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1. Please summarize your organization’s overall stance on comprehensive scarcity pricing
proposals.

The California Community Choice Association (CalCCA) does not support the California Independent System
Operator’s (CAISO) pivot away from its August 22, 2025, Straw Proposal on scarcity pricing.__ The CAISO’s
Straw Proposal put forth proposals for Balancing Authority Area level Market Power Mitigation and targeted
enhancements to the CAISQO’s existing scarcity pricing mechanisms. CalCCA, among other stakeholders,
generally supported the CAISO’s Straw Proposal, including the CAISO’s decision to delay a comprehensive
scarcity pricing redesign. . After what the CAISO describes as “mixed reviews” from stakeholders on the
CAISQO’s Straw Proposal the CAISO is reopening working group discussions on comprehensive scarcity
pricing redesign. This is not a good use of CAISO or stakeholder resources for two reasons.

First, the CAISO is in the process of implementing significant market changes, including those resulting from the
Extended Day-Ahead Market (EDAM) and the Day-Ahead Market Enhancements (DAME) policies. The impacts
of these changes must first be understood before stakeholders can opine on if and how a comprehenswe
scarcity pricing redesign should be structured. In addition, and as recognized in the Straw Proposal 'issues
related to the flexible ramping product and ancillary service procurement should be resolved before discussing
comprehensive changes to the CAISO’s scarcity pricing mechanisms.

Second, continuing discussions on comprehensive scarcity pricing redesign amounts to searching for a solution
without a problem. The CAISO and stakeholders in favor of a comprehensive scarcity pricing redesign have not
demonstrated sufficient reliability or market efficiency issues that would benefit from a comprehensive redesign.
While accurate price signals are important for attracting supply and ensuring generator performance, the
CAISO’s existing scarcity pricing mechanisms and the targeted changes proposed in the Straw Proposal
adequately provide those signals without unnecessarily increasing costs on California ratepayers. Further, it has
not been demonstrated that increasing prices beyond the CAISO’s existing scarcity prices will result in more
price responsive demand. Improving price responsiveness of demand is better addressed through
improvements to the CAISO’s integration of demand and distributed energy resources in its market. These
improvements are already being discussed in the CAISO’s Demand and Distributed Energy Market Integration
initiative.

For these reasons, the CAISO should move forward with the CAISO’s Straw Proposal and postpone discussion
of comprehensive scarcity pricing changes until EDAM and DAME implementation is further along and any
impacts are known. When and if these discussions continue, the first step should be determining whether there
is a justifiable need for continuing conversations regarding comprehensive scarcity pricing redesign.

[1] CAISO, Price Formation Enhancements, BAA-Level MPM and Scarcity Pricing Straw Proposal (Aug.
22, 2025) (Straw Proposal): https://stakeholdercenter.caiso.com/InitiativeDocuments/StrawProposal-Price-
Formation-Enhancements-BAA-Level-MPM-Scarcity-Pricing.pdf.

[2] See Straw Proposal, at 46.

[3] CAISO, Price Formation Enhancements, Scarcity Pricing Working Group Meeting (Nov. 20, 2025) at
6: https://stakeholdercenter.caiso.com/InitiativeDocuments/Presentation-Price-Formation-Enhancements-Nov-
20-2025.pdf.

[4] See Straw Proposal, at 46.
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2. Does your organization support the concept of an “Energy Supply Margin” mechanism as a
viable alternative to creating a new reserve product? If the ISO adopts this approach, how
should “available supply” be defined (e.g., time horizon, transmission constraints)?

The working group discussed a concept for an "Energy Supply Margin" mechanism, where a scarcity price is
calculated based on the margin of available supply relative to demand.

For the reasons described in Section 1 above, CalCCA does not support further development of an Energy
Supply Margin mechanism at this time.

3. At what level should scarcity be measured and priced (footprint, BAA, nodal)? Please
explain your reasoning and any implementation considerations.

The working group discussed applying scarcity pricing at the footprint level, the BAA level, or potentially the
nodal level.

CalCCA has no comments at this time.

4. Please provide any other feedback on the November 10 and 20 working group discussions
not covered above.

CalCCA has no additional comments at this time.

5. Are there any specific topics or questions you would recommend the working group
address next?

For the reasons described above, the CAISO should move forward with its August 22, 2025, Straw Proposal on
Balancing Authority Area level Market Power M1itigation and targeted enhancements to scarcity pricing the
CAISO'’s existing scarcity pricing mechanisms."”

1] CAISO, Price Formation Enhancements, BAA-Level MPM and Scarcity Pricing Straw Proposal (Aug.
22, 2025) (Straw Proposal): https://stakeholdercenter.caiso.com/InitiativeDocuments/StrawProposal-Price-
Formation-Enhancements-BAA-Level-MPM-Scarcity-Pricing.pdf.
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