4/1/25, 5:24 PM California ISO - All comments

SUBMITTED 03/26/2025, 03:27 PM

California Community Choice Association

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

1. Please provide a summary of your organization’s comments on the February 27 and March
12 stakeholder meetings and the root cause analysis

The California Community Choice Association (CalCCA) appreciates the opportunity to submit comments on the
California Independent System Operator’s (CAISO’s) root cause analysis presented at the February 27, 2025,
and March 12, 2025, working groups. CalCCA provides the following recommendations on the root cause
analysis and additional analysis the CAISO should perform on the willing buyer/willing seller proposal advanced
by the Department of Market Monitoring (DMM). In summary, the CAISO should:

» Provide a root cause analysis of auction inefficiency for the five most inefficient auctions where the
participants in the auction do not represent load or generation; and

» Re-run the annual Congestion Revenue Rights (CRR) allocation model with higher transmission limits (or
lower global de-rates) and evaluate the resulting revenue adequacy.[1]

Comments on Root Cause Analysis

The analysis provided by the CAISO regarding auction efficiency is insufficient to evaluate the problems raised
by several entities, including DMM. The analysis examined a path well-subscribed for both the allocation and the
auction. In the example, however, congestion fundamentally differed from historical patterns, which market
participants did not forecast. As a result, the bids for the path were well below the actual congestion value
realized. This scenario could likely be found for other paths as well. Market imperfections in forecasting and
bidding CRR auction values that align with realized value will always occur so long as there is imperfect
information. Examining this case therefore does not provide information on potential shortcomings in the auction
design.

The issue identified by DMM and other parties is that there are cases in which bidders to a CRR appear not to
have a congestion risk that they are hedging (i.e., they are not a generator, load-serving entity (LSE), or
marketer hedging a supply source), and the auction results routinely undervalue the CRR. The CAISO should
examine this issue by first identifying source-sink pairs in the auction that are either exclusively or nearly
exclusively bid on by entities that are not generators, LSEs, or marketers. The CAISO should then sort these
pairs based on the amount of inefficiency. This would be calculated as the auction value minus the realized
congestion revenue for the source-sink pair. Those with the most negative values are the most inefficient in the
auction. The CAISO should then take the five most inefficient source-sink pairs from this data set and examine
the root cause of the inefficiency. This root cause may be similar to those the CAISO has already identified
(e.g., unaccounted-for loop flow, flows differing significantly from historical, etc.). The CAISO should also look at
the liquidity of the bid stack for these points to evaluate if a root cause is simply a lack of competition for those
points. This more complete evaluation and set of data will better inform market participants of the issues
identified and help to evaluate whether changes to the tariff are warranted.

Comments on Additional Analysis — Willing Buyer/Willing Seller

CalCCA again requests that the CAISO simulate the 2024 CRR allocation and auction results of a prior year if
the willing buyer/willing seller proposal had been in place and provides additional detail on: (1) the rationale for
this request; and (2) the methodology the CAISO could use to perform this analysis.

LSEs should be able to evaluate proposals in this initiative based on how the proposals will affect their ability to
acquire CRRs for hedging. The willing buyer/willing seller proposal will impact the CRRs LSEs receive through
the allocation and the CRRs that market participants, including LSEs, can obtain through the auction. This
analysis will allow stakeholders to: (1) evaluate what the CRR allocation results would have been under the
willing buyer/willing seller proposal compared to actual allocations; (2) evaluate what the auction results would
be under the willing buyer/willing seller proposal compared to actual auction results; and (3) assess annual
revenue sufficiency resulting from the willing buyer/willing seller proposal compared to actual annual revenue
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sufficiency. Understanding how the allocation and auction results and revenue sufficiency would change under
the counterfactual will enable CalCCA members to assess the impacts of the proposal on their ability to obtain
CRRs through the allocation or auction, and quantify the revenue sufficiency benefits of the proposal.

DMM has stated that if the CAISO used its auction proposal, the CAISO would not need to use such a high
global derate factor. The CAISO should conduct an analysis that re-runs the annual CRR allocation model with
higher transmission limits (or lower global de-rates) and evaluate the resulting revenue adequacy.[2] The CAISO
would assess revenue adequacy based only on allocated CRRs, since all CRRs subsequently clearing the
willing buyer/willing seller auction would be completely financially backed by a counterparty.

The CAISO should provide the counterfactual results to DMM and stakeholders for their own analysis, which
could include evaluating detailed results to: (1) identify specific congested constraints preventing more CRRs
from clearing that could be relaxed under a more refined approach than using global de-rate factors; and (2)
better understand the degree to which transmission limits could be relaxed in the allocation process to increase
the amount of allocated CRRs without creating concerns about too much overall revenue inadequacy.[3]

[1] DMM has also requested this analysis. See DMM, Comments on Congestion Revenue Rights
Enhancements Scoping Discussion (Dec.13,
2024): https://stakeholdercenter.caiso.com/Common/DownloadFile/fOcf3c17-858f-4f67-8a3e-5c9d0b46db5c.

[2] CalCCA recommends performing this analysis on the annual CRR allocation model only, as
performing this analysis on a monthly level would likely be infeasible, as the monthly allocation requests are
contingent on prior annual allocation and auction results.

[3] See DMM, Comments on Congestion Revenue Rights Enhancements Scoping Discussion (Dec.13,
2024) at 4: https://stakeholdercenter.caiso.com/Common/DownloadFile/fOcf3c17-858f-4f67-8a3e-5¢c9d0b46dbSc.

2. Please provide your organization’s comments on the CRR Market section of the analysis
(slides 11-22)

CalCCA has no additional comments at this time.

3. Please provide your organization’s comments on the CRR Auction Efficiency section of the
analysis (slides 23-44)

CalCCA has no additional comments at this time.

4. Please provide your organization’s comments on the CRR Auction Efficiency Study Case
section of the analysis (slides 45-73)

CalCCA has no additional comments at this time.

5. Please provide your organization’s comments on the Revenue Inadequacy Analysis section
of the analysis (slides 74-162)

CalCCA has no additional comments at this time.

6. Please provide your organization’s comments on the CRR Settlements Reversal section of
the analysis (slides 163-208)
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CalCCA has no additional comments at this time.

7. Please provide your organization’s comments on the Congestion Patterns in Day-Ahead
Market section of the analysis (slides 209-225)

CalCCA has no additional comments at this time.

8. Please provide your organization’s comments on what this analysis should mean for the
problem statements on which CRR policy changes will be based

CalCCA has no additional comments at this time.
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