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Contact
Shawn-Dai Linderman (shawndai@cal-cca.org)

1. Please provide a summary of your organization’s general comments on the Discussion
Paper and November 14 meeting.

The California Community Choice Association (CalCCA) appreciates the opportunity to comment on the
California Independent System Operator’s (CAISO) Congestion Revenue Rights (CRR) Discussion Paper.
CalCCA supports the CAISO taking on an initiative to ensure the CRR market design achieves the foundation
purposes set by Federal Energy Regulatory Commission and CAISO precedent.[1] The comments herein
recommend, in summary, that the CAISO:

» Consider battery energy storage system (BESS) load as eligible loads and eligible sinks in the allocation
process;

» Evaluate how to change its CRR product definitions, either by redefining the hours of peak and off-peak or
adding additional products; and

» Explore CRR auction efficiency to determine if a change to the auction is needed to ensure CRRs can be
effectively used as hedges by entities engaging in forward energy contracting and minimize systemic
losses paid for by transmission ratepayers.

[1] Discussion Paper at 3 and 5.

2. Please provide your organization’s comments on the tentative working group schedule
found on slides 8 and 36 of the presentation from the November 14 meeting.

CalCCA supports the tentative working group schedule. The working group will progress through foundations,
analysis, policy scope, problem statements, and an issue paper by the second quarter of 2025. This provides
the right amount of time to discuss the issues before turning to the policy development phase.

3. Are there any topics that your organization would find it especially helpful to devote time to
at future working group meetings? These could be topics covered in the discussion paper,
topics that came up in the November 14 meeting, or topics not covered at all so far. Any
specific level setting topics on the history or current CAISO processes and procedures
related to CRRs?

The CAISO should have one working group meeting on level-setting, including the current CAISO processes
and the use of CRRs in hedging, and at least one working group meeting on analysis depending on the volume
of requests for analysis put forth by stakeholders. The CAISO should also hold working group meetings that
allow parties to present their own proposals, including more in-depth presentations on the proposals put forth in
the stakeholder catalog and other proposals parties develop during the working group process.

4. Are there any topics that your organization would find it especially helpful to devote time to
at future working group meetings? These could be topics covered in the discussion paper,
topics that came up in the November 14 meeting, or topics not covered at all so far. Any
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level setting topics on the use of CRRs in hedging that you would like to present (or would
like to see presented by others)?

See response in section 3 above.

5. Please provide your organization’s comments on the draft problem statements listed in the
Discussion Paper and discussed at the November 14 meeting. Does your organization have
any proposed changes or additional proposed problem statements?

New Problem Statement

The CAISO should add the following problem statement: BESS storage load is not considered an eligible load or
eligible sink under tariff section 36.8.2.

While pumped storage load is considered an eligible load and eligible sink under the tariff, BESS load is not.
Load-serving entities (LSE) with pumped storage in their portfolios are allocated a potentially significant amount
of CRRs to hedge congestion to their storage loads. Meanwhile, LSEs with BESS loads do not receive the same
treatment. This appears inequitable and disadvantages LSEs with BESS in their portfolios. Within this initiative,
the CAISO should consider treating grid charged BESS loads the same as pumped storage loads for the
purposes of the CRR allocation, as no distinguishing characteristics between pumped storage and BESS have
been identified to justify different treatment.

Product Definition

The CAISO should explore its CRR product definitions within this initiative. As stated in the problem statement,
the current on-peak and off-peak definitions may adversely impact the ability to hedge congestion risks. The
CAISO defines peak and off-peak CRRs in its Business Practice Manual as follows:

« On normal weekdays, Monday through Saturday, off-peak hours are the hours ending 1 through 6 and
hours ending 23 and 24; on-peak hours are the hours ending 7 through 22.
« Public holidays and Sundays are treated as off-peak. That is, all 24 hours on these days are off-peak.

As renewables on the system have increased, the CAISO’s load shape and generation patterns have changed,
affecting energy flows and congestion patterns on the system. This initiative should evaluate how to change the
definitions, either by redefining the hours of peak and off-peak or adding additional products (e.g., a new super-
peak product or additional products).

CalCCA agrees with the California Department of Water Resources (CDWR) that the current definitions do not
align well with how the grid has evolved. While CDWR recommends splitting the on-peak time-of-use into super
peak (HE 17 HE21) and on-peak (HEO7 HE16, and HE22), the CAISO must perform an analysis before defining
new products and/or hours. This initiative should map energy flows by hour to determine if there is a logical way
to refine the product definitions and their time periods.

With more solar generation on the grid, there is a need to examine whether additional periods should be
defined. Since LSEs seek to hedge the risk of congestion on solar output which will only occur in daylight hours,
the current definitions of on-peak and off-peak do not address the expected operational hours. The CDWR
proposal does not address solar hours either. The Intercontinental Exchange (ICE) transacts standard solar
contracts, one that is Monday-Saturday excluding holidays and another that is seven days a week. Both define
the hours of settlement as HE 09 — HE 16. If the CAISO is going to examine changing the hours of the CRR
product, it should include in scope other changes to better accommodate needed hedging given the changing
output profile of generation.

Auction Efficiency

The CAISO should also explore CRR auction efficiency within this initiative. As stated in the problem statement,
the CRR auction only yields about 65 cents per dollar of congestion revenue. The data provided by the CAISO

and DMM is helpful and appreciated. However, more about the issue must be understood prior to any changes.
For example, the CAISO currently has a “set aside” of CRRs from imports after each of the allocation processes
(annual and monthly). In some cases, LSEs are able to get CRRs in the auction that they were not able to
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obtain in the allocation. It is not clear whether this is due to the “set aside” or due to some other cause. Before
LSEs can evaluate the efficacy of changes to the CRR auction and allocation process, it is important to
understand why LSEs are unable to obtain some CRRs in the allocation that they later obtain in the auction.

6. Please provide your organization’s comments on any additional analysis or data you
believe would help develop the problem statements and why.

The CAISO should: (1) analyze energy flows by hour to identify a logical way to redefine or add products to
account for changes in system peak and off-peak hours; (2) work with individual LSEs to identify the reason(s)
they were not able to obtain CRRs in the allocation process but later did obtain them in the allocation, as
described in section 5; and (3) provide further information on the amount and cause of CRR revenue
insufficiency.

First, regarding the flows to inform time of use for CRRs, the CAISO should evaluate whether congestion on
source-sink pairs routinely change direction at a consistent time. For example, it is possible that flows change
when solar resources begin generating at sunrise and stop generating at sunset. If this is causing a significant
change in flows on the grid, then changing CRR periods is increasingly important. In addition, the CAISO should
examine congestion on battery storage as most of its output occurs during the net load peak. The CAISO could
then evaluate whether a super-peak product, like the one recommended by CDWR, would cover such a need or
if a different product is needed.

Second, regarding LSEs unable to obtain CRRs in the allocation but later obtaining them the auction, it would be
helpful to identify why that outcome occurs. For example, is the CRR set-aside impacting the ability to get CRRs
in the allocation? As an alternative to examining each case in which an LSE requested a CRR in the allocation
but did not get it, the CAISO could model whether those CRRs would have been granted to the LSE in allocation
had the DMM proposal for the changes to the auction and its resulting impacts on the allocation process been in
place.

Third, regarding revenue insufficiency, it would be helpful to know how much of the insufficiency is due strictly to
the current auction process. The CAISO could evaluate those CRRs that would have been allocated to LSEs
under the DMM proposal (as discussed in the prior paragraph) and determine if there is any revenue
insufficiency and if so, how much.

These data points would be helpful to LSEs in determining how the proposals advanced in this initiative so far
improve load’s ability to hedge congestion risk under the proposed changes.

7. Please provide any additional comments.

CalCCA has no additional comments at this time. 43
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