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1. General Comments
Please provide your high-level comments on the overall direction of the Straw Proposal.

The California Community Choice Association (CalCCA) appreciates the opportunity to comment on the
California Independent System Operator’s (CAISO) Balancing Authority Area (BAA) Level Market Power
Mitigation (MPM) and Scarcity Pricing Straw Proposal (Straw Proposal). CalCCA directionally supports the
CAISO’s Straw Proposal and recommends that the CAISO:

Adopt the CAISO’s proposed grouping approach to BAA-level MPM;

Include the CAISO in the BAA-level MPM tests consistent with other BAAs;

Exclude net buyers from the pivotal supplier designation;

Use CAISO’s proposed Option 2 for identifying which suppliers to mitigate;

Pursue targeted modifications to scarcity pricing and pause discussion of a wholesale redesign until

issues with flexible ramping product performance and ancillary service procurement are resolved;

« Run a counterfactual of the August 14, 2020, load shed events to see the impacts of each of the CAISO’s
proposed options for reflecting scarcity during load-shedding events;

» Decline to incorporate administrative pricing to reflect the scarcity value of out-of-market actions.
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2. Comments on BAA-Level Market Power Mitigation

1.Please comment on the proposal to move from an individual BAA assessment to a grouping approach.
2.Please comment on the proposal to treat the CAISO BAA consistently with other BAAs in the MPM test by
removing its default competitive status. 3.Please comment on the proposal to exclude EDAM net buyers from
pivotal supplier designation and integrate Load Serving Obligations (LSO) into the withholdable capacity
calculation. Please provide feedback on the proposed approaches for determining LSO. 4.Please comment on
the two proposals to identify which specific suppliers to mitigate within an uncompetitive group. Please state
your preferred option (if any) and provide your reasoning.

The CAISO should adopt its proposal to transition away from an individual BAA assessment to a grouping
approach for BAA-level market power mitigation. Including available supply from other BAAs in the CAISO’s test
for a BAA's competitiveness will better reflect actual market conditions and competitive dynamics.

CalCCA strongly supports the CAISO’s proposal to treat the CAISO BAA consistent with other BAAs in the MPM
test by removing its default competitive status. It is not necessary to demonstrate whether CAISO is
uncompetitive above a certain number of hours to justify the CAISO’s inclusion in the BAA-level MPM test. If the
potential exists for the CAISO BAA to be structurally uncompetitive in some hours, the CAISO should have a
mechanism to mitigate against the exercise of market power to protect ratepayers against excessively high
costs. If the CAISO is always competitive, there will be no impact on suppliers’ bids. MPM only mitigates
uncompetitive hours, not every hour, and it only mitigates bids that are above the resources’ default energy bids
(DEBSs) or the competitive locational marginal price (LMP) ensuring resources, if mitigated, still recover their
costs at a minimum. For these reasons, the CAISO BAA should be tested for competitiveness under the
grouping approach.

The CAISO should also exclude net buyers from the pivotal supplier designation because net buyers have little
incentive to exercise market power, because any attempt to increase market prices through the exercise of
market power would disproportionately increase the cost of their purchases relative to the benefit of their sales.



The CAISO’s proposal to estimate load serving obligations using historical averages, while not exact because it
is a backward-looking estimate that does not capture real-time influences on load (e.g., weather), is a
reasonable way to determine if an affiliate is a net buyer; it is administratively simple and uses recently available
information on the affiliate’s supply and demand balance.

When identifying which specific suppliers to mitigate in an uncompetitive group, the CAISO should use its
proposed Option 2. Option 2 would find the smallest possible group of pivotal suppliers in an uncompetitive
group and only mitigate those suppliers. Option 1, while more administratively simple and supported by
precedent, may result in an increased risk for over-mitigation by testing already mitigated suppliers with
unmitigated suppliers. The CAISO should confirm that its intent of Option 2 is that in any case that a pivotal
supplier is found, that pivotal supplier is no longer used in considering any subsequent two and three-pivotal
supplier tests. Otherwise, Option 2 would cause the same over-mitigation potential as Option 1.

3. Comments on Scarcity Pricing

1.Please comment on the three proposals to ensure market prices reflect scarcity during load-shedding events.
Please state your preferred option (if any) and provide your reasoning. Also, please comment on the proposed
"circuit breaker" duration of four hours. 2.Please comment on the proposal to reflect the opportunity cost of
dispatching armed reserves for energy in the Real-Time Dispatch (RTD). Do you support the extension of a
similar mechanism to WEIM BAAs, or should the CAISO wait for a fully integrated ancillary services market
design? 3.Please provide feedback on whether the market should incorporate administrative pricing to reflect the
scarcity value of out-of-market emergency actions. If you support this, what types of actions or programs should
trigger administrative pricing, and how should the market incorporate the administrative prices?

CalCCA supports evaluating targeted modifications to scarcity pricing and pausing discussion of a wholesale
redesign until issues with flexible ramping product performance and ancillary service procurement are resolved.
Accurate price signals are important for attracting supply and ensuring generator performance, but scarcity
pricing should not incentivize resources to bid above marginal costs or bid in a manner that triggers scarcity
pricing. Any proposed scarcity pricing changes should maintain incentives for resources to bid marginal costs.

The CAISO proposes to modify price formation to ensure market prices reflect scarcity during load-shedding
events. CalCCA supports the CAISO focusing its proposal only on conditions where firm load shedding occurs
(i.e., EEA 3) and adopting a “circuit breaker” mechanism to limit systemic financial risk. The CAISO advances
three options to ensure market prices reflect scarcity during load-shedding events, including one in-market
process and two post-market processes. Each of these processes have tradeoffs.? Before taking a position on
these options, CalCCA requests the CAISO run a counterfactual of the August 14, 2020, load shed events to
allow stakeholders to evaluate the impacts of each option and better consider these tradeoffs. This
counterfactual should focus on what the changes in prices would have been, the cost to load caused by the
scarcity pricing event, and whether it is reasonable to anticipate that additional generation would have been
available and dispatched in the CAISO market.

The CAISO should not incorporate administrative pricing to reflect the scarcity value of out-of-market actions for
two reasons. First, as the CAISO notes, different BAAs have unique emergency programs under their own
operational control. It would be extremely difficult for the CAISO to develop an approach that effectively
manages the out-of-market actions used in every program operated by the 22 BAAs participating in the Western
Energy Imbalance Market. It is also unclear whether the CAISO should serve in that role, given it does not have
jurisdiction over those programs. Second, for the CAISO BAA, out-of-market actions such as backstop or
exceptional dispatch can occur in emergency conditions or on regular operating days. The CAISO would need to
make a distinction between when administrative prices would be used and when they would not.

4. Governance



1.Please comment on the CAISO’s expectation that tariff changes from this initiative will be subject to the
primary authority of the WEM Governing Body.

CalCCA has no comments on the governance classification.

5. Other Comments
1.Please provide any additional comments on topics not covered above.

CalCCA has no additional comments at this time.



