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	This memorandum provides an overview of the November 1, 2000, California Independent System Operator (“CAISO”) filing made with the Federal Energy Regulatory Commission (“FERC” or “Commission”).  The filing seeks approval of an unbundled Grid Management Charge (“GMC”).  CAISO claims that this unbundled GMC will allow it to recover its increased administrative and operating costs, including the costs incurred in establishing the CAISO before operations began, in a manner that attributes those costs to the entities that helped caused them to be incurred.  IEP’s membership will be interested in this filing because CAISO proposes that QFs with “behind-the-meter” load (i.e. on-site or over-the-fence load) should be assessed portions of the GMC.  Interventions and protests to this filing are due on November 22, 2000.  Please let us know how we should proceed in this matter.

Background

	In 1997, the CAISO originally proposed a GMC to the Commission to collect its operating costs.  The contested filing was eventually settled such that parties not transmitting through the CAISO Controlled Grid and Section 218 transactions (on-site self generation or over-the-fence transactions) were excluded from the CAISO GMC charges.  The CAISO requested, and FERC granted, an extension of this settlement until December 31, 2000.  In the interim, CAISO has been going through a stakeholder process in developing the unbundled GMC presented in this filing.

Summary of Filing

	CAISO proposes to unbundle its services into three service categories or “buckets”.  These three buckets are: (1) Control Area Services/Scheduling; (2) Inter-Zonal Scheduling; and (3) Market Operations/Billing and Settlements.  Control Area Services include CAISO costs of ensuring reliable, safe operations of the transmission grid and entire Control Area.  The Inter-Zonal Scheduling includes the costs of CAISO’s Congestion Management.  Finally, Market Operations Services include the CAISO’s costs of market and settlement related services.  The claimed objective of the unbundling of the GMC is to allocate costs fairly among all CAISO system users, and minimize cost subsidization among Market Participants.  In achieving this goal, CAISO claims that its costs should be attributed to those entities that caused them to be incurred.

	CAISO’s Control Area Services charge implicates IEP’s interests particularly for QF units or new project developers with “behind-the-meter” load.  (These would be loads unrelated to direct operation of the generating unit, such as host facility electric loads.)  The billing determinant for this service bucket is based on all Control Area Gross Load and exports.  CAISO defines “Control Area Gross Load” as all Demand for Energy within the ISO Control area, while excluding auxiliary Load or Load that is electrically isolated from the ISO Control Area (i.e., Load that is not synchronized with the CAISO Control Area).  CAISO’s Control Area Services charge would include on-site or over-the-fence load because it is synchronized with the ISO Control Area and is provided to meet demand for energy within the ISO Control area.  CAISO alleges that it is fair to charge QF behind-the-meter load because QFs benefit from the Control Area Services that CAISO provides.  CAISO’s proposal represents an attempt to charge interconnected entities for consumption of energy that is not wheeled through the CAISO Controlled Grid.  It would be in addition to any current costs collected through utility “standby” or “supplemental energy” rates.

Next Steps

	IEP should consider intervening and/or filing a protest to the CAISO’s GMC to protect the interests of its membership.  In essence, CAISO is attempting to do away with certain economic benefits previously afforded under the Section 218 facility exemptions by assessing a charge to behind-the-meter load.  CAISO’s “fairness” and “cost-causation” rationales for assessing these charges are questionable, because over-the-fence and on-site load should not impact CAISO’s operating costs nor do these QFs benefit, because these QF units are not using the CAISO grid to deliver their load.[footnoteRef:2]  If approved, CAISO’s GMC would significantly change utility rates that will impact existing cogenerators and 218 configurations and well as the economics behind any future 218 development.  Please let us know how you would like us to proceed in this matter. [2:  Recently, in the FERC QF-PGA case, FERC Staff filed testimony stating that such operations do not implicate use of the CAISO Controlled Grid.] 


