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Resource Reliability Settlements
FERC Must Offer Obligation (FERC MOO) and Resource Adequacy (RA)

FERC Must Offer Obligation Settlements:

1. Minimum Load Cost Compensation (CT-4695)

Minimum Load Cost Compensation sfP* Pricew.

Pmin = A generator’s operating minimum MW load level

Price ML = (0.001 * Average Heat Ratg#* GPI) + O&M Adder
GPI = Gas Price Index + Intrastate Transportation Rate

O&M Adder = $6/MWh

Must Offer Commitment Typed~ERC_MOO

2. Minimum Load Cost Compensation Allocations:
a. CT 1697 — Tierl MLCC Allocation for System Needs

This charge covers the Tier 1 allocation of Minimum Load Cost Compensation for System
Needs. If the unit was operating to satisfy a Control Area-wide need, MLCC will be
allocated first to Net Negative Deviators at a per MWh rate that will not exceed a figure
that is determined by dividing the total MLCC in the month by the sum of the minimum
loads for the generating units.

Billable Quantity
The billable quantity is the Cumulative Absolute SC Net Negative Uninstructed Imbalance
Energy.

b. CT 1691 - MLCC Neutrality Allocation

This charge covers the neutrality allocation of Minimum Load Cost Compensation. If the
unit was operating to satisfy a Control Area-wide need, MLCC will be allocated first to
CT1697 with remaining costs allocated to each SC in proportion to that SCs monthly load
and export within California to the monthly sum of the ISO Control Area Gross Load and
the projected export within California.

Billable Quantity
The billable quantity is the Sum of the Monthly SC Metered Gross Load + SC Real Time
Exports within California + SC Qualified Facilities Load.
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c. CT 1698 - Allocation of Reliability Service Costs attributed to MLCC

This charge covers the allocation of Reliability Service Costs. It determines the portion of
MLCC attributed to incremental locational cost (which is the additional cost associated
with committing and operating a unit to meet local reliability needs over the cost of a less
expensive unit). Allocations to PTOs are made where the unit(s) is/are located.

Billable Quantity
The billable quantity is the Sum of the daily minimum load quantity in the PTO area.

d. CT 1699 — Allocation of MLCC for Inter-Zonal Congestion

This charge covers the allocation of Minimum Load Cost Compensation for Inter-Zonal
Congestion. This charge is allocated to the Scheduling Coordinators in a constrained zone
where a unit is operating at Minimum Load due to Inter-Zonal congestion (or providing
ancillary services with in a particular zone, if the ISO is procuring ancillary services on a
zone-by-zone basis).

Billable Quantity
The billable quantity is the Sum of the SC s Daily Zonal Metered Demand.

3. Instructed Imbalance Energy Payment (CT-4401)

IIE Payment = Minimum Load Quantity * Resource Specific Prige

4. Monthly FERC Must Offer Capacity Payment (CT-4595) — Effective July 28, 2006

Below is a link to the CAISO Offer of Settlements filing on March 31, 2006
http://caiso.com/17ca/17cad5ec10650.pdf

“Providers of capacity from units that are not designated under Resource Capacity Service
Tariff (RCST), nor subject to Resource Adequacy Requirements (RAR) nor RMR
contractsshall also receive a daily capacity payment equal to 1/17th of the Monthly RCST
target capacity price for each day that the Unit receives a MOWD ("Must-Offer Capacity
payment")." However, once a unit receives certain compensation in a calendar month as
contemplated in the Offer of Settlement equal to the Maximum Monthly RCST Payment as
reduced by the Monthly PER, multiplied by the megawatts of Eligible Capacity, it will not
receive any further Must Offer Capacity Payments for the m@athwill it receive any

further Frequently Mitigated Bid Adders, as discussed below)”
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http://caiso.com/17ca/17cad5ec10650.pdf

a. Daily FERC MOO Capacity Payment (CT-4595)

Daily FERC MOO Capacity Payment = (1/17)*(Monthly RCST Charge) * Net Qualifying
Capacity * [(No. Of Intervals in the day — No. Of Intervals ineligible)/(No. Of
Interval in the day)]

NOTE: If all hours during the commitment period are ineligible, there shouMh®aily
FERC Must Offer Capacity Payment.
b. Monthly RCST Charge for the FERC Must Offer Generator

The monthly RCST charge shall be calculated by multiplying the monthly shaping factors
by the target annual capacity price ($73/kW-yr)

Monthly RCST Charge = ($73/kW-Yr) * (Monthly Shaping Factors)

Unit Specific Monthly RCST Charge = Monthly RCST Charge * Net Qualifying Capa
KW to MW Conversion Factor

Monthly Shaping Factor¢Schedule 6 — Appendix F of the CAISO Tariff)
Month | SP-15 | NP-15/ZP-26

Jan 6.7% 4.9%
Feb 5% 4.9%
Mar 5% 5.6%
Apr 5.8% 4.6%
May 6.3% 4.8%
Jun 8.3% 5.1%

Jul | 15.8% 13.7%
Aug | 17.5% 15.3%
Sep | 11.7% 13.8%

Oct 5.8% 8.7%
Nov 6.3% 8.8%
Dec 5.8% 9.8%
Total 100% 100%

California 1ISO/Settlement Project/Tri Huynh 3



Example:
This example shows how Daily Capacity payment would be paid for FERC Must Offer
Obligation Unit.

Given:

¥, Trade date is 07/20/2006

% Waiver denial for HE 10 through 11

% Unit 1 is located in SP15

¥% Since Unit 1 is located in SP15, the Monthly Shaping Factor for Unit 1 is 15.8%
¥% Unit 1 has a Qualifying Capacity of 1000MW

% Unit 1 met all Eligibility Requirements (Eligible Flag = 1, Performance Flag = 1)

Calculate Monthly RCST Charge for Unit 1 as follow:
Monthly RCST Charge $73* 0.158 = $11,534.00 /kW/Month

Unit Specific Monthly RCST Charge $11,534 * 100 Mw * 1000 = $1,153,400

~—
Unit Qualifying Converting Monthly
Capacity RCST Charge from

kW/Month to MW/Month

Unit Specific Daily FERC MOO Capacity Paymenfl/17 * $1,153,400 * (144-0/144)

CT- 4595 - Daily FERC MOO Capacity Payment for Unit $67,847.05
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Example 2:
This example shows how Daily Capacity payment would be paid for FERC Must Offer
Obligation Unit located in NP15 witkeveral intervalsneligible for MLCC.

Given:

¥, Trade date is 07/20/2006

% Waiver denial for HE 10 through 12

% Unit 1 is located ilNP15

¥% Since Unit 1 is located in NP15, the Monthly Shaping Factor for Unit 1 is 13.7%
¥% Unit 1 has a Qualifying Capacity of 1000MW

% During HE 10 interval 1,2 and 3 the unit is ineligible for MLCC (Eligible Flag = 0)

Calculate Monthly RCST Charge for Unit 1 as follow:

Monthly RCST Charge $73* 0.137 = $10,000 /kW/Month

Unit Specific Monthly RCST Charge $10,000 * 100 Mw * 1000 = $1,000,000

~—

: . Converting Monthly
Unit Qualifying RCST Charge from
Capacity kW/Month to MW/Month

Daily FERC MOO Capacity Payment for Unit=11/17 * $1,000,000 * (144-3/144)
$57;598.03

Number of ineligible
intervals for MLCC
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c. Running Total RCST Accumulation Check:
In addition, for any trading day of a calendar month, if the sum of:

f Total of Daily Must-Offer Capacity Payments

f Total of Daily Imbalance Energy payments received when that Generating Unit is running at
minimum load, and

f The Frequently Mitigated Adder during the calendar month

exceeds the Qualifying Capacity times the maximum Monthly RSCT Charge (established in Schedule
6 of Appendix F) reduced by the Monthly PER (established in Schedule 6 of Appentiie FERC

Must Offer Generator shall not be eligible to receive Must-Offer Capacity Payments or the
Frequently Mitigated Adder for that Generating Unit for that Trading Day, nor for any other Trading
Day in the remainder of the calendar mofiit shall continue to recover Minimum Load Costs and
imbalance Energy payments).

The CAISO will be calculating the monthly running total of all daily Must Offer Capacity payments +
Daily Imbalance Energy Payments + Frequently Mitigated Unit Adder payments as follows:

Running Total RCST Accumulation = [(Daily Inst. Imbalance Energy) + (Daily FERC Must
Offer Capacity Payment) + (Frequently Mitigated Adder)]

Then, the Running Total RCST Accumulation will be compared to Unit Specific Monthly RCST
Charge less Peak Energy Rent to ensure that the Must Offer Obligation compensation unit will not

exceed the Monthly RCST payment as if the Unit was designated as an RCST unit.

If Running Total RCST Accumulatior> = (Unit Specific Monthly RCST Charge — (PER

Amount)*0.95)

Where PER Amount = PER Amount (MW/Month) * Net Qualifying Capacity (MW)

Then,

FERC Must Offer Obligation Unit will not receive payment for remaining of the month for:
f Daily FERC Must Offer Capacity Payment
f Frequently Mitigated Unit Adder

However, the FMU Adder payment or the FERC MOO Capacity Payment may need to be

adjusted in case resource partially exceeds the monthly/daily accumulations.

NOTE: FERC Must Offer Obligation unit will continue to receive MLCC payments
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d. Peak Energy Rent (PER):

At the end of the month the ISO will determine all those hours during which a Reference Resource
would have been dispatched (based on Reference Resource characteristics) to provide either energy ol
non-spinning reserves and will calculate, on a per kW-Month basis, the total dollar amount of rent
(earnings in excess of proxy unit variable costs calculated using Reference Resource unit
characteristics having unit heat rate at 10,500 BTh3t would have been earned by the Reference
Resource. The Reference Resource will be assumed to have been dispatched for energy in any hour ir
which the hourly energy price described below is greater than the Reference Resource variable cost;
the ISO shall use its day ahead Non-spinning Reserve price to calculate the rent for all hours in which
the Reference Resource is not assumed dispatched to provide energyy(it@ur where the hourly

price is less than the Reference Resource variable costs).

NOTE: A separate Monthly Peak Energy Rent is calculated for SP15 and NP15/ZP26 respectively.

Monthly Peak Energy Rent (PER):

Month
Monthly PER : Max PER (Energy),PER (Non - Spinning Reserve)

Hourly

Hourly Peak Energy Rent (PER) for Energy

Hourly PER (Energy) Max (0, (Hourly Blended Index Expost Price - Hourly Proxy Unit Price))

Where,

4SO Hourly ExPost Price * Price Weight (Expost)) ;/2

Hourly Blended Index Expost Price ! (@ . _ A
I * <(Hourly Zonal Index * Price Weight (Zonal Index )) ¢

NOTE: The “Price Weight ex post” weighting will be 50% for Zonal Index and 50% for ISO Hourly
ex post for 2006. For 2007, the index/ex post weighting will be 75%-25% respectively.

Hourly Proxy Unit Price  Platts Zonal Gas Price * Unit Heat Rate

Hourly ZonalIndex ’Platt Zonal Electricity Index Price * Zonal Index Price Profile ‘
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Hourly Peak Energy Rent (PER) for Non-Spinning Reserve

If the Blended Index Expost Price is less than the Proxy Unit Price making the Peak Energy Rent for
Energy less then $0.00, then the Day Ahead Non-Spinning Reserve price will be used as the value for
Peak Energy Rent for Non-Spin.

PER(Non-Spin) IF (PER(Energy) $0,then DA Non - Spin Price, $0)

Platts Zonal Gas Pricés the applicable zonal day-ahead index prices set forth in Platts Megawatt
Daily.

Platts Zonal Electricity Index Prices the applicable zonal on/off peak day-ahead index prices set
forth in Platts Megawatt Daily.

Zonal Index Price Profile— ISO Tariff Appendix F — Schedule 6 (RCST Schedule)

The following is an example of how houleak Enerqgy Rent for Energis calculated.

Given:
Platts Index Prices
South Cal Gas Price Weighti
Electricity (SP15) (SP15) rice zglc?Gtmg -
Date On-Peak Off-Peak
07/01/2005, Fri 56.98 28.70 6.295 Ex Post 50%
07/02/2005, Sat 56.98 28.70 5.955 Index 50%
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ISO Prices

Day Date Hour Day-Ahead Non-Spin Expost
Fri 7/1/2005 1 $0.70 $67.17
Fri 7/1/2005 2 $0.70 $36.45
Fri 7/1/2005 3 $0.70 $6.84
Fri 7/1/2005 4 $0.70 $17.61
Fri 7/1/2005 5 $0.70 $14.01
Fri 7/1/2005 6 $0.70 $21.45
Fri 7/1/2005 7 $0.70 $26.18
Fri 7/1/2005 8 $0.70 $25.42
Fri 7/1/2005 9 $0.70 $37.01
Fri 7/1/2005 10 $0.70 $18.30
Fri 7/1/2005 11 $1.50 $56.89
Fri 7/1/2005 12 $2.00 $62.53
Fri 7/1/2005 13 $4.57 $80.79
Fri 7/1/2005 14 $35.45 $63.11
Fri 7/1/2005 15 $47.33 $65.41
Fri 7/1/2005 16 $40.45 $65.37
Fri 7/1/2005 17 $40.45 $74.82
Fri 7/1/2005 18 $47.33 $63.85
Fri 7/1/2005 19 $24.44 $66.40
Fri 7/1/2005 20 $4.57 $59.65
Fri 7/1/2005 21 $2.15 $52.98
Fri 7/1/2005 22 $1.51 $49.58
Fri 7/1/2005 23 $1.51 $46.77
Fri 7/1/2005 24 $1.51 $75.91
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Zonal Index Hourly Price Profile — SP15

Weekday July through December

Hour July August September October | November | December
1 1.002 0.994 1.083 1.04 0.966 1.001
2 0.89 0.903 0.92 0.879 0.834 0.883
3 0.81 0.835 0.782 0.751 0.706 0.814
4 0.767 0.813 0.749 0.69 0.723 0.805
5 0.796 0.841 0.822 0.829 0.879 0.903
6 0.914 0.982 1.049 1.08 1.266 1.088
4 0.493 0.547 0.634 0.763 0.899 0.895
8 0.632 0.637 0.751 0.858 0.98 1.012
9 0.728 0.743 0.786 0.837 0.977 1.012
10 0.837 0.822 0.859 0.9 0.957 1.005
11 0.983 0.999 0.966 0.96 0.959 0.983
12 1.051 1.056 1.013 0.975 0.943 0.93
13 1.097 1.106 1.078 1.013 0.933 0.906
14 1.183 1.179 1.15 1.076 0.946 0.894
15 1.257 1.24 1.213 1.147 0.93 0.87
16 1.284 1.264 1.236 1.152 0.93 0.863
17 1.255 1.235 1.197 1.129 0.999 0.967
18 1.183 1.149 1.11 1.019 1.221 1.194
19 1.065 1.05 1.052 1.073 1.207 1.213
20 0.982 1.05 1.051 1.122 1.137 1.174
ail 1.034 1.028 1.031 1.048 1.046 1.085
22 0.935 0.895 0.876 0.927 0.936 0.998
23 1.623 1.493 1.371 1.497 1.427 1.316
24 1.197 1.14 1.223 1.235 1.2 1.191

NOTE:

On-Peak Index

Off-Peak Index
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Example 1:
For July £, 2006 trade date — HE 01, the Peak Energy Rent for Energy and Non-Spin will be

calculated as followsHE 01 is Off-Peak Index
1. Calculate Hourly Zonal Index (SP15)
Hourly Zonal Index (SP15) = (Platts Zonal Electricity Index Price) * (Hourly Zonal Index

Price Profile)
Hourly Zonal Index (SP15) = 28.70 * 1.00228.76

2. Calculate Proxy Unit Price (SP15)
Proxy Unit Price = (Platts Zonal Gas Price) * (Heat Rate)
Proxy Unit Price = (6.295) * (10,500 BTU/kWh)$66.10

3. Calculate Blended Index Ex-Post Price
Blended Index Ex-Post Price = [(Proxy Unit Price * Price Weight (Index)) + (ISO Ex-Post

Hourly Index * Price Weight (Expost)]
Blended Index Ex-Post Price = [($28.76 * 0.50)] + ($67.17 * 0.5@4 %96

4. Calculate Peak Energy Rent (PER) for Energy

Hourly PER (Energy) Max (O, (Hourly Blended Index Expost Price - Hourly Proxy Unit Price))

Peak Energy Rent (Energy) = Max (0, ($47.96 - $66.10))
Peak Energy Rent (Energy)$6.00

5. Calculate Peak Energy Rent (PER) for Non-Spinning Reserve

If the Blended Index Expost Price < the Proxy Unit Price,
Then, the DA Non-Spinning Reserve price will be used as Peak Energy Rent for Non-Spin

The Blended Index Expost Price is less than the Proxy Unit Price ($47.96 < $66.10), thus
PER (Non-Spin) $0.70

6. Calculate Peak Energy Rent (PER) for HE 1
PER = Max ($0.00, $0.70)$0.70
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Example 2:
For July £, 2006 trade date — HE 17, the Peak Energy Rent for Energy and Non-Spin will be

calculated as followsHE 17 is On-Peak Index

1. Calculate Hourly Zonal Index (SP15)
Hourly Zonal Index (SP15) = (Platts Zonal Electricity Index Price) * (Hourly Zonal Index

Price Profile)
Hourly Zonal Index (SP15) = $56.98*1.25%%1.51

2. Calculate Proxy Unit Price (SP15)
Proxy Unit Price = (Platts Zonal Gas Price) * (Heat Rate)
Proxy Unit Price = (6.295) * (10,500 BTU/kWh)$66.10

3. Calculate Blended Index Ex-Post Price
Blended Index Ex-Post Price = [(Proxy Unit Price * Price Weight (Index)) + (ISO Ex-Post

Hourly Index * Price Weight (Index))]
Blended Index Ex-Post Price = [(71.51) * (0.50)] + ($74.82 * 0.50§[73.16

4. Calculate Peak Energy Rent (PER) for Energy
Peak Energy Rent (Energy) = Max (0, ($73.16 - $66.10))
Peak Energy Rent (Energy)$7.06

5. Calculate Peak Energy Rent (PER) for Non-Spin
If the Blended Index Expost Price < the Proxy Unit Price,

Then, the DA Non-Spinning Reserve price will be used as Peak Energy Rent for Non-Spin

The Blended Index Expost Price is greater than the Proxy Unit Price ($73.16 > $66.10),
thus PER (Non-Spin) $0.0

6. Calculate Peak Energy Rent (PER) for HE 17
PER = Max($7.06 , $0.00) $7.06

California 1ISO/Settlement Project/Tri Huynh 12



Daily FERC MOO Capacity Payment CT-4595 (Continued)
The following example shows how the daily FERC MOO capacity payment will be settled at the

month end.

Daily FERC MOO Capacity Payment = (1/17)*(Monthly RCST Charge) * Net Qualifying Capdcity *
[(No. Of Intervals in the day — No. Of Intervals ineligible)/(No. Of Interval in the day)]

Given:

¥ Trade Month is July 2006

¥ Unit 1 is located in SP15

¥ Unit 1 Qualifying Capacity = 100 MW

% Monthly Peak Energy Rent (A/S & Energy) for SP15 = $3,854.60/MW
¥ AssumeNO Frequently Mitigated Unit Adder payments

¥ Monthly Shaping Factor for Unit 1 is 15.8% for the month of July

Calculate Monthly FERCMOO Capacity payment for Unit 1 as follow:

Monthly RCST Charge $73* 0.158 = $11,534.00 /kW/Month

Unit Specific Monthly RCST Charge $11,534.00 (kW/Month) * 1000 * 100 =

$1,153,400.00

f Determine the maximum RCST payment that Unit shall be received the month:
= ($1,153,400.00 - ($3,854.60/MW *100MW) * 0.9$)787,213.00

Daily Capacity Payment for Unit# 1/17 * $1,153,400 * (144-0/144) $67,847.00

From table 1 below, the FERC Must Offer Generator unit is not eligible to receive Must-
Offer Capacity Payments or the Frequently Mitigated Adder for that Generating Unit for
trade date July 26th, nor for any other trading day in the remainder of the month of July
because the total RCST accumulation exceed the Monthly RCST charge less 95% of Peak
Energy Rent (PER). On July2the Generating unit will receive a partial Daily FERC

MOO Capacity payment up to the determined maximum RCST payment that Unit shall

receive for the month.
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Table 1
MOWD Daily Capacity Payments

| Daily Daily FERC Qualify for FERC
nstructed MOO | kroquentl Monthly RCST | MOO Capaci
Imbalance Capaci ~quently Total RCST y pacity
Date I Mitigated X Charge less Payment (CT
Energy Payment g Accumulation g* y (
Payment Unit Adder PER * 0.95 4595)
(Y/N)
CT-4401 CT-4595
07/01/2005, Fri $0 $0 $0 $0 $ 787,213
07/02/2005, Sat $0 $0 $0 $0 $ 787,213
07/03/2005, Sun $0 $0 $0 $0 $ 787,213
07/04/2005, Mon $0 $0 $0 $0 $ 787,213
07/05/2005, Tue $20,344 $67,847 $0 $88,191 $ 787,213 Y
07/06/2005, Wed $25,860 $67,847 $0 $181,898 $ 787,213 Y
07/07/2005, Thu $24,937 $67,847 $0 $274,682 $ 787,213 Y
07/08/2005, Fri $0 $0 $0 $274,682 $ 787,213
07/09/2005, Sat $0 $0 $0 $274,682 $ 787,213
07/10/2005, Sun $0 $0 $0 $274,682 $ 787,213
07/11/2005, Mon $0 $0 $0 $274,682 $ 787,213
07/12/2005, Tue $28,149 $67,847 $0 $370,677 $ 787,213 Y
07/13/2005, Wed $28,788 $67,847 $0 $467,312 $ 787,213 Y
07/14/2005, Thu $27,230 $67,847 $0 $562,390 $ 787,213 Y
07/15/2005, Fri $0 $0 $0 $562,390 $ 787,213
07/16/2005, Sat $0 $0 $0 $562,390 $ 787,213
07/17/2005, Sun $0 $0 $0 $562,390 $ 787,213
07/18/2005, Mon $0 $0 $0 $562,390 $ 787,213
07/19/2005, Tue $28,763 $67,847 $0 $659,000 $ 787,213 Y
07/20/2005, Wed $27,327 $67,847 $0 $754,173 $ 787,213 Y
Partial Payment in
CT 4595 - $832
07/21/2005, Thu $32,208 $67,847 $0 $854,229 $ 787,213| instead of $67,847
07/22/2005, Fri $0 $0 $0 $854,229 $ 787,213
07/23/2005, Sat $0 $0 $0 $854,229 $ 787,213
07/24/2005, Sun $0 $0 $0 $854,229 $ 787,213
07/25/2005, Mon $0 $0 $0 $854,229 $ 787,213
07/26/2005, Tue $22,789 $67,847 $0 $944,865 $ 787,213 N
07/27/2005, Wed $23,877 $67,847 $0 $1,036,589 |$ 787,213 N
07/28/2005, Thu $23,562 $67,847 $0 $1,127,999 |$ 787,213 N
07/29/2005, Fri $0 $0 $0 $1,127,999 | $ 787,213
07/30/2005, Sat $0 $0 $0 $1,127,999 |$ 787,213
07/31/2005, Sun $0 $0 $0 $1,127,999 |$ 787,213
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5. FERC MOO Capacity Payments Allocations:
a. CT 1597 - FERC Must Offer Obligation Capacity Settlements System Allocation

This charge covers the Tier 1 allocation of FERC MOO Capacity payments for System
Needs. If the unit was operating to satisfy a Control Area-wide need, MLCC will be
allocated first to Net Negative Deviators at a per MWh rate that will not exceed a figure
that is determined by dividing the total FERC MOO Capacity payments in the month by
the sum of the minimum loads for the generating units.

Billable Quantity
The billable quantity is the Cumulative Absolute SC Net Negative Uninstructed Imbalance
Energy.

b. CT 1596 - FERC Must Offer Obligation Capacity Settlements Neutrality
Allocation

This charge covers the neutrality allocation of FERC MOO Capacity payments. If the unit
was operating to satisfy a Control Area-wide need, FERC MOO Capacity payments will be
allocated first to CT1597 with remaining costs allocated to each SC in proportion to that
SCs monthly load and export within California to the monthly sum of the ISO Control Area
Gross Load and the in-State export within California.

Billable Quantity
The billable quantity is the Sum of the Monthly SC Metered Gross Load + SC Real Time
Exports within California + SC Qualified Facilities Load.

c. CT 1599 - FERC Must Offer Obligation Capacity Settlements Zonal Allocation

This charge covers the allocation of FERC MOO Capacity payments for Inter-Zonal
Congestion. This charge is allocated to the Scheduling Coordinators in a constrained zone
where a unit is operating at Minimum Load due to Inter-Zonal congestion (or providing
ancillary services with in a particular zone, if the ISO is procuring ancillary services on a
zone-by-zone basis).

Billable Quantity
The billable quantity is the Sum of the SC s Daily Zonal Metered Demand.
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Frequently Mitigated Unit Adders Compensation:

Under section 34.1.2.1.1 Frequently Mitigated Adders of the CAISO Tariff, stated

“a Generating Units of Participating Generators for which the 1ISO denies a Must-Offer Waiver request
and for which only a portion of their capacity is Eligible Capacity, as well as self-scheduled
Generating Units of Participating Generators that have Eligible Capacity, that submit Supplemental
Energy bids that are mitigated under section 3.2.2.2 of Appendix P five times in a single Trading Day,
based on five-minute dispatch periods, shall receive a supplemental payment adder ("Frequently
Mitigated Adder") for the Dispatched Energy that is mitigated for each mitigated interval in that
Trading Day beginning with the 10-minute settlement interval of the fifth mitigation and continuing

for each following 10-minute settlement interval through the remainder of the Trading Day provided
that the Frequently Mitigated Adder plus the Mitigated Price does not exceed the resources' original
Supplemental BidThe Frequently Mitigated Adder shall be $40 per megawatt hour multiplied by the
ratio of the Eligible Capacity (excluding any portion of minimum load capacity that is not also
Resource Adequacy, RMR or designated under RCST) to the total Qualifying Capacity (excluding
minimum load level) of the Generating Unit. Generating Units shall not receive Frequently Mitigated
Adders in connection with decremental dispatchBse total amount of Frequently Mitigated Adders

that any Generating Unit can receive in a Trading Day shall not exceed the Must Offer Capacity
Payment that the Generating Unit would have received pursuant to Section 40.14 if the 1SO had denied
a must offer waiver denial request.

Further, Frequently Mitigated Adders will stop accruing in any calendar month once the combined
value for that month of Frequently Mitigated Adders, Must Offer Capacity Payments and Minimum
Load imbalance energy payment under Section 40.8.3 reaches the level of the Monthly RCST
Charge (established in Schedule 6 of Appendix F) reduced by the PER (established in Schedule 6 of
Appendix F) for that month multiplied by the megawatts of Eligible Capacity of that Generating Unit.”

The Frequently Mitigated Unit Adder:

The FMU Adder ($/MW) = $40* (NQC — Max (RA Capacity, Pmin))/(NQC — Pmir

o —

NOTE:
f NQC — Net Qualified Capacity (is capacity of the generating unit of participating
generators located within the ISO control area)
f RA Capacity = the amount of MW the Unit has either designated as RA Capacity or
sold as RA Capacity. In the case where a Unit does not have RA Capacity, a value of
0.0 MW should be used as its RA Capacity. The term “RA Capacity” can also be
termed “RA Max”.
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For Example:

Unit Net Qualified Capacity (NQC) = 300 MW
RA Capacity = 200 MW
Minimum Operating Limit (Pmin) = 50 MW

Unit had been mitigated for five (5) times in the trading day based on 5 minutes dispatch period

FMU Adder = $40* (NQC — Max(RA Capacity, Pmin))/(NQC — Pmin)
$40 x (300 — Max(200,50) /(300-50)

$40 x (300 — 200)/(250)

=$16

Frequently Mitigated Unit Adders Allocations (CT-1273):
The allocation of Frequently Mitigated Adder Costs will be allocated in accordance with Section
27.1.3 of the CAISO Tariff as follow:

“Scheduling Coordinators whose resources are Redispatched by the ISO, in accordance with Intra-
Zonal Congestion Management as set forth in Section 27.1.1.6, will be paid or charged as set forth in
Appendix N, Part B. The net Redispatch cost will be recovered for each Settlement Period through the
Grid Operations Charge, which shall be paid to the ISO by all Scheduling Coordinators in proportion
to their metered Demands within the Zone with Intra-Zonal Congestion, and scheduled exports from
the Zone with Intra-Zonal Congestion to a neighboring Control Area, provided that, with respect to
Demands within an MSS in the Zone and scheduled exports from the MSS to a neighboring Control
Area, a Scheduling Coordinator shall be required to pay Grid Operations Charges only with respect to
Intra-Zonal Congestion, if any, that occurs on an interconnection between the MSS and the 1ISO
Controlled Grid, and with respect to Intra-Zonal Congestion that occurs within the MSS, to the extent
the Congestion is not relieved by the MSS Operator.”

Billable Quantity:
The billable quantity is the Sum of the SC’s 10-minute Zonal Metered Demand.
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Resource Adequacy (RA)

With the pre-MRTU RA proposal, the ISO shall guarantee MLCC recovery for RA Must-Offer
Generators for each Settlement Interval during hours within a Waiver Denial Period. The minimum
load Energy will be accounted as Instructed Imbalance Energy and will be settled at the Resource-

Specific Settlement Interval Ex Post Price. To the extent the Instructed Imbalance Energy payments

are not sufficient to cover the generator’'s Minimum Load Cost, the generator will receive an uplift

payment to ensure that it receives full MLCC. If the Generator is dispatched for real time Imbalance

Energy above its minimum load during the Waiver Denial Period, the Generator will be eligible for
Bid Cost Recovery.

1. Instructed Imbalance Energy Payment (CT-4401)

IIE Payment = Minimum Load Quantity * Resource Specific Price

2. Minimum Load Cost Compensation (CT-4795)

MLCC = Minimum Load Cost — IIE Payment

Minimum Load Cost Compensation P* Priceu.

Pmin = A generator’s operating minimum MW load level

Price ML = (0.001 * Average Heat Ratg#* GPI) + O&M Adder
GPI = Gas Price Index + Intrastate Transportation Rate

O&M Adder = $6/MWh

Must Offer Commitment TypeRA

Example 1:

Trade Date — 06/01/06

Trade Hour — 18

Subinterval - 1

Instructed Imbalance Energy Payment = $ 100

Minimum Load Cost = $125 for System Reasons

Since MLCC Amount > IEE Amount, then MLCC payment = (MLCC-IIE) = $(125 - $10835
Allocation of the $25 MLCC payment will first be to CT-1797 — (System Allocation), then possibly
CT 1791 (Neutrality Allocation)

Example 2:

Same as Example 1, now the Minimum Load Cost is $95 for System Reasons.
Since MLCC Amount < IIE Amount, then the MLCC uplift paymer$@s
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3. Resource Adequacy Minimum Load Cost Compensation Allocations:

a. CT 1797 — Tierl MLCC Allocation for System Needs
This charge covers the Tier 1 allocation of Resource Adequacy Minimum Load Cost
Compensation for System Needs. If the unit was operating to satisfy a Control Area-wide
need, MLCC will be allocated first to Net Negative Deviators at a per MWh rate that will
not exceed a figure that is determined by dividing the total MLCC in the month by the sum
of the minimum loads for the generating units.

Billable Quantity
The billable quantity is the Cumulative Absolute SC Net Negative Uninstructed Imbalance
Energy.

b. CT 1791 - MLCC Neutrality Allocation
This charge covers the neutrality allocation of Resource Adequacy Minimum Load Cost
Compensation. If the unit was operating to satisfy a Control Area-wide need, MLCC will
be allocated first to CT1797 with remaining costs allocated to each SC in proportion to that
SCs monthly load and export within California to the monthly sum of the ISO Control Area
Gross Load and the projected export within California.

Billable Quantity
The billable quantity is the Sum of the Monthly SC Metered Gross Load + SC Real Time
Exports within California + SC Qualified Facilities Load.

c. CT 1798 - Allocation of Reliability Service Costs attributed to MLCC
This charge covers the allocation of Reliability Service Costs. It determines the portion of
Resource Adequacy MLCC attributed to incremental locational cost (which is the
additional cost associated with committing and operating a unit to meet local reliability
needs over the cost of a less expensive unit). Allocations to PTOs are made where the
unit(s) is/are located.

Billable Quantity
The billable quantity is the Sum of the daily minimum load quantity in the PTO area.

d. CT 1799 — Allocation of MLCC for Inter-Zonal Congestion
This charge covers the allocation of Resource Adequacy Minimum Load Cost
Compensation for Inter-Zonal Congestion. This charge is allocated to the Scheduling
Coordinators in a constrained zone where a unit is operating at Minimum Load due to
Inter-Zonal congestion (or providing ancillary services with in a particular zone, if the ISO
is procuring ancillary services on a zone-by-zone basis).

Billable Quantity
The billable quantity is the Sum of the SC s Daily Zonal Metered Demand.

NOTE: There is NO capacity payment from the CAISO for Resource Adequacy units.
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