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Proposed ISO Tariff Changes to Scheduling Coordinator

Certification & Termination Provisions

Prepared for Discussion at Stakeholder Teleconference on Monday, April 2 nd 2007

1 Executive Summary

The California ISO (CAISO) has identified the following proposed changes to ISO Tariff Section 4.5
- Responsibility of a Scheduling Coordinator. Additional information is provided in Section 3 of this

paper.

SC Certification Changes as a result of MRTU

As the CAISO approaches its Market Redesign & Technology Upgrade (MRTU) market
implementation date, the CAISO does not believe certifying new Scheduling Coordinator
(SC) Applicants in the current market, which will be obsolete as of February 1, 2008, is an
efficient use of either SC Applicants’ or the CAISO’s resources. Consequently, the CAISO
proposes discontinuing the acceptance of new applications for certification of SCs to
participate in the current market as of April 30, 2007, and proposes implementing a “freeze
period” from July 1, 2007 to one month after implementation of the MRTU market during
which no new SCs would be certified to commence participation in the CAISO market.

Implementation of the “freeze period” would preclude an SC Applicant from certifying in the
current market after July 1, while allowing the CAISO time to assist and certify SC
Applicants looking to participate in the market after MRTU implementation. Moreover,
implementation of the “freeze period” is necessary in order to allow the CAISO to avoid
having to make updates to the current market systems for new certified SCs during a period
when the CAISO’s resources will be dedicated to the transition to MRTU market systems.

SC Application Sunset Provision

Historically, SC Applicants have not always completed all of the SC certification
requirements needed to participate in the CAISO market. The CAISO proposes closing
applications of SC Applicants that have not completed the SC certification requirements
within twelve months after the CAISO acknowledged receipt of the SC application. In the
event an application is closed for not fulfilling the SC certification requirements, the SC
Applicant would have to submit a new SC application and non-refundable fee if it desired to
continue to seek SC certification.

SC Certification Processing Timeline

In anticipation of a potential increase in new SC Applicants and additional complexity in
processing applications for SC certification for participation in the MRTU market, the CAISO
proposes that a new SC Applicant submit a completed application and non-refundable
application fee at least 120 days prior to the proposed start of service. Currently, the ISO
Tariff provides that an application need be submitted only sixty (60) days in advance.

SC Application Fee Increase

To cover the anticipated actual costs to certify a new SC for participation in the MRTU
market, the CAISO proposes the non-refundable application fee change from $500 to
$5000. This new fee is proposed to apply only to new applications for SC certification to
participate in the MRTU market and not to apply retroactively.
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Scheduling Coordinator Agreement (SCA) Termination due to Market Inactivity

The CAISO proposes to have the ability to terminate SCAs for SCs that have not had any
market activity for the prior twelve months. This effort will prevent unprepared SCs from
attempting to participate in a CAISO market that will be much different after MRTU market
implementation, without having received the proper training and assistance needed. In the
event a former SC whose SCA was terminated for inactivity would like to reinstate its SC
status, a new application and non-refundable fee would be required for recertification and a
new SCA would have to be executed with the CAISO.

2 Process and Timetable

Listed below are the key activities and associated dates.

Activity Due On

Publish White Paper Wednesday, March 21
Stakeholder Comments Due Thursday, March 29
Stakeholder Conference Call Monday, April 2
Publish Draft Tariff Language Friday, April 6

Stakeholder Comments Due on Tariff

Language Friday, April 13

Stakeholder Conference Call on Tariff

Language Tuesday, April 17

Present to Board Wednesday, April 18

File with FERC (target date, subject to change) | Friday, April 20

3 Tariff Change Details

3.1 SC Certification Changes as a result of MRTU

(Changes only affect SC Applicants and do not apply to certified SCs.)

While the CAISO is working with SCs to prepare for MRTU implementation throughout 2007, the
CAISO believes it is prudent to discontinue accepting new applications for SC certification in the
current market as of April 30, 2007. All SC Applicant certification requirements related to the
current market would have to be fulfilled by June 15, 2007 for a commencement date of June 30,
2007 for certified SC status. Any application submitted after April 30, 2007 would be considered
an application for participation in the market following MRTU implementation. The CAISO
proposes implementing a “freeze period” during which no new SCs would be certified to
commence participation in the CAISO market from July 1, 2007 to one month after the MRTU
market implementation date.

Background

Implementing a “freeze period” would preclude new SC Applicants from certifying in the current
market, which will be obsolete as of February 1, 2008, while also allowing the CAISO time to assist
and certify SC Applicants looking to participate in the market after MRTU market implementation.
Beginning May 1, 2007, an SC Applicant would be able to submit an application for SC certification
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to participate in the MRTU market using the application form provided in the BPM for Scheduling
Coordinator Certification and Termination. However, in order to minimize potential implementation
problems at the start of MRTU, the CAISO proposes that new SC Applicants that fulfill the
certification requirements during the “freeze period” begin participating in the market one month
after MRTU market implementation. The CAISO is concerned that the lack of knowledge and
experience of a new SC Applicant, in combination of the risks associated with all of the CAISO
system changes in conjunction with the implementation of the MRTU market, would make the
addition of new SCs simultaneous with the implementation of the MRTU market an additional
unnecessary risk.

3.2 SC Application Sunset Provision

(Changes only affect SC Applicants and do not apply to certified SCs.)

The CAISO is proposing an SC application sunset provision to be added to the CAISO Tariff. The
SC application sunset provision would state that if an SC Applicant has not fulfilled the certification
requirements as defined in the CAISO Tariff, the CAISO may close the SC application twelve
months after CAISO receipt of the application. A new application and non-refundable fee would
have to be submitted to reinstate an entity’s status as an SC Applicant.

Background

Currently, SC applications have no sunset date upon which the requirements for certification must
be completed. A sunset provision would eliminate issues arising from two situations: 1) instances
where applications are submitted but the applicant does not timely complete the requirements for
certification, and 2) instances where applications submitted at a much earlier date are revived after
a lengthy period of inactivity. Instances such as these cause confusion and lead to an inefficient
process, especially since both the CAISO and SC Applicant contacts have may have changed,
digital certificates may have expired, and the CAISO processes and systems may be different,
making previously attended training, setup and testing in CAISO systems obsolete.

3.3 SC Certification Processing Timeline

(Changes only affect SC Applicants and do not apply to certified SCs.)

Currently, the 1SO Tariff states that the SC Applicant must submit a completed application form to
the CAISO with a non-refundable application fee at least sixty (60) days prior to the proposed start
of service. The CAISO proposes that the SC Applicant submit a completed application and non-
refundable application fee at least 120 days prior to the proposed start of service.

Background

The CAISO anticipates that it may face a potential increase in new applications for SC certification
for participation in the MRTU market. In addition, the CAISO anticipates that under MRTU the
timeline for processing applications for SC certification will expand due to additional complexity in
the requirements applicable to SC Applicants and in the knowledge necessary to participate in the
MRTU market. The CAISO believes it would be prudent to put potential SC Applicants on notice
that it may take up to 120 days to complete the SC certification process.

3.4 SC Application Fee Increase

(Changes only affect SC Applicants and do not apply to certified SCs or requests for new SCIDs.)

Based on both the estimated hours the CAISO will spend on certifying an SC for participation in the
MRTU market and the certification fees of other ISOs, the CAISO proposes an increase in the non-
refundable application fee for SC certification from $500 to $5,000. A fee of $5,000 would align
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with the fees of other ISOs (e.g., PIJM and ISO-NE), but more importantly, it would reflect the
CAISO'’s anticipated actual cost of the hours it will spend on an average SC certification after the
implementation of MRTU. This new fee is proposed to apply only to new applications for SC
certification to participate in the MRTU market and not to apply retroactively. Please note that the
fee associated with a certified SC’s request for an additional Scheduling Coordinator ID (SCID) is
not proposed to increase, and will remain $500.

3.5 Scheduling Coordinator Agreement Termination due to Market Inactivity

(Changes affect certified SCs)

The CAISO proposes that if a certified SC has had no market activity for twelve consecutive
months, then CAISO will have the ability to terminate its Scheduling Coordinator Agreement (SCA)
and deactivate its SCID.

The CAISO proposes that in the event of termination of the SCA, all the rights and obligations of
the SC that remain outstanding on termination, including without limitation, rights and obligations
related to the FERC refund proceeding, EL00-95-00 et al., monies potentially due to the SC from
the California Power Exchange bankruptcy proceeding, or other monies appropriately due to SC or
owed by the SC, would continue to apply to the SC. Section 2(B) of the SCA provides, in pertinent
part, that the SC “... will abide by, and perform all of the obligations under the 1ISO Tariff placed on
Scheduling Coordinators in respect of all matter set forth therein including, without limitation, all
matters relating to the ... ongoing obligations in respect of ... Settlement ... billing and payment ...
and dispute resolution”.

Background

It has been the CAISO’s experience that some SCs in the past have discontinued participation in
the CAISO market for long periods of time without seeking to terminate their SCAs. In such cases,
it has been the CAISO’s concern that any attempt by the SC to resume market participation would
result in significant problems for both the SC and the CAISO, as CAISO and SC contacts have may
have changed, digital certificates may have expired, and the CAISO processes and systems may
be different, making previous SC experience outdated. This will particularly be a concern during
the transition to the MRTU market. The ability of the CAISO to terminate SCAs for inactive SCs
will prevent unprepared SCs from attempting to participate in a CAISO market that will be much
different after MRTU market implementation, without having received the proper training and
assistance needed. In the event a former SC whose SCA was terminated for inactivity would like
to reinstate its SC status, a new application and non-refundable fee would be required for
recertification and a new SCA would have to be executed with the CAISO.
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