
 

 
 

 Board of Directors 
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8-5 
Subject 

Adopt CEQA determination and authorize approval of an operating agreement with the California Independent 

System Operator for the Colorado River Aqueduct power system and adopt a resolution establishing 

Metropolitan’s Colorado River Aqueduct resource adequacy requirements 

Executive Summary 

This action authorizes the execution of an operating agreement with the California Independent System Operator 

(CAISO) that establishes the requirements for Metropolitan to operate the Colorado River Aqueduct (CRA) 

power system under the jurisdiction of the CAISO.  This action will also adopt a resolution that establishes how 

Metropolitan will demonstrate that it has the resources and reserves to reliably meet the needs of the CRA power 

system. 

Timing and Urgency 

Presently, Southern California Edison (Edison) provides the operational requirements for Metropolitan’s CRA 

power system as part of the CAISO under an agreement in place since 1987 known as the Service and Interchange 

Agreement (SIA).  The SIA will terminate on September 30, 2017, and Edison has elected not to renew the 

agreement due to changing regulations that have impacted electric utilities.  Metropolitan has negotiated an 

agreement directly with the CAISO.  This operating agreement will allow Metropolitan to operate the CRA power 

system independently from Edison starting October 1, 2017. 

Details 

Background  

Metropolitan owns a 230,000-volt transmission system that provides power to its CRA pumps located in eastern 

San Bernardino and Riverside Counties.  Metropolitan also has long-term contracts for energy from Hoover and 

Parker Dams.  This energy is transmitted over the transmission lines to the CRA pumps.  Additional power from 

the energy marketplace is acquired as needed.  For the past 30 years, Metropolitan’s CRA transmission and 

energy resources have been integrated with the power system of Edison.    

Under the SIA, Edison provides numerous energy and transmission services for Metropolitan’s CRA power 

system.  Through the SIA, Edison combines Metropolitan’s transmission and energy resources, including energy 

from the Hoover and Parker Dams, with its own resources and operates the combined systems in a manner that 

achieves maximum value for both parties.  As the energy industry in California has changed due to deregulation 

in the late 1990s, the creation of the CAISO, the energy crisis in 2000-2001, and the implementation of electrical 

reliability standards in 2007, Edison’s ability to benefit from its agreement with Metropolitan has diminished.  

Consequently, Edison has determined that it will no longer provide CRA electrical services to Metropolitan upon 

termination of the SIA on September 30, 2017. 

Metropolitan staff has evaluated options for replacing the SIA, including performing the energy and transmission 

services currently provided by Edison with in-house personnel.  This option was determined to be infeasible and 

undesirable due to the associated time constraints, costs, and lack of necessary facilities and personnel.  Staff 
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determined that contracting with other entities to provide the services previously provided by Edison was the most 

cost-effective and operationally desirable option.  This action requests: (1) authority to execute an operating 

agreement with the CAISO under specified terms and conditions, and (2) adoption of a resolution pertaining to 

Metropolitan’s resource adequacy requirements.  Next month, staff will be recommending that the Board 

authorize the execution of two agreements under which the Arizona Electric Power Cooperative (AEPCO) would 

provide energy and transmission services for the CRA power system.   

California Independent System Operator 

The CAISO has developed under both state and federal law.  The federal Energy Policy Act of 1992, among other 

things, introduced competition to the wholesale energy markets.  Subsequent orders from the Federal Energy 

Regulatory Commission  approved the creation of independent system operators and regional transmission 

organizations to control and operate the electrical grid in order to facilitate open access to wholesale power 

markets.  The CAISO was created by California’s Electric Utility Industry Restructuring Act of 1996 (AB 1890) 

and began operations in 1998.  AB 1890 required California’s Investor-Owned Utilities (IOUs), including Edison, 

to turn over operational control of their transmission facilities to the CAISO. 

The CAISO now operates the largest Balancing Authority Area (BAA) in California.  The BAA is the geographic 

area in which an entity is responsible for reliably operating the transmission system and balancing loads and 

resources.  Metropolitan’s CRA power system is within the BAA of the CAISO, but, unlike the IOUs, 

Metropolitan has never turned over control of its transmission system to the CAISO. 

From the creation of the CAISO to the present, Edison has provided energy and transmission services to 

Metropolitan under the SIA in a manner not contemplated in the pre-deregulation world of vertically integrated 

IOUs with monopoly control of transmission facilities and energy resources.  In order to both fulfill its contractual 

obligations under the SIA and comply with CAISO Tariff requirements, Edison has aggregated its energy and 

transmission resources with Metropolitan’s for scheduling purposes, thereby shielding Metropolitan from direct 

obligations to comply with CAISO requirements.  Consistent with its post-deregulation business model, Edison 

has elected not to renew the SIA, necessitating a direct relationship between Metropolitan and the CAISO. 

Metropolitan-CAISO Operating Agreement 

The Metropolitan-CAISO Operating Agreement that is the subject of this action governs the operations of 

Metropolitan’s CRA power system within the CAISO’s BAA.  The key terms and conditions of this agreement 

are as follows: 

 The term of the agreement is from October 1, 2017, until terminated for cause by the CAISO, without 

cause by Metropolitan upon 12 months’ written notice, or by mutual agreement of the parties; 

 Metropolitan will not turn over control of its transmission system to the CAISO; 

 Metropolitan can use its transmission ownership rights to schedule its energy resources to its CRA 

pumps, thus avoiding the CAISO transmission system and the associated transmission access charge;  

 CAISO will accept Metropolitan’s imports and exports of capacity, energy, and ancillary services, 

consistent with the requirements of the CAISO Tariff; 

 CAISO will be permitted to utilize the unused portion of Metropolitan’s transmission lines, although the 

first priority of the transmission lines is to serve the CRA pumps; 

 Without impacting water deliveries, Metropolitan will accommodate CAISO requests to interrupt pump 

loads at Gene and Intake with compensation to Metropolitan; 

 CAISO will perform required and requested operational studies for Metropolitan’s power system; and 

 Provisions for mutual indemnification of third-party claims and limited liability for damages are 

included. 
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Metropolitan Resource Adequacy Program 

Resource Adequacy (RA) refers to providing sufficient resources to adequately and reliably meet the power needs 

of a utility’s electrical load.  Metropolitan has or can acquire adequate resources to meet the needs of its CRA 

power system.  Metropolitan’s resources include the hydroelectric facilities at Hoover and Parker Dams and 

supplemental power and other services purchased, as needed, at the Mead Substation.  While Metropolitan will 

now be subject to the RA requirements of the CAISO Tariff, Metropolitan’s exposure to RA costs will be 

mitigated by both: (1) the creation of the Metropolitan-specific Transmission Access Charge (TAC) area, and 

(2) Metropolitan’s ability, as a utility not regulated by the California Public Utilities Commission, to establish 

certain elements of its RA requirements pursuant to the approval of its Board (or Local Regulatory Authority 

(LRA)). 

The creation of a Metropolitan-specific TAC area defined by the geographic boundary of Metropolitan’s 

transmission system in southeastern California was approved by the CAISO Board on May 1, 2017, and assures 

that Metropolitan’s RA requirements will be based solely on its impacts to the CAISO grid.  Absent this TAC 

area, Metropolitan would share in the aggregated impacts of the highly developed southern California region. 

The ability of the Metropolitan Board to act as the LRA allows Metropolitan to define its own RA Program and 

incorporate its unique electrical load and resource characteristics when establishing RA requirements.  The 

Board’s adoption, through this action, of the resolution in Attachment 1 will serve as the LRA approval of the 

elements of Metropolitan’s RA Program. 

The resolution will authorize the following elements of Metropolitan’s RA Program: 

 Reserve Margin – The amount of additional capacity Metropolitan must procure above its forecast peak

demand.  The Reserve Margin will be 5%.  This margin, lower than the value used by most other entities,

recognizes the lack of variability in the CRA load, the ability to interrupt pumping at Gene and Intake,

and the strong, redundant alternatives to energy outside the CAISO;

 Qualifying Capacity – The energy resources that Metropolitan will be permitted to count in meeting its

RA requirements.  Specifically, the Qualifying Capacity of Hoover and Parker Dams when statically

scheduled shall be based on Bureau of Reclamation forecasts.

 Demand Response – The ability to reduce demand.  The Gene and Intake Pumping Load Interruption

Program provides for the dropping of pumps at Gene and Intake to reduce the energy requirements of the

CRA.  This will reduce CRA demand by over 1/3, up to a maximum of 109 megawatts.

The resolution will also authorize the General Manager to develop, implement, and revise those aspects of 

Metropolitan’s RA Program that do not require LRA approval under the CAISO Tariff.

Policy 

Policy principle on Energy/Restructuring (Minute Item 41941, June 11, 1996) 

Policy principle on Energy (Minute Item 47598, August 19, 2008) 

California Environmental Quality Act (CEQA) 

CEQA determination for Option #1: 

The proposed action is not defined as a project under CEQA because it involves continuing administrative 

activities (Section 15378(b)(2) of the State CEQA Guidelines).  In addition, the proposed action is not subject to 

CEQA because it involves other government fiscal activities, which do not involve any commitment to any 

specific project which may result in a potentially significant physical impact on the environment 

(Section 15378(b)(4) of the State CEQA Guidelines). 

The CEQA determination is: Determine that the proposed action is not defined as a project and is not subject to 

CEQA pursuant to Sections 15378(b)(2) and 15378(b)(4) of the State CEQA Guidelines. 
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5/30/2017 
James F. Green 
Manager, Water System Operations 

Date 

5/30/2017 
Jeffrey Kightlinger 
General Manager 

Date 

Attachment 1 – Resolution Authorizing the Adoption of Resource Adequacy Program Elements 

Ref# wso12654693 

CEQA determination for Option #2:  

None required 

Board Options 

Option #1 
Adopt the CEQA determination that the proposed action is not defined as a project and is not subject to 
CEQA, and 

a. Authorize the General Manager to execute the Operating Agreement with the California Independent
System Operator; and

b. Adopt the resolution on Metropolitan’s resource adequacy requirements in the Board’s capacity as
Metropolitan’s Local Regulatory Authority

Fiscal Impact: Annual costs are estimated at $600,000 of budgeted O&M funds.  This estimate assumes a 
delivery of 1 million acre-feet on the CRA.  Annual costs would decrease as the amount of CRA pumping 
decreases.  There are no costs associated with the resolution.   
Business Analysis: Execution of the Operating Agreement will allow Metropolitan to operate its CRA 
electrical system under the jurisdiction of the CAISO.  The Operating Agreement and the provisions of the 
resolution provide for unique treatment of the CRA electrical system outside the standard CAISO Tariff 
obligations.  This will allow Metropolitan to obtain the maximum benefit from its ownership of the CRA 
transmission lines. 

Option #2 
Do not authorize the execution of the Operating Agreement or adopt the resource adequacy resolution 
Fiscal Impact: Unknown increased costs for operating under the standard CAISO Tariff provisions  
Business Analysis: Without the Operating Agreement and resolution, Metropolitan would operate under the 
standard CAISO Tariff provisions which are much less favorable than those negotiated in the Operating 
Agreement.  Services to be provided by CAISO under the Operating Agreement may no longer be available 
and would have to be provided by another party.  It is unlikely that any new agreements could be in place by 
the time the Service and Interchange Agreement with Edison expires. 

Staff Recommendation 

Option #1 



6/13/2017 Board Meeting 8-5 Attachment 1, Page 1 of 2 
 
 

THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA 
RESOLUTION ____ 

RESOLUTION AUTHORIZING THE ADOPTION OF RESOURCE ADEQUACY PROGRAM 
ELEMENTS 

AS METROPOLITAN’S LOCAL REGULATORY AUTHORITY 
 
 
WHEREAS, the Metropolitan Water District of Southern California (Metropolitan) owns and maintains its 
Colorado River Aqueduct transmission and electric system (CRA System) to serve the electrical needs of 
its pumps along the Colorado River Aqueduct.   
 
WHEREAS, Metropolitan is a party to a Service and Interchange Agreement with the Southern California 
Edison Company (Edison) for the management of the CRA System, which will terminate 
September 30, 2017. 
 
WHEREAS, Metropolitan has negotiated an Operating Agreement, effective October 1, 2017, with the 
California Independent System Operator Corporation (CAISO) under which Metropolitan will assume 
management of its own CRA System load. 
 
WHEREAS, Metropolitan will be responsible for meeting the resource adequacy requirements of the 
CAISO tariff, previously met for Metropolitan by Edison, to ensure reliable electrical service. 
 
WHEREAS, Metropolitan has authority to maintain control over what is required to meet resource 
adequacy requirements for its unique CRA System load by developing its own resource adequacy 
program, which shall include (1) a reserve margin; (2) criteria for determining qualifying resource 
types and their qualifying capacity; and (3) the Gene and Intake Pump Load Interruption Program.  
 
WHEREAS, the Metropolitan Board exercises this authority as the governing body for Metropolitan 
and is considered a “Local Regulatory Authority” (LRA) under the CAISO tariff.  
 
WHEREAS, the CAISO will accept the reserve margin and qualifying capacity determinations by 
Metropolitan’s LRA, and account for the demand response achieved by the Gene and Intake Pump 
Load Interruption Program, in determining Metropolitan’s resource adequacy obligations, thus 
avoiding higher default requirements that would impose greater costs on Metropolitan than needed to 
reliably manage the demands of its CRA System load.  
 
NOW, THEREFORE, THE METROPOLITAN BOARD OF DIRECTORS HEREBY FINDS AS 
FOLLOWS: 
 

Section 1.   Consistent with applicable provisions of the Operating Agreement between CAISO 
and Metropolitan and applicable sections of the CAISO tariff, the Board of Directors hereby asserts its role 
as the LRA for Metropolitan. 

 
Section 2.  As the LRA, the Board of Directors hereby adopts this Resolution approving the 

following elements of Metropolitan’s Resource Adequacy Program: (1) a reserve margin of 105% of peak 
load; (2) qualifying capacity of use-limited, non must-offer resources such as Hoover and Parker based on 
either entitlement or forecast capacity; and (3) the Gene and Intake Pump Load Interruption Program. 
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Section 3. The General Manager, or the General Manager’s designee, is hereby authorized and 
directed to implement and manage Metropolitan’s Resource Adequacy Program and adopt or modify meter 
standards governing Metropolitan’s meter-related activities in compliance with CAISO requirements. 

IN WITNESS WHEREOF, the Metropolitan Board of Directors has caused this Resolution to be signed by 
the Chairman of the Board of Directors and the Secretary of the Board of Directors of Metropolitan, and 
sealed with the corporate seal.  

Chairman of the Board of Directors 
of The Metropolitan Water District 

of Southern California 

Secretary of the Board of Directors 
of The Metropolitan Water District 

of Southern California 

COUNTERSIGNED: 

Governing Law. This Resolution shall be construed and governed in accordance with the laws of the State 
of California.  

I HEREBY CERTIFY that the foregoing is a full, true and correct copy of a Resolution adopted by the 
affirmative votes of members representing more than 50 percent (50%) of the total number of votes of all 
members of the Board of Directors of The Metropolitan Water District of Southern California at its meeting 
held on June 13, 2017.  

Secretary of the Board of Directors 
of The Metropolitan Water District 

of Southern California 

General Manager 
of The Metropolitan Water District 

of Southern California 
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