ)PJ ~ Th~;~r~~J;RI},qf·, ~b' 

the ISO and the, PoWer Bx~hange requi(es:~~~r~i~~<(>fJ\!ri$.d.i~t.i.¢.lJ.~Y.~Jh,.lhl~"1 /lr, 

Com'rfiission and the FEBG'lmdet a poltcy,pf cQP~n~tiY~.f.~d.~r.~J~w~{lTp.l~ .. ~~ ... 'l!'-rrt ~ 
jurisdiction raises tqe possibility tqat ~jsgtVntled p!lrtie.s~ J)1~Y;~lh~JUP~\ ,\9. ;4~t~Y.Rf ,;{{ 

overturn our decision by.clllipiillg, tha~.()ur;a-~th()thy/t~ta~tJ$ Pf~~mp~~~ ~YJ-f~~x.~J.) 

law.r! Such tactics ,'Would be (lisruptive of ref~I1fi$~vlltc~ .CQI.1)Jl)~J).<,I. ~~~ brQA4est 

support on the record before \I~."\ As privatt decisions(they ~~~ ~ pr~~J'-!~-r~lIoq 

nevertheless-it,is our iritentioq to minim.lze any. pto.y~tiQn_bYlthe~$t~p.$.,}tw:~411\~tb 

today:J\V~ begin'by/acknowledging that the boundaJi~s.Qf(ed~rotPn(l~~!4t~lbihf)q 

jurisdiction begin (0 blur inthe:c()n~xt 6(ne\'{,nlarkd.stfl,l.cm(~l Q\tfJP9Ji¢YI9flOq 

cooperative; fe(J~rali~h\~ embraces bur .counterpaJl~.at!tb~JedJ.{alJ~y.~t~$; W~I! !~~)1 i b 

. other ~vestetP ijurisdic.tions. ~ It, at~o manifestly, hi¢luQeS m~k~tp.~rtkip'al\($.}Yh(). r.ffl 

must;;inthe~flrtally adalysis,cooperafe actively ira shar~ YisiQI} __ Q£a1llQr~ol ~2'JrH 

• 

• 

• 
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competitive and productive electrio ~ervi~e!~indoshi-jsto 00' realized} II\'}'JI t2')~qU2 

furtherance of these objectives \\'e now begin a statement of our poJlcYiueference~f1 

re.specting .the !fohnati.Qn" and :runctiori of the critical market, irisUtuttOhS!b'V~1 

suggestlways:of mrthe"ririg these poltcies in -tlie corite~tQfjndusttY Il\itlative~as\ .11 I 

well as filings h¢re arid 'at the FBRerpi-naHYi,in'afeas (onltnitte<t to shaf~d) liI2(fl.J} . 
jurisdicti6n o{.conce4ea ~tb. tie .\vilhil1 tlte dpniai'rU)f.fe<teratjluthoritY,:we s}lggest lin 

mechc!pisms.and proto<:ols \vhicli.would advance th'e ~referel1ce:s~we hSVe,2 fnbrtCfli'l 

identi fled :as in _GaJifoJl)ia's'lnteiest? Ollr. intention'ls not to' for'dstall-otHer~ ~'11 (I ')j rlw 

suggestions Of, means to 'Ach~ve, theSe ends',' but t6'd~m6hstrate: l>lausib)(f~tiateAleso 

which have,~onvinced.ils"that our goals are aUain·able.-DflloJlu') 1()t 2')iJirwJ loqqo ~)ffJ 

\Ve acknowledge 'that bY, choosing tgc60perate in the -develbpment ·of· new III 
market structures, the three major.utiliJieS~subject fOj)tir~regulatldn haVe-removed ')(1 

much of the jurisdictional uncertaintYasSociafed \'Vith ~Iectric· res.JrU~ytiriA! These 
. . . • Iwlo tn~rc(lf,~ildfljl~-I 'JIlt/VIR IIPil:Hw'>I 

utilIties have voluntanly agr~_~~ t~ sU~~~_~81~rls2~Wf.l~\~~~ J~r.f~fl,ftr?lHJI 
transferring control over the transmission system and dispatch operations to the 

IS'}{,iuHH-"111ih tftO!?~inH.{lfnJlf\.-.(I);:'i.l'U b')1:rWilOJ1~1IJi (lft:Hli.bi\1{ ~blj')t') ~r1r • h v, pa c pa ng an a rower ~x\.llangeJ ana prOVl(ung elr r~tall cu~tomers wit 

d' . :>(,10; JsilJiv. 1Blfl', l,)Ji'll)~l biw 3i 11:-1<) [t\tli'HI n(\t' '/Oil &l~O t'~ ?IJ titj~fll bl~tF~1 'ttl 'th"lcfJo hrw IreCI aCcess to a emate suppners. WI oUf mls cooy .... ra lon, 1 IS un lice y at 
r)d~'JI\' .... ~nl'':'1 h;):l[lal~\[ vl~l1~unj]tlH),) !)t'£..?h'~IIJ;.PB(lI.')h b{1p '{rflqu;fi~noilra~Cl1:j oi new lIIatKel ShuctUres \;oula be Imp emen eu to L'a homla In the tlrue rame we 

proPoi~imHa'S?1f;lg91ili ~{Jln'jjh~'1 'JrfJ rlli'll 29bi2)1 Hoi!f;l~qO HI'J12'{2 101 '{Jilidiwoq2~)1 

?flj..'\o III' ,(fh'f).·HI 1:-11& ?l~?~~ noiJ61'l111g 'to :<JhOi1Bi(f n 'OlJno') bn~ nZl9..0?~B (bili'll 
tiVeJ\ w t 1ft S (eve or "ooperanon, lne Imp emenla Ion of tile l~U, Ule 

. -' . _. to'');htHl nimoli1rO ~r{J ~ni'll,)? ?J:>?f;r.. f(QiJurijl'eib 
Power Exchange, and retaIl competitIOn raises questions or where JUriSdiction hes 

, 

over cost recovery and regulation of transmission service and sales of power. We 

- 21~£ -
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suggest ways t() ~oordjnate·witq the FERCon theSe i~uesitlolIr,discussioi1:bfFI;o? 

l1l~ke-'.~t.ru.~'tt(eJ()qlJ.fo 'to J{I')(fI:;)t'P r; fJi:~'Jd '11M. '.ill 2,)',IiJJ?ldo ~':::lflno ,),)flfn'Jiiillll 

'Y,rdescri be lhi s: ne\y matket· structure in the f(jllowing: sectioh SJ I 10 I S~ctlpl\ 1 

III.A.'~v.e dis.<:J.ts$ Q1e.dlsaggregation of the utilitl~! trans·mJ.ssion fti'nctio(rand th~IJl 

transf~r of that funttionto an ISO; hOWl"the ISOiS'to be ~stal)lishedi,its~ritital: Ihw 

sched~.Hflg andJ~alanbing;resPOh~ibilitiesJ!safety7ai\(I reliability issues} and ihe!nillli. 

financial settlement proces~;'illl Section IILB1,we d~scHbe'the Pow~r BxchahgeJ9H1 

which we believe will. enhance efficienoles.l1lri' Sectioh llIl.<?~~ w!:(tiscuss tHe-,n ifn 'ihi 

oWJ'~tShip~artd:stnic,ute of the· ISO' and ~ower Ex~hangebSe~tionIII.D descHbeSl!2 . 
the opportuniti.es for customer,chbice in electrio ~erviCesJJWetheri turn-' to Stcfirirl'J1 

I1I.E,'.where.~we ldiscu~s oUftcontjnu~d regucJ~tionoftbe lJtiliti~~ and hdw; ~VI 

Petforrnan~e_ Ba~edRate!J1aking/flts iQto this' pt6CesS:f;ffI ~'."Ilff' ~ri' !;:~tIJ',)U1J~ )')).1(;((1 

~;c:Ar l!isaggregation oftheUtilitieS'/rran~misSioriiJ If,flOi)')iuzilllt ~rf'-to d~lJliI 
. Function and the Esfablishment oran . .. . . , 

HI) b ~B_nr'fio (t ?I' W:;2{J()') E JfOqqIJ2 oj b,)'Jlgr; '{JIH~}nlllo'l ')'nHf 2,)I,JfIJiJ 

'}ril ot 21l0i/f,1:;QO rbff.fj?ih fH1f> !fI'Jfl'(l Hoi?2ifll£Uf.l) ')rfJ )')'/0 foIJflo') ani n~lUlfjl) 
. The eleetr/· c grid is an interconnected system of transmission distfJ·hulioIl 

rllru cl"Jrno1dJ:) If;r.Jll1'~HU gfllilI'I01q onr. t')311'f;n:,lZ:ll';'lI0 I G m 3l1ih~yrj r .. 7 tu~I 
and other related facilities. O~ration nfthe e'~ctric ~id requires that variatigns' . 

t£iU Xl~~(lflfJ 2:1 11 ~Hf)('f~l.;qOO') 21ft} JlJorl"" .21'll'''iQQI 2' ... Jfl II?}T~ ot U"')'):,h; J"),)llb 

in generation supply and demand levels are continuously balan~ed ('nrrentlv the 
~'11 ')fflf;) I !I1.1f r ~fIJ flI fli fllOJlltLJ [If l)')Jr\?fJ1 ,)lq fur ,:)(f IJIUO=> -2 :1whiTIT2-J:JA all \)[:)/1 

responsibility for system operation resides with the vertically integrated IHiJiJ.ies . 
. • '[tiDt) ::u Uq01q 

which also Q}Yn and control a maiority, of Qeneration assets and ne.arlv all gi'the 
~IU tO~ I 9111 to nOJ 6Jf1':JtrI')fqfJIl all ;t'IOI1(;l~qOO') 10 ~'l:)l 2: rnt/h" (1',) t:. 

distribution assets serving the California market. ' ., 
G'JII nOIJ)ib21llJl ~l~Hiw .0 2n0112~fJP 2~2ff31 nOIJl''Jqrno') Ilf;}:;'l hili> ,~gnlHby.~ll,)·lIoq 

a'll .1!)'IIOq 10 2'J16l bus ')')i'l1~2 nOi?lirn?flf:;-lt1o noi'r.lug'Jl bos '(1')'10')')1 Jzo~ 1')'10 

• 

• 
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OUf ~fay P(oP'oS.E\'$J~~nQluded that.at.$.f\lir,in1um,.h waS neCessary (0 

disaggregate the ·v~W\¢liHY1niiMIJ{~d·~\~H';i¢JL'iilUY!bV~gpa~A(iiH8' lH81~lements of 

generation, transmi$Sion .and ·distribll.ti.QnbE~\lsing ,-?U .market powtr~()nC~ms 

that arise from1H~fijtlfiife>s? 6tQd~(S~~T;~~~~~rM~!(~rJf~fr,~~~J~~~¥ftf~~iHties, we 

proposed that the utilities transfer the operational.control of all transmission 

facilities to an ISO. T3aa9'~~I~dim'\"ia'~rb'P?;~\r.'1\l~f~rtailll~1nt~tI6f\m ISO 

less~q~ .• he: pt>tentialJptj 9~~eJ$. pfthtttraflsmls.slo.n $~~t~lll1().f~y~t th~Jr own 

generalion J~cUitl¢.s .Q.ver~ P.Q(l~tlJtty, f~cilities.iJl ptoviding JrJ\nsmjssi~D JlC~_~~m'fI {)"Ii 

c.QqpJ~~.w.ith.FERG.'S prj:l\QipJ.es. Qfope:n·;nondi~f.rjrninaJto:ry. trao$.mbs.toJl.~~~',)HI . 

disaggr.~gatt(»)1:of the. tfSlnSn\i$$ion (t!n~tlQO ·.}V~Jl ~nhan~ fairl.tQmpetiJjpll ilro~I)g III i 

gene.rators.'q?: ~Ii' HlO·il 021 ')iiJ 10 noitmf.q~? ~(h :')2flf?fb hlC?itin,3i2 "jIlO ~flik'j:j!l{fl 

. '>,'i ((uiThe establJshtnent:Qf.t~~jlSO,will:CQnfet:f6\Jt.hl1Il)¢diat~:an~ila$liJlg11'[(>0<] 

advantag~_s_ uj>Qo all,use!spfelFgtdcjty,;n C;iJifo.mlaf~?' art i IO'If:l 2 '-Ii 11 r.<) 

{(;('q g{fih,· .. Th~.sJ~j€L\~Utpchj~x~ aJ~~:rro~CJ}t.Md. flJJ1~ti9tlalfooq 'Jfff ClIoi} O~I ~rI' 
r~solution ~ftransn\i~~i()n access disputes between the 

·{~tR~YHtf!~fb'nl~\~.fimgU\(lhieuJAh(i'\\{H!~?del/~Wd~WtrU~bi\')vo 2f10iJ?r.~lISlJ 
,hl1o:J:.1c .a~(~$JQt)1~:StSl~ll}?f~) £Ii Zl')i!qqIJ2 looqnon 10 OOiffH'Jqo [.lcl) goiJ)i112,)1 

iloili'r'2.I41ieVr\vln">6E\{ ra'!\i8k~ltt\C1ghcyigliit\0/~filni\glll'83S'tbllJo'lf floi"}i£q')~ 
'{fl!. §i\y.ing~.d"~.U)L~t\l.Qi!1.iJlgJh~·JlQw.di~;n.cJ ~90tn)U1fi1'}qo Hl')Jl'{2 Juod!) 

W'p'ctions of many entities un~er the ~uspices of a .. . 
'to Jfl,)Illri~!\af~(?tdBiHalp¥ha~"lf~~stem1,~f11lf~?')ti \{ ioJ6nimilJ2Ib 10 (I01J<j!>Jl?q 

erh tnrh llnlB looq l~wOq fl bnf. 021 w110 2~j)jfidi2f10q2~1 ~rlJ rhi'll '<Jifn~ algnl? S 
3. 1P~re will he an oper{tional efficiency inherent in a '.. 

oll B '(tflthsillPJftltkWeR~8ik '{~hJclffi~Sf"3 ~c:ru8ffi)b 7)U~fe11'11J!ld flOI fsrl1bl00J 

·2..9..:--
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0' '{H;;.'other. than (osterlng-open 'ac~es~ hna thcffacHitatiort Qf.r.tv11IJO 
- sUPRly rr~ml "~o~rat(')rs irresoect,'ve of their ownership'. . to ?frtJf[I')I~ J II ;~1iI:lj}/'~R {(I'~ rJlm ·J.~.r'j'.J ~ l)'J/td'pHII '~m,;')fjl·J" ~lrtJ ')lr;,'j~13~~pd) 

lfll~4!IIThete- wjll tie-,\" cot\slstent pTlcing:s)'sienffdrthe uSe :<-f<'11 fa 1 ,lIl)iJfil }f1')8 

~'.'1 ,~';ilitil)?;Ydfi8WJn?t2ln5\\¥,9-~~ f~~ir~\\~ef)ll~ak("~t~~~flmg C2~~'fthi~jn~iI[011 ~<i1r. IGfh 
an supports tne competitive mar et. 

f1(}i?2irJIWf.ilJ Iff, 10 100tf10,) ff,(](li'Bl?QO ')10 -I')1?rlr;lf 2');tiliw 9rh }/HI, b'noq01q 

0%1 nih, . 
fUIO -ftho Mafp<iol-ptoposaf t"ontelve'd tfia\ ilnldditiof\'tb~cootdlhatihg tlte~l_ 

transmission system~;the: ISOwoold h~qe:ti 'Seeoifd- tUi1ction}'.maklrig 1l (nmspateHtJ 

market ~ for;ginet-atl Oif ,'/ith prite sigr\ats~evjdent 10 immtdfatt userS' ililil loilg-\etni) 

investors, t11i~ MOll buill OIYtMfMaY'pool'PM~Sa\'s~oneept-o"fiheISObY~!!1~~jh 

suggesting One significant change: the separation of the ISO from _the spolrtiarket·.} 

pool fuf1ciioHS/whith 'th&lMOUassigned 'to 'llfi'e'dtity 6aUed the' Po\'{er Exchange. 

Parties favoring sepatati6ihldvance-iv"c:y~rihlary tea~ons tp'sepamtetbr, 

the ISO from the poollt:Fiist,fsepatatlOi'l.\vould 'pttwerifth6~1S0 fi'om1fdvoHng pool 
• ~rlt fI~~'({bd ?'_9Juq(iJ> l.~<jJ:JI' noj",z;(fl?flBl)l2.noiJ(Jln?~~-

transactIOns ove~,!r~p~f'~M9-31fJV,c~MJUP,~ 8.uJ~J~Yt ln~;.nflP18!dJP.l.n ,\\IJK\lfJ Y 
restricting the operation of nOn pool suppliers in castfofgtidccongestJoii. Second, 

separation would .e~~~\~n,W,?,pp}()~'dni~K~rJ1fiy,e~?p'}p,~ '!~UsRM,eVl.j,?fo~~ati()n 
about system ope rat i &i"S' Md' COtlgt§tiOfiwhich W6iild ald rlh relltrtinatiilg any 

, • - • • .s'10 2,)Jiq?11~ !)ir, li'/nu l~iJiJn:> '(fl6m lq 2noi.~~l{1 
perception of dlscnmmatory dec.1JSJPJlm~fm~;G rlJ1i~.PJ(yf~rr/~~J~~'l!I!shment of 
a single entity with the responsibilities of an ISO and a power pool assert that the 

. • - n ni Jj',)l~Hi{Ji '(0Jl~bit1') fI)HOil§1?3u iiB ~ ~Hv: ~1erlT .£ 
coordmahon betwf!JlJ}XP.1,1R8fru~~ sntlt!I~~ 1~?t¥J}l AWJ$R9?P,\\J~\~~\l;th~Y also 

• 

e 

e--



• 

• 

•• 

argt!~J~~\ .th~ :scparatlon ",'ould ittte'rfete~\vith~e'c6non'16'diSi>at~h ocgerU~thiro~' iii J!J 

and wOMld.~J~~tea~~itional (ransaction-co'sisl ?')iJiljtil,O%1 r)[{)to Ir"/01q(ti1l':»I~l'l 

0' ?,,)jjiliBecause the new rllark'et frahle~OtK mustA( hs'~3rf~cp't16Ifh:clV(,'tl1~cJlJ(1 

support and confidence ofinarket participants. and because the separate entitlE~ ~rh 

wi.ltWl'lcdon &im\larly to.and brihgUfe~~am& lk1iMifs<laS'a strUcflitc\\ll{fch 
. . 

cOIll\l.h\':~:tl1e.l\Vo,t WtraY~ c6nvln~e<I thanhese~potenJiall~YObl~ffis"aYe'beslb oJ 'l')lftO 

r~~9Jy~d..Qy~r~qui6(lg,that;the functions ofthc·ISO and the~pOofbe'Vtsftd ·id>nr. O?I 

separate,.~»t\\i~:~}Th~ ir{de~nd~nce btthe ISO from tti~: poof.'refnrare~ tHe'''i; Ij I i :)1>1 

principle thl\t a11 mark:e,t parti~ipants'are subje~t 16 \h~same p~ot6tol~·tega1dift~nifl1 

allocatip.Jl ~nd pricing oftral\smissioh'acce!s alol1g·witk res61uti61fafid prici6gof·1l 

trMS.n).i~.sto,-n cQngestioq () TJtis separationJshould elilbln~ite- ail)" pefcep\'i6i\ dfaft}(e' q 

ISO co,,!hl:g~jnJinancially by, preferring one suppB~t-Ovet~ari6intf.ili dispa(c~lhgrni 

g~p~rft.tion:M..d. };d(eduling~transmissioh.r,ffl ~'/iJij~qfllOJ ~/fJ 101 '(18~~')J'Jfl bllG ~)}1:FI 

')'IjfJ~;!<Prlnclplesfo'r Operation oftbelSO rri b~li} '(I?IJO~{lBlIlJmi?' Lnr. :)FFI 

b~1f)Umle·r Ib~J~ederplPower'l\ct the'FERG bas'autHoritY'd9~,(fatM,' 'to :;:"Bb 

tenns, an~~J1~U\h).ns.Qf, salt\St for. r~ale and trah'smission' in-ltltefsiate:cblifineite1f ~d 

Courts have determin~:d tblltJnetransrpissi9n of e}ectribUYfevell bCt\ve~n two 
• •• 1p ffillHlf':ifl hnG f1~itn~~o hmfl ')dtJo noiff;nii1ll~j1b •• pomts wlthm a sUite, aKfIlg use or mter onnected mterstate ru'lds falls WIthIn the 

")f , o'nlliJH hils ''(JIll r,1I~1 ?'/ln::nq oJ m!.J-r2'(~ ~nr 

federal interest in inteJ.~t~t~,CQmmef¢e)rThus> ihe:FER€·rltus\ i\ppt<we rates, terms 
• • 8~1·'fil;:(fo.?{tt 1')'10 ImInO) ')'160 HiY! O?l pJfj' .{(t')12V2 . . 

and cOndItiOns I raJismlssfon services provided oy the ISO. \ve ex~ct that the 

ISO will file its own transmission tariffand operating proc~dureSwitli-tlieFERC~-'-'" 
- cjliiiJO ~iI1ufl ,rt, oj ~lS [lQi~b')!J 2irl. ni l~,1n')~5h1 '(lolulf.l~ Un ,L'3JsJibni nrUl')rlJO 2?~lnU a 

Unaer state aw we must approve tranSIer of control over the lnvestor-owned . '}bo') 
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utilit.i~j.t{~n§!pi~sjpJ),s)'_~I.cOlS."Md dispatch facilities to the ISO}f F.oJlo\Vihg~Uf6':!1B 

FERC's approval of the ISO, utilities will need to file for oUi"ii'pproval urideY)"1I bm; 

PubJj~ jl!t.ili.\if:t~?9~tll § .a~"l ~ to transfer ~()ntr61 of their transrrlfsst()n'fa~i1ities to 
. 

the l~9fJfI,) ,JBlfqn 'Jrlt ')71If,':;<:id hew ,?Jm,fli:>iJIUII<j:hr.m-ro ~I)r}')hifflo,) hur. j10fJ<1lfl 

jb\y'~,aJ1.\hQdm PO&B}S.GB and SOO~H tb\vorkiwith'paities--ai1d'taHiu 

other to dp.y..eJop,Jl~~et$U~diPTc)p9sallfor submission to the FER0 to"estabfish-ih'6'1()) 

ISO an<t .it$, P..t:.Q.tp~QIS .aJl~JtailsfefJjperati6nal cOhtrol ot theutilitiesl ttru1s'ml~~t(Wf'l 

facilities~ f9 tl)~ .l.s.Q<n\YpJidly. (ecogtilU thhf.these prop<)shls~ go l>eyofid tne11cil[,qn 

mintmltffi.n~51lJJ1'~ro~DUi s~cifte<l by;FltRO and ittclq~e'ne\V;cifutovaHverh ?fqbHhq 

tran~w.~~§t QJl.~~$;~~:AAd pJicf og· ~pproachesJ r Hoivevet, W~ beUevi thanh~se: J (;)01 r fJ 

pr9P;O,s,11b .wJlll~lJlplr~eel;tb~, t¢st 6fbeing a conf9rming~ open' access syste)\r tliM1J 

imVJ.9.y'~..,Q~~T. the. minimum (equlr~ptents it! the directions'recomm"ended't1yrJ) 021 

FERC and necessary for the competitive market.:i;rhese·PJo~sa)s·sh'all btfflled'al1 

- FERC and simultaneously filed in jhl~_d~ket within]130 days'aftet:the'effective 

date oft,bb!.~epj$ip~JhTh~filing sJf6U1d incorporate th~;ptlndpte~ dtHhleated 

beI9y;.~whi~h)w~J)~Uey.~ at:e.critical to thesu~cessful'operad()J1'ottHeISd~n6 ~uflnl 
ow! nlf;'/lh~ lSO .. \ylll ha\'e prlmarYresponsiblHty for theifll J')bb 'J'/Sri ztHJOJ 

detennination of the final o~rati()n and disp,atch of 'r!' _ . 
<'jill nifBiw 2J1it ?h.t1'J ')1r.:J~1')'(Ji b'jf:)~niv)b'l'I"'H( lOdrJ2tl 9"fli:..lJU1I ,:>Jl-;fl r, (t[ )1'11 dnroq _. tne s),stem te) preserve re 18 1 Ity an achieve Ute 

2frl},)] ,njm ~lQ)~~~t tQtaLC!)Srfor:all :uses'Ofthe- ttaflSmissi'Oi'fIJni ni f2~1~"(Ii rf>1~b?1 
system. The ISO will have control over the ODef'afJ' on . "b b 

9Th haJJ J:l5QZ:') 'JV/"O~I 9IH '{d b'JDl'lOlQ l,),)1'1l~2 nOi~~ITtfll K lU 2flOJJ/ ((0) 116 

,::J}El:t !'HU fIJI'll 2'JIIH>'J'J01Q gniJrjl')qo bnG'OiJf~J floi2~irn2nr;'t) nVlO zti 'Jilt IIi'll 02( . 
• Unless othenvise indicated, all statutory referen~ in this decision are (0 the Public lltiJities 

Code. b3/rIlO·l0'2.~·lfti Sf!) 1']'10 f01HlO:t to l')tuun) O'101qqs 12um ')'11 'IIS1 ,)Inl~ l:iOnU 
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of the tran~missioQ facilitidsuThe p3rlicinating;(fI If/, 
binvestorand'pubJic}y,o)}'lied uJililies:wjU continue tOI 

own those facilities an~ be resporisiblefot theiflf'tr,~-it 
maintenance. 

?~::.j'/J:)2 ;{H~llhflr. %i~ilqqlJ~ £!l011 '";-III:iO'lq ftiw 021 ~tlr .( 
2. The ISO.\villl}a:ve~no financial interest jf}. the Po\'rer,II 

I! ExcliAQge or in-any kburce of generatioJ) or; IQa(JhThi~ 
restricfibn'\vill ens\Jre "that P1e-ISQwili have nb bias in 
.f"avof6f or against g~nerators who pafticlpate in the" r 
pool 'or as suppJiers,with direcl a~cesS,CoI)tratls.qThe 
ISO will Q\vn nO,generationl ttansmisslom of fiB,) 'l3fh 

1 di~tributioq facilities and.will have nQ affiHbti6rl ,\vitli 
any companies that own tho~e fl\ciliti~JrI:'l')rffli ~~offl 

3. The.ISq.,\vill maintainfreqt1enoy.oontrol~ahd '&j)hply' .() 
with 'all st8!ldaids'ofthe-Nofth-Arnerican EI~sfriOf;lcd 

~IReliability:eou'ncii (NERCrand the'Vest~rfi Syst~m~ 
·~eoordihatirig Qouncil (\VSCO)l 021 ')I(} ,?flo;J:->rdIR!J 

l~wo(1 ~IIJ fIlOJ1lrIoiJBflirlioIl ~rf r .~Jf1f,qi')iJf~~'l j,)jhSfn 

4. The ISO.\vili provide:open and rl6n'disctiinio{l,tory )x:l 
services and acc~~s to the trarismissign.grid,foTtalk)ol 
users of.the' trahsmissi6n s),stemJjncluding purchasers 
and suppliets il\ trtms~ctions arran'~ed _through,thenon 
Po.wer ExcHange aqd ,s\lppliers. contractingdire~tIY)H i 
with customers, consistent with the principles 

, espOused by FERC in its proposed rulemaklfig~ofi'-- -_ ... , - --- --- - ,,--
r51qOXF,~n~penJ~cte~~ ttai\srnls"'sion~s~lVlee!"ah'd s{{a1J.ded'c6S(Si~; ~)}H'.j '/I (lQQI 

f\.£) lBrlll :in i'(l iJo')fii oi Is:;ti'fl'J 2i floi?i10J1 bar, Jn~rn')1II)<"jlq f1)')'.'IiyJ nl)ibl1iJ~ib 'jet r 01 

.')!qrnj)x~ lo-'t ,5J[orb iwbi'(ifmi 01 Jhl ~Ji'(l-v. ~Hil;J~fIlO) £. 213 b?J(;~lf brtS h'llbnuonlJ ~ 
t Notice, of Pi()r.~R~lemaki9g and $t:lpplemen~1 Notice .of Proposeq Rtdernaking;'l 8n inlfiqz 

Pcol.llQting I\Vholesal~ C4W\l>etitjob:ThroughQpcn 'A.c(eSsNon·Di~nmlnatOryJ TllJ\smi~ion oq od ' 
Services.by,P.UbUg.UliJities ~ketN().JQd95t8-,00Q); Rtroyery,of'StraOO~ ~s" by, publiel 5rtJ 
Utilities and Transmitting Utilities (Docket No. RM24t ?rOO); l6Q Fed.Rtgi11766Z (April 7;;1 £?O I f6 
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All m~rket p,arUcipanlS'wHl be subject to the same' 10 
protocols and prices i'egatdingtl'i!hsnljs~ibn access and 
trealment'offtarls'illissipn C()nge.stionlilb~d e}i'''lt) Irt/O 

,~J rt ffl ':I1lt if; (II 

S. The ISO will procure from suppliers ancillary services 
needed "to tupport tr'ali~mission anddispatch.( Whertf . ~ 

,p(HsibleAhis procurem§ht should ~ from suppJiers'6n 
I a nori·discriminatofY(~ompetitiveJ' unbUndled basls:11 
The ISO,wjtI6ffe~ to 'usersancill~seryices either as . 
competitive,1 unbundled aeU vities,. for ~ttwse serviCes (I 
that can be metered and iUea~"ured s!paJately fort' 021 
iftdividtiaru~trs, or, as c6sveffectiv"t1;joinl pr6c1ucts;:for . 
those inherently insep'hrable'network:serVi~jl~o XUP, 

• 

6. T}iq; ISO \vill 'cObrdin~te day,.ilhead scheduling ahd rr .1: 
balanCihg f6r aUuses'ofthe tran'smissloh grJd.lJFot;'u 
both tl}e day-ahead ~ched~l~ M(J the hourly: Halaiicmg • 
transactions, the ISO \Xill acc~pt 'nomina1io-ns f(om the 
market participants. The nominations from the Power 
Excl)ange \vill iritlu"de'the tentative dispatch,'U'll, ~IlT . t· 
. locations dflbe generation 'and loads,' and the?,)'Ji'Tl')2 
,associateQ J~ids forgenetatjon and loadsil Thitl) 21

C
)2U 

nomit\ati9ns froin!he bilateral participants mll~t~ hflt. 
incbide tlie:~mount and timing of,pow~r deliveriespcl 

c~lqbfli If} :liff dti'll 1I1:'12i2(10) .~l:;HlOj~WJ rhi'.'! . 
---------,(,.".,lo"....".,.g~fli:h::rn~hn bnoq01q eli ni ~»ltrt '{d bnuoq2') 
1995) IV FERC S~\S..6::J~~g~I' }.~i $.1.~-<J,99.~) [b~r~ll\aJ\~u~f.ef{~4_!Q {i$.~:.~egaNOPR·]. 

10 The distinction between procurement and provision is (ri.tical in identifying what can 
be unbundled and treated as a competitive service left to individual cnoice~ Fortxample",--------_···-
spinning re~rle cad ~ purchased from' roM), sour-U$.ofi' A ~rvpeHtive basis,. bqt ifmay not \1 ~ 
be possible tosepaiatel,S' ideniify:the individual cust&ner useSrof s~ihnlng: ie~fVe!c I[\'thls ~ase:)lq 
the ISO'\Ia'OuJd Jiay'lupplit~ .. tHe C(ltnpelitivcpnte' forsp1hning'ri$tfV~ lUld' cHarge aHu~r$-(,-t\'fJ?? 
allocated $har6~ftM to~J C!dsfbrspIMii\gres~rV~.ov. J:;:bl)O) (;~ififi)iJ ~111jjirmntfr Dru; cS1JililU 
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along:\Vith thc'sourc'1 hnd 'destinatiod~fdr 110\iJef i mOil 

transmission. In addit~o'nJ tl1e-ISO'\viJI atciptl fto1Wthe 
bilateral participants bids for increments and 
decrentents df nomirlated irlpufs6:/ 'o\J~plH~' \}{ayf\~odfd .8 
be avttilable ftont the bllatefal tl'cilisac"ti6J\'~sficededto 

. iedis~atcb' the !yst~fil. :!The Power -I?xdi~g6' ~ll~pite~ 
cJa~sified'as must take~wlll·u.~6 thd'satrlc"SOl1 c!llsgA 

Jprotocols.I,I, Jrr;rll')1')ui bur; ':1arrsfbz:i1'J'llOtl ~rh Hl0l1 

,tbrh 10't 21Hl;qbiltt~q If;D1r.lid 9,if mOll 2bid 

7. The' ISO wlll.(Obrdihate'the·sche(Juled1lofi\iniitiot1~lJ 
, from tho. Po wet, Exchange An d.'th Ef 'bll at e:ta) I '{nr. l,}OlO 

transactions to' determine tmy r«iispMth' thai \voord-he 
necessruy to mee-t 'th~ twln'objeciive§of. a-s!tufng;q c j h 
operational reliability a'nda~hlevtfi~;leasl.eost u~-e" ofl 
the system~lfAlong~with thls~rcaispaichjthinso \,,111 fI 
determine tlie loc'atUmaf m'arglfial cosls"fn:¢orporatlrilf' 
the c'ost of gen~ratj()l)iIo~s~'Mtd 'conilistiofi diM \vill: 
dC(fine the market. cleating ptices~ tOf the Po\ver. 550 {lli 

Exchange and the price' of traosmfssldn \i·se~fof th~ If;q 

bilateral transactions. The marginal costs of .fb'r.q2ib 
redispa~ching to provide an increment of load at each 

.1loca\ion,\villdefirie theputthalt!and saleptlces)l 9rlT .Q 

through the':"po\ver ExchafigeJ)the diffet~;ites-it'-tlf6'r, 
IOCati()natniarginill'costs'between~SoufCtnifldl ~hlJbHi 
destination will oefin€ the'ptice 'of (taflsil1issioifqlib':lI 
applied to the. bilateral irahsdctlo~'?{TIi{nso \vill~no') 
notify the Power Exchange and the biiater-aL ,,~ ____ -_ -_' .. __ . _____ ._ -- --:-

-f.'nE-dlJIi" ~1qrn~~~n}~~p,ru\t~!~~!~~~MtWJJ~~1'~,.ei\~fh.r(;w"t~J~ ~j~~~9H'!~~Jn')rn~tqHlI H 

2dl'rllfj,)!;~:(l1.6 ~'n-3~ oj 2noiJlDt)IIs-,)Bin 10 l'Y.fn'wn f, -(1i'fl~bi LIIlO'II 021 ".)cff .Ht;)1l-(l "~1vq~ 
lfJ:)[1i bfuo'll ~l~W Iff.. .noi!f:{mo~tfli noiai[1l?w>1J bIT;; ~~(jbil1101l]f1joq fCJO)'ilh 'Xi btl/cm Jr,oJ 

102JnSfO'YloM .duit J~'J1S,)il li-)n' {fl0111O 01 WN0q ':I/0Il10} ,)~lub I10iZ2iiflWf;1' '{1£22))'1l ~rlJ 
JE V~M\l?t take supplits includea1lgran(J fathered genetatibh'toiltrac(s;;(ti¢looit'lgQF's?ai1d'oq 

, nuclear facilities. _ldul{5'/iJ')'X\2:,1 ~rlJ 
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