*Please note: Because this PRR is closely linked to PRR 1690, the posted response will also be included in this PRR for reference.

Hi Alan and Bonnie,

Below is an official response to questions on 1690 (more clearly captured than my summarizations during the PRR meeting).    

PRR 1690 covers a narrow and well-defined scenario – moving power between non-contiguous portions of the same balancing authority area.  The PRR explains there is operational benefit from having such transactions reported on separate eTags.  Such schedules also do not pose the sort of operational and market risks as schedules FERC has deemed to be circular schedules in prior instances.  The CAISO understands PG&E’s concern that a market participant could cite the language from this PRR to justify breaking up the legs of a circular schedule into separate transactions and evade the impact of the settlement rule.  The CAISO addressed this concern when it proposed the circular scheduling settlement rule in 2012.  The CAISO explained that if “it believes that a market participant intentionally sought to circumvent the proposed settlement rules by submitting multiple e-Tags that “chop-up” the path of what is essentially a single transaction so as to avoid application of the proposed settlement rule, then DMM would consider referring that conduct as either potentially manipulative or involving the submission of false information.  The same would apply if there were reason to believe that a single scheduling coordinator sought to avoid the settlement rule by including a third party on the e-Tag where there was no legitimate arm’s-length transaction between the two parties.” (CAISO transmittal letter, p.15.  also review CAISO answer to protest and comments, pp.8-10).  The CAISO has been monitoring, and will continue to monitor, for transactions that seek to circumvent or evade the settlement rule.  As relates to PRR 1690,  this monitoring would include the use of separate eTags for a schedule sourcing and sinking in the same balancing authority area, unless the schedule was used to move power between non-contiguous portions of the same balancing authority area.

~Michael Martin
