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1. (Questions 1-4: OVERALL) 1. What recommendation does your organization have for which
attributes to put together to create a holistic RA process at the ISO? Please highlight how
your recommendation considers interdependencies and tradeoffs that meets the overall
objectives of RA:

The California Community Choice Association (CalCCA) appreciates the opportunity to comment on the
California Independent System Operator’s (CAISO) Resource Adequacy (RA) Modeling and Program Design
Issue Paper (Issue Paper). CalCCA makes the following recommendations for a holistic RA process, described
in more detail in the sections below:

» Develop a resource-specific unforced capacity (UCAP) counting methodology in coordination with the
California Public Utilities Commission (CPUC) and other local regulatory authorities (LRA);

» Explore modifications to the RA availability incentive mechanism (RAAIM) or replace it with a pay-for-
performance (PFP) mechanism to provide greater incentives for resources to be available during stressed
system conditions and to allow for the minimization of planned outage substitution requirements;

o Make it easier for generators to perform planned maintenance through modifications to the planned
outage substitution process that do not shift the burden of taking a planned outage onto load-serving
entities (LSEs) that do not have control over the outage; and

e Reuvisit the Maximum Import Capability (MIC) process to support the increase in out-of-state (OOS)
resources planned in LRA portfolios.

2. Does your organization have other feedback not already captured in the questions above?

CalCCA has no feedback not already captured in response to other questions.

3. Would your organization like to present at a future meeting on a specific proposal?

CalCCA does not plan to present at a future meeting on a specific proposal at this time.

4. Does your organization have any feedback back on the process for the RAMPD initiative?
CalCCA has no feedback on the process for the RAMPD initiative at this time.

5. (Questions 5-8: TRACK 1: Modeling, Default Rules, and Accreditation) What key iterations
would your organization prefer to see explored in the RA modeling inputs & assumptions in
order to have the most accurate assessment of the reliability of the CAISO BAA?

CalCCA will provide comments on RA modeling inputs and assumptions in its comments on the November 19,
2024, Workshop that will be submitted on December 10, 2024.

6. With the goal of updating the default RA rules in CAISO’s tariff in mind, what combination
of resource counting rules and resulting planning reserve margin makes the most sense
for the CAISO BAA? How frequently should these be revisited?
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The CAISO should focus its efforts on two goals. First, this effort should aim to align resource counting rules and
PRMs across LRAs to the extent possible. As described in Section 7 below, CalCCA supports the development
of UCAP counting rules and accompanying adjustments to the PRM. The CPUC is considering adopting UCAP
in its Track 3 of the RA proceeding, R.23-10-011. Development of the UCAP methodology should include a
discussion among the CAISO, the CPUC, and other LRAs to provide opportunities for all LRAs to adopt the
same resource counting methodologies and availability incentives. Second, this effort should seek to count
resources in a manner that puts all technology types on a level playing field and accurately reflects their
capabilities in both the year-ahead and month-ahead timeframes. This should include a review of the counting
methodologies for all resources (including those that would use UCAP, like thermal and storage, and those that
would not, like hydro).

7. What kind of UCAP design and implementation method would best capture relevant
considerations for resource availability in CAISO’s RA fleet?

CalCCA supports developing a UCAP design as part of the CAISO’s RA program. The CAISO should
incorporate the following design elements into its UCAP proposal:

« Align the CAISO and CPUC UCAP designs. The CPUC is considering UCAP in Track 3 of its RA
proceeding, R.23-10-011. The CAISO should work with the CPUC to ensure the UCAP methodology
adopted by the CAISO and CPUC are aligned.

» Encourage and provide opportunities for all LRAs to adopt the same resource counting_and availability
incentive methodologies. Regardless of the LRA and LSE, all resources participate in the same market
and should have the same incentives to be available. The CAISO should adopt a UCAP methodology
collaboratively with all LRAs to align on availability incentives and resource counting to the greatest extent
possible.

» Allow UCAP to dynamically capture forced outage rates rather than relying_.on the PRM. The transition to
UCAP should be a “zero-sum game” in which the reduction in resources’ capacity values is coupled with a
reduction in the PRM, so the total amount of net qualifying capacity (NQC) procured is equal with or
without UCAP. Before implementing UCAP, the CAISO and the CPUC should demonstrate that the
reduction in NQC values is coupled with a reduction in the PRM to remove forced outages.

« Ensure the transition to UCAP does not have unintended impacts on existing_contracts. CAISO’s previous
UCAP proposal in the RA Enhancements initiative defines the terms “NQC” and “Deliverable Qualifying
Capacity” (DQC) in a manner that would not disrupt existing contracts while aligning the must-offer
obligation and counting rules with the new UCAP method.[1] Under this proposal, the DQC would be
defined as the resources’ qualifying capacity adjusted for deliverability and NQC would be defined as the
DQC times the forced outage rate. In other words, the NQC would equal the UCAP value. The CAISO
should retain such an approach so that the implementation of UCAP does not result in the renegotiation of
existing contracts.

» Calculate resource-specific UCAP values to maintain the incentives for individual generators to maintain
their plants and limit forced outages. Unit-specific UCAP values are necessary because they provide
incentives for units to be available and take actions to minimize forced outages. Technology-specific
values diminish these incentives by not directly rewarding resources that are reliable with higher UCAP
values and not directly penalizing resources that are not reliable with lower UCAP values.

» Differentiate UCAP values by season or capture ambient unavailability through Pmax testing. This would
capture any potential patterns in forced outages due to temperature or other seasonal factors and ensure
NQC values reflect their expected ability to perform during peak load conditions.

» Assess forced outages during_the tightest supply cushion hours or when generation is in demand. To
provide greater incentives during stressed system conditions, the CAISO should also couple UCAP with
refinements to RAAIM or a pay-for-performance mechanism.

« Set the must-offer obligation at the deliverable qualifying_capacity amount rather than the UCAP. This will
ensure enough supply is offered into the market to account for expected forced outages without the need
for complex forced outage substitution rules.

» Calculate UCAP values for all deliverable generators. The CAISO should always calculate UCAP for all
RA-eligible generators regardless of whether they are being shown for RA at a given time. This will ensure
all resources capable of providing RA have the same incentives to maintain their plant and have a high
UCAP value for when they sell RA in the future.

» Update and publicly provide UCAP values the June prior to the annual showings, at the latest, with
updates to the PRM. This will allow LSEs to know the value of resources they are contracting for in
advance of their compliance deadlines and prevent uncertainty during the RA year.
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[1] CAISO Resource Adequacy Enhancements, Draft Final Proposal — Phase 1 and Sixth Revised Straw
Proposal, at 74: https://stakeholdercenter.caiso.com/InitiativeDocuments/DraftFinalProposal-
SixthRevisedStrawProposal-ResourceAdequacyEnhancements.pdf.

8. What improvements to CAISO’s unit testing program could better reflect the capacity of
resources in weather conditions that correlate with peak load?

Seasonal ambient derates, which are not consistently reflected in NQC values currently, should be incorporated
into resources’ NQC values either through a seasonal adjustment to Pmax values or through UCAP
implementation. This will ensure that NQC values reflect their expected ability to perform during peak load
conditions. The CAISO should also reflect ambient derates in its reliability modeling to accurately capture
resources’ contribution to reliability.

9. (Questions 9-14: TRACK 2: Outage and Substitution and RAAIM Reform) 1. What are the
pros and cons of a mandatory substitution buffer provided by LSEs in the annual/monthly
procurement horizon versus an outage substitution pool funded by SCs taking outages
administered by the CAISO (e.g.)? What specific approach to outage and substitution
would your organization like to see proposed in the future straw proposal and why? )

The CAISO should explore the planned outage substitution process with the goal of making it easier and more
cost-effective for generators to take planned outages. Planned maintenance, coupled with the right incentives, is
a critical part of ensuring resources can be relied upon to be available when needed. The CAISO proposes four
options to improve the planned outage substitution process for consideration: (1) a voluntary planned outage
substitution pool; (2) a planned outage buffer; (3) annual or seasonal RA showings; and (4) removing planned
outage requirements and replacing them with stronger incentives and better information on risk periods.

As the CAISO weighs these options, it should ensure whatever solution is pursued does not shift the burden of
taking a planned outage from generators to other entities that do not have control over the outage. Option 2 and
Option 3 will shift the burden of taking a planned outage onto LSEs and should not be considered. Under Option
2, a generic buffer that adds additional demand to an RA capacity market that is already scarce does not provide
generators the right incentive to plan their outages during times that minimize impacts on system reliability. The
same problem generators face (lack of substitute capacity) would simply be shifted from the entity that can
control the timing of a planned outage, the generator, to an entity that cannot, the LSE. Under Option 3, LSEs
would potentially lose access to hydro and imports, two important sources of RA capacity that typically make
themselves available between the year-ahead and month-ahead showings once their availability is better known.

Given this, the CAISO should move forward with both Option 1 and Option 4. The CAISO should allow resources
to take planned outages without substitution if the CAISO finds that the outage would not have a reliability
impact. If the CAISO must reject a planned outage due to a reliability impact, scheduling coordinators should
have the option to use a voluntary planned outage substitution pool to meet their substitution needs. Strong
incentives for resources to be available, like a modified RAAIM or pay-for-performance, should accompany the
increased flexibility to take planned outages to maintain the incentive to plan outages during periods with low
reliability risk.

10. Please provide your organization’s feedback on updates CAISO should make to outage
definitions and how it relates to UCAP design.

The CAISO should couple UCAP with clarifications to the definitions of outage types (forced, planned, urgent,
and opportunity) so that generators are clear about how to define their outages, and which outage types UCAP
applies to. The CAISO should also categorize its nature of work categories into those that do and do not count
towards resources’ UCAP and ensure no one nature of work should be used for both UCAP-eligible outages and
non-UCAP-eligible outages. The CAISO should also revisit its bid insertion rules to ensure that resources are
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incentivized to properly submit outages when they are unavailable so that UCAP values accurately reflect
availability.

11. How does your organization’s preferred approach to outage and substitution interact with
LRA planning rules, UCAP, and an availability and incentive mechanism?

CalCCA's proposed approach to outages and substitution would not interact with LRA planning rules. For
interactions with UCAP, see Section 10. For interactions with availability and incentive mechanisms, see Section
9.

12. For availability and incentive reforms, where/when should these incentives be managed?
For example, for what resources should incentives be managed in LRA/LSE
tariffs/contracts or in a standardized mechanism implemented by the CAISO? If managed
by a CAISO mechanism, how does your organization’s preferred approach to UCAP relate
to the availability and performance incentive design if not all LRAs resources move to
UCAP and if UCAP does not apply to all resources?

This effort, in coordination with LRAs, should seek to count resources in a manner that puts all technology types
on a level playing field by accurately reflecting their capabilities in their NQC values in both the year-ahead and
month-ahead timeframes. Resources’ availability should be accounted for in NQCs through UCAP for thermals
and storage or through other methods that consider availability, like exceedance, for resources like wind, solar,
and hydro. The CAISO should calculate UCAP values for all RA-eligible resources, regardless of whether they
are shown for RA in an LRA RA program with a UCAP framework. This will ensure all resources capable of
providing RA have the same incentives to maintain their plant and have a high UCAP value for when they sell
RA in the future, potentially to an LSE operating under an RA program with UCAP. To provide greater incentives
for resource availability during stressed system conditions, the CAISO should manage these incentives through
a modified RAAIM or pay-for-performance.

13. What specific approach to availability and incentive mechanism would your organization
like to see proposed in the future straw proposal (e.g., reforming RAAIM, moving to pay-for-
performance, etc.,)?

The CAISO, in close coordination with the CPUC and other LRAs, should propose a UCAP counting
methodology to incent availability. Tying availability to future NQC values and, therefore, future revenues in the
bilateral market, provides a better availability incentive than the current RAAIM. To provide greater incentives for
resource availability, the CAISO should manage these incentives through a modified RAAIM or pay-for-
performance, with a narrower focus on stressed system conditions, increased penalties for non-performance,
and incentives for performance funded through the penalties for non-performance.

14. If your organization would like to see RAAIM reformed, what are all the aspects that should
change (e.g., link with the EDAM RSE versus changing inputs such as: changing the
incentive level of RAAIM, when RAAIM is applied, eliminating the deadband, changing
applicability, etc.)?

See the response in Section 13.

15. (Questions 15-21: TRACK 3: Resource Visibility and Backstop Procurement Reform)
Particularly in light of the CPUC’s slice of day reforms, should CAISO assess energy
sufficiency and/or net peak needs and update CPM authority?

LRAs have their own resource counting rules and planning standards for their RA programs. While one goal of
this effort should be to align counting rules and availability incentives across LRAs through the UCAP design to
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the greatest extent possible, differences are likely to remain across LRA RA programs. The CPUC’s RA program
addresses energy sufficiency through the slice-of-day program. Other LRAs likely have different ways of
addressing energy sufficiency. Before developing a methodology to assess energy sufficiency and/or net peak
needs to inform CPM, the CAISO should consider differences in how LRAs address energy sufficiency in their
RA programs and how those differences may impact CPM and CPM cost allocation.

16. Does the decline of capacity offers into the Competitive Solicitation Process (CSP) indicate
a need for policy change in the soft offer cap methodology or other aspects of the Capacity
Procurement Mechanism (CPM) program? If so, what should these changes be and how
would they help ensure capacity is available for backstop procurement when operators
need it?

Declining capacity offers into the CSP do not indicate a need for policy change in the soft-offer cap (SOC)
methodology or other aspects of the CPM program. Declining capacity offers are not a function of the way the
CAISO'’s current backstop processes are designed but rather a function of the current lack of capacity that has
RA market prices unprecedentedly high. It is likely that generators can sell their capacity to LSEs at much higher
prices than the CPM SOC because LSEs are competing for scarce supply to meet their compliance obligations.
This does not signal a need to change the current CPM process as it relates to the SOC. The process for
defining the SOC works as intended, covering going-forward fixed costs of the marginal resources on the system
and mitigating market power. It is not intended to be, and should not be modified to be, competitive with bilateral
market prices, which currently reflect market scarcity rather than resources’ costs. The CPM was designed, in
part, as a market power mitigation tool. Since the LRAs and LSEs do not have FERC jurisdictional tariffs for
capacity, they do not have the same ability to mitigate market power as the CAISO does. Rather, LSEs face
penalties in some cases over 3.5 times the CPM soft offer cap, and some LSEs may face prohibitions on
expanding their service areas for failing to meet RA. It seems apparent that market prices are not reflecting
competitive outcomes. There is no reason to add more competition to the market in the form of inflated CPM
prices from the CAISO to exacerbate the problem further.

17. If the soft offer cap were to be changed from its current cost-based approach, what market
role would the new methodology be creating for the CPM program and why is that an
improvement on the current framework?

The SOC should not be changed from the current cost-based approach for the reasons described in Section 16.

18. What impediments exist today to showing all contracted capacity as RA or offering it into
the CSP? What structures and processes would help promote visibility and access to this
capacity?

CalCCA agrees with the CAISO'’s list of impediments to showing all contracted capacity as RA or offering into the
CSP (i.e., sold outside of the CAISO BAA, held for substitution, held for anticipated outages, not contracted,
contracted but not needed to meet RA requirements). As described in Section 16, declining capacity offers into
the CSP do not indicate a need for policy change in the SOC methodology or other aspects of the CPM

program. It could be valuable, however, for the CAISO to have increased visibility into why RA resources were
not shown to indicate how much capacity could be available should the need for CPM arise. In particular, the
CAISO and RA market participants would benefit from an understanding of where RA supply is dedicated both
internally and externally. As a starting point, the CAISO could coordinate with the WRAP to determine what data
can be shared regarding the availability of California RA supply, the availability of RA supply in the broader west,
and where such supply is dedicated.

19. Does your organization support developing a causation-based approach to allocating
EDAM RSE failure surcharges? If so, how should this approach be structured and what, if
any, are the key barriers that must be overcome?
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CalCCA supports causation-based approaches to allocating costs when it is feasible to do so accurately. A
causation-based cost allocation methodology must consider all factors that contribute to RSE failures to
accurately capture cost causation. The two-tier methodology identified in the Issue Paper does not recognize
any factors beyond an LSE’s control that may contribute to an RSE failure. Any evaluation of whether costs can
be allocated consistent with cost causation must recognize that LSE RA positions are not the only cause of RSE
shortfalls. Many factors can contribute to an RSE failure, some of which may not be related to RA positions. For
example, if an RA resource goes on outage and does not provide substitution, it is a resource availability
problem rather than an LSE RA position problem. In addition, if an RSE failure is caused by short RA positions,
the CAISO would need to first evaluate each LRA program before allocating costs to individual LSEs since the
types of capacity and their ability to meet hourly needs can differ. If cost causation cannot be accurately
determined given the many factors that contribute to an RSE failure, the CAISO should retain the pro-rata
allocation methodology currently adopted.

20. Are there new capacity products that could enhance CAISO’s approach to the EDAM RSE?

21.

22,

If so, how should they be structured and priced?

CalCCA has no comments on this topic at this time.

Does your organization have input on moving the day ahead bidding deadline to 9AM?

CalCCA has no comments on this topic at this time.

(Question 22: OTHER) Does your organization have other feedback not already captured in
the questions above?

The Issue Paper states that the CAISO plans to have additional working groups in early 2025 to discuss the
evolution of the CAISO’s deliverability methodology, among other topics.[1] When discussing the CAISO’s
deliverability methodology, the CAISO should consider enhancements to the assignment of deliverability to
resources external to the CAISO via the MIC process. As explained in the Joint LSE stakeholder catalog
submission, LSEs depend on OOS resources to meet RA requirements. Given the significant amount of OOS
resources planned for in LRA IRPs, challenges with MIC availability and uncertainty are growing concerns.[2]

[1] Issue Paper at 5.

[2] Joint LSE MIC Enhancements Catalog Submission (May 15, 2024):
https://stakeholdercenter.caiso.com/InitiativeDocuments/CalCCA-Joint-L SE-MIC-Catalog-Submission-May15-
2024.pdf.
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