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ADVICE 1813-E-A 
(U 338-E) 

PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 
ENERGY DIVISION 

SUBJECT: Supplement to Advice Letter 1813-E and Submission of 
Southern California Edison Company’s and the 
California Independent System Operator’s Revised Local 
Area Reliability Unit Commitment and Dispatch 
Procedure Pursuant to Resolution E-3888 

Southern California Edison Company (SCE) and the California Independent 
System Operator (ISO) hereby submit for filing the revised Local Area Reliability 
Unit Commitment and Dispatch Procedure (Procedure) developed in compliance 
with Decision (D.) 04-07-028 and Resolution E-3888. 

PURPOSE 

This supplemental advice filing incorporates the modifications to Advice Letter 
1813-E ordered in Resolution E-3888 which was adopted by the Commission 
on August 19, 2004 (Resolution).  This supplemental filing replaces in its 
entirety Advice 1813-E filed on July 26, 2004. 

Advice 1813-E was filed in compliance with D. 04-07-0281 which directed SCE 
(and the other investor-owned utilities (IOUs)) to schedule and procure 
sufficient and appropriate resources, both systemwide and locally within its 
service territory, to meet its customers’ needs, and to permit the CAISO to 
maintain reliable grid operations.2  The advice filing presented for Commission 
review and accelerated approval, the scheduling and dispatch Procedure that 
SCE and the ISO agreed will enhance the reliability of the electric system in 

                                                 
1  “Interim Opinion Regarding Reliability Issues” issued on July 8, 2004, hereafter Decision or D. 04-07-028. 
2  D. 04-07-028, mimeo at pp. 28-32. 
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SCE’s service territory.  The advice filing noted that the parties intend to file a 
separate advice filing concerning reliability-related procurement transactions.3 

Advice 1813-E requested that the Commission immediately issue a resolution 
approving the Procedure and incorporating it into SCE’s approved procurement 
plan.  Specifically, SCE and the ISO requested that Commission approval of the 
Procedure confirm the following directives in D. 04-07-028:  

•  The Procedure complies with the Commission’s directives in 
D.04-07-028; 

•  The activities and transactions described in the Procedure 
are deemed part of SCE’s approved procurement plan;  

•  The activities described in the Procedure establish the AB 57 
upfront achievable standards and criteria under which SCE 
shall conduct local reliability commitment and dispatch 
under its approved procurement plan; and 

•  SCE is authorized to seek recovery of all reliability-related 
procurement costs incurred as a result of implementing 
D.04-07-028 as part of its approved procurement plan in an 
ERRA proceeding, to the extent such costs are not first 
recoverable through FERC-jurisdictional rates.  

The August 19th Resolution approved Advice 1813-E with certain modifications.  
The Resolution ordered that: (1) the word “all” be removed from the fourth 
bullet as quoted above; (2) SCE and the ISO work together to file a separate 
procurement advice letter concerning reliability-related procurement 
transactions as expeditiously as possible; (3) the Procedure be revised to 
include the approved effective date and termination date (see Procedure, p. 1); and 
(4) the Procedure clarify that the ISO will post the Local Area Capacity 
Commitment Table on its website in a timely manner so that it is equally 
available to all market participants (see Procedure, p. 2).  Each of these 
modifications is hereby incorporated into this supplemental advice filing.  A 
copy of the revised Procedure is attached as Appendix A to this filing.   

BACKGROUND 

On July 8, 2004, the Commission issued D.04-07-028 to clarify and modify 
prior Commission orders concerning the IOUs’ obligation to proactively assist 
the ISO in managing system-wide transmission congestion and assuring local 

                                                 
3  Consistent with D. 04-07-028’s suggestion, SCE will seek cost recovery of the additional reliability-related 

costs incurred as a result of implementing the requirements of D.04-07-028 through its Federal Energy 
Regulatory Commission (FERC) Reliability Services tariff provisions before seeking recovery of such costs in 
an ERRA proceeding.   
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area reliability.4  The Decision requires the IOUs to consider reliability factors 
and incorporate all known and reasonably anticipated ISO-related costs 
(including congestion, re-dispatch and must-offer costs), when evaluating 
resource options.  The Decision arose from an Assigned Commissioner’s Ruling 
on Reliability Issues dated June 10, 2004 (ACR), which found that the 
reliability of the state’s electric system would be enhanced if the ISO took all 
necessary steps to provide all load serving entities with the information they 
need to procure and schedule resources in a manner that supports reliable grid 
operations, and the utilities used such information when scheduling 
resources.5 

In compliance with D. 04-07-028 and the ACR, SCE and the ISO met and 
developed the Procedure which was attached to SCE’s Advice 1813-E.  The 
Procedure described how SCE will commit and schedule local area generation 
in the ISO’s day-ahead market to reduce the ISO’s Must-Offer waiver denial 
and real time re-dispatch requirements.  SCE and the ISO jointly submitted the 
Procedure to the Commission for approval to ensure that the agreed-upon 
activities are consistent with the Commission’s directives, and that all costs 
reasonably incurred by SCE in performing the reliability-related activities are 
fully recoverable by SCE as part of SCE’s approved procurement plan. 

D. 04-07-028’s Modification of SCE’s Approved Procurement Plan 

In addition to modifying and clarifying prior Commission decisions, D. 04-07-
028 modifies SCE’s approved procurement plan.  Specifically, D.04-07-028 
modifies the following aspects of SCE’s approved procurement plan: 

 The Decision Clarifies the Definition of “Least Cost Dispatch”: “Accordingly, 
a utility scheduling practice or procurement plan that focuses 
solely on least cost energy, without regard to deliverability of the 
procured energy to load or to local reliability, is not in compliance 
with our prior decisions, approved short-term procurement plans, 
and Assembly Bill (AB) 57.”6 

 The Utilities’ Least-Cost Scheduling and Procurement Activities Must Include 
ISO Reliability-Related Costs: “. . . utilities should not limit their 
assessment to least cost day-ahead scheduling and procurement 
practices but must incorporate all CAISO–related forward 
commitment costs that result from the utilities’ scheduling and 
procurement decisions.  These costs should include all known or 

                                                 
4  D.04-07-028 modifies D.02-10-062, D.02-12-074, D.03-12-062 and D. 04-01-050 in Rulemaking 01-10-024. 
5  Id. at p. 7. 
6  Id. at pp. 9-10. 
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reasonably anticipated CAISO-related costs including congestion, 
re-dispatch, and must-offer costs.”7 

 The Utilities’ Least-Cost Scheduling and Procurement Activities Must 
Incorporate Available ISO Information: “We expect each utility to use 
whatever information it may lawfully obtain, and that the CAISO 
may lawfully disseminate. . ., to improve upon the current 
situation”8  

 The Utilities Should Minimize Use of RMR Contracts: “. . . while the 
Commission understands that some limited (and cost efficient) 
continuation of RMR contracts may be necessary as a backstop 
mechanism in the future, a policy that encourages the CAISO to 
assume greater procurement responsibility in connection with 
local area reliability would be shortsighted.  Moreover, consumers 
would be ill served by such a short-sighted policy.  Therefore, we 
encourage a comprehensive planning approach via IOU scheduling 
and procurement to minimize the need for RMR contracts.  This 
policy will facilitate better overall resource planning and reduce 
the potential vulnerability to price and market design changes 
that could dramatically increase the cost of RMR contracts in the 
future.”9 

 The Prior Restriction on Use of Bilateral Contracts Is Relaxed: “Today we 
relax the restrictions on negotiated bilateral contracts so that the 
utilities may take appropriate actions to reduce overall costs and 
increase local area reliability.  In addition to the limited 
circumstances enumerated in D.03-12-062 at Conclusion of Law 
15, we authorize the utilities to engage in bilateral negotiated 
contracts for capacity and energy from power plants where the 
purpose is to enhance local area reliability [footnote omitted].  
Utilities may include such transactions in their quarterly 
compliance filings, for approval if there is no objection.”10 

 The Prior Limitations on Use of Spot Market Transactions is Relaxed: “To the 
extent that utilities see the need to engage in spot-market 
transactions to enhance local area reliability, whether on their 
own accord or in response to information provided by the CAISO, 
they should do so whether or not those transactions will raise the 
total percentage above 5% of the total monthly need.  The utilities 
should not be restricted by this general guideline from taking 
actions that enhance local area reliability and reduce overall costs.  

                                                 
7  Id. at p. 10. 
8  Id. at p. 12. 
9  Id. at pp. 15-16. 
10  Id. at p. 17. 
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Of course the utilities may include in their quarterly compliance 
filings any transactions above the 5% guideline, for approval if 
there is no objection.”11 

 Cost Recovery For Reliability-Related Transactions is Approved: “Utilities 
may recover costs incurred for reliability purposes consistent with 
this order [D.04-07-028].  That is, actions taken in furtherance of 
the directives in this order are deemed consistent with the utilities’ 
already approved short-term procurement plans and thereby 
subsumed with the protection provided by AB 57.”12 

SCE’s Recovery of Reliability-Related Costs 

In accordance with D.04-07-028, SCE will pursue cost recovery of the 
additional reliability-related costs incurred as a result of implementing the 
requirements of D.04-07-028 through its FERC Reliability Services tariff 
provisions.13  In the event such costs are not recoverable through FERC-
jurisdictional rates, D. 04-07-028 authorizes SCE to seek cost recovery of 
reliability-related costs in an ERRA proceeding.14  SCE is seeking approval to 
establish a Reliability Cost Memorandum Account to track reliability costs 
incurred as a result of implementing D.04-07-028, through a separate advice 
letter filed with the Commission on July 22, 2004.15 

EFFECTIVE DATE 

This advice filing is effective as of August 19, 2004, as set forth in Resolution  
E-3888. 

Southern California Edison Company 

 

Akbar Jazayeri 

AJ:ll/pf 
Attachment 

                                                 
11  Id. at p. 18; the Commission noted, however, that the vast majority of the IOUs’ procurement practices should 

continue to take place in the forward markets.  Id. at p. 19. 
12  Id. at p. 22. 
13  SCE’s Reliability Services Rate Schedule, Appendix VI to SCE’s Transmission Owner Tariff. 
14  D.04-07-028, mimeo, p. 23. 
15  SCE Advice 1810-E dated July 22, 2004. 


















