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1. Please summarize your organization’s overall position on the revised straw proposal.
The California Community Choice Association (CalCCA) is extremely concerned with the California Independent
System Operator’s (CAISO) change in direction regarding the CAISO’s inclusion in the Balancing Authority Area
(BAA)-level Market Power Mitigation (MPM) test. Throughout this stakeholder initiative, CalCCA has supported
the CAISO’s proposal to treat the CAISO BAA like any other BAA by including the CAISO in the BAA-level MPM
test. In the Revised Straw Proposal, the CAISO reverses its position on this issue, proposing to continue to
exclude the CAISO from BAA-level MPM tests, effectively assuming the CAISO BAA is always competitive at a
system level.

CalCCA does not support this change, because it would leave CAISO ratepayers exposed to excessively high
prices if system market power materializes. This reversal is especially concerning because, on February 19,
2026, the Federal Energy Regulatory Commission (FERC) removed the Western Electric Coordinating Council
(WECC) soft price cap and associated cost justification requirement, effective July 18, 2025.[1] The CAISO’s
proposal to treat the CAISO BAA differently than all other BAAs, coupled with FERC’s order, leaves CAISO
ratepayers exposed to system-level market power if it materializes in the CAISO BAA.

If the potential exists for the CAISO BAA to be structurally uncompetitive in some hours, the CAISO should have
a mechanism in place to mitigate against the exercise of market power to protect ratepayers against excessively
high costs. If the CAISO always passes the MPM test, then no MPM will be applied and 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 (DEBs) or the competitive locational marginal price (LMP) ensuring
resources, if mitigated, still recover their costs at a minimum.[2]

While CalCCA supports pursuing only targeted modifications to scarcity pricing and pausing discussion of a
comprehensive redesign at this time, CalCCA is concerned that continuing to assume default competitive status
for the CAISO BAA will unnecessarily expose California ratepayers to excessive costs. CalCCA is also
concerned that the CAISO’s proposed scarcity pricing changes, like its proposed BAA-level MPM changes, do
not apply comparably to the CAISO BAA and other BAAs. 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 and be accompanied by a “circuit breaker” mechanism
and CAISO-BAA-level market power tests to protect California ratepayers.

CalCCA recommends, in summary, that the CAISO:

Adopt BAA-level MPM for the CAISO BAA, rather than continuing to assume its default competitive status;
Only advance changes to scarcity pricing: (1) where firm load shedding occurs (i.e., EEA 3); (2) with “circuit
breaker” mechanisms to limit systemic financial risk; and (3) in tandem with changes to incorporate the
CAISO into the BAA-level MPM test; and  
Defer consideration of comprehensive scarcity pricing redesign, as proposed.

 

[1]            194 FERC ¶ 61,123, Order on Section 206 Proceeding, Western Electricity Coordinating Council,
Docket No. EL10-56-000 (Feb. 19, 2026).
[2]            It is more likely that all resources continue to earn rents since inframarginal resources will still receive
the market clearing price above their bid and the marginal resources default energy bid includes a buffer of 10
percent for the variable cost option. It is reasonable to assume that a resource would not select the negotiated
rate or the LMP options if they routinely are below the variable cost option which includes the 10 percent buffer.
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2. For each major proposal element below, please select one of the following positions.
Please briefly explain the basis for each position. Support — The stakeholder supports the
element as proposed. Support with caveats — The stakeholder generally supports the
element as proposed but recommends refinements that are not necessary for its support.
Oppose with caveats — The stakeholder does not support the element as proposed but
would support it if specified changes were made. Oppose — The stakeholder opposes the
element and does not believe that specified modifications would resolve its concerns. No
position — The stakeholder does not have a position on the element.
No response required in this field.

3. TREATMENT OF THE CAISO BAA: CAISO proposes to retain the CAISO BAA’s default
competitive status under the revised BAA-level market power mitigation framework. Please
summarize the basis for your position.
OPPOSE

As described in Section 1, above, CalCCA opposes retaining the CAISO BAA default competitive status,
because it would leave CAISO ratepayers exposed to excessively high prices if system market power
materializes. 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’ DEBs or the competitive LMP, ensuring resources, if mitigated, still
recover their costs at a minimum. 

The CAISO bases its proposal to delay removal of the CAISO’s default competitive status on the need to
properly account for imports in the test. This is insufficient justification for continued delay. The CAISO market
has always allowed economic import participation, and the CAISO has been contemplating CAISO-BAA level
MPM for years. Import bids can be included in the bid stack used to evaluate market competitiveness. The
CAISO has not communicated adequate reasoning to continue to exclude the CAISO BAA from the test rather
than update the methodology to take into account economic import offers into the CAISO.

4. BAA-GROUPING APPROACH: CAISO proposes to group interconnected BAAs for the
competitiveness assessment. Please summarize the basis for your position.
OPPOSE WITH CAVEATS

Throughout this stakeholder initiative, CalCCA has generally supported the proposal to transition away from an
individual BAA assessment to a grouping approach for BAA-level market power mitigation. This is because
including available supply from other BAAs in the test for a BAA’s competitiveness will better reflect actual
market conditions and competitive dynamics. However, CalCCA’s primary interest in this proposal is focused on
the inclusion of the CAISO BAA in the BAA-level MPM test so that CCA customers are protected from costs
associated with suppliers exercising system market power. The CAISO should therefore modify its proposal to
include the CAISO BAA in the BAA-level system MPM test.

5. LOAD-SERVING-OBLIGATION ADJUSTMENT: CAISO proposes to replace the quarterly net-
buyer exclusion with an interval-specific load-serving-obligation adjustment that reduces a
supplier’s potentially withholdable capacity by the capacity needed to serve its affiliated
load. Please summarize the basis for your position.
OPPOSE WITH CAVEATS



Throughout this stakeholder initiative, CalCCA has generally supported the exclusion of net buyers from the
pivotal supplier designation. This is 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. However, CalCCA’s primary interest in this
proposal is focused on the inclusion of the CAISO BAA in the BAA-level MPM test so that CCA customers are
protected from costs associated with suppliers exercising system market power. The CAISO should therefore
modify its proposal to include the CAISO BAA in the BAA-level system MPM test.

6. TARGETING MITIGATION TO PIVOTAL SUPPLIERS: CAISO proposes to use sequential
one-, two-, and three-pivotal-supplier tests after a BAA group fails the initial
competitiveness assessment – only suppliers identified as pivotal through this process
would be subject to mitigation. Please summarize the basis for your position.
OPPOSE WITH CAVEATS

Throughout this initiative, CalCCA has generally supported targeting mitigation to pivotal suppliers. However,
CalCCA’s primary interest in this proposal is focused on the inclusion of the CAISO BAA in the BAA-level MPM
test so that CCA customers are protected from costs associated with suppliers exercising system market power.
The CAISO should therefore modify its proposal to include the CAISO BAA in the BAA-level system MPM test.

7. FIRM LOAD-SHED PRICING: CAISO proposes to treat firm load shed during qualifying
emergency conditions as unserved demand in the Fifteen-Minute Market and Real-Time
Dispatch. Please summarize the basis for your position.
OPPOSE WITH CAVEATS

As described in Section 1, CalCCA generally 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. However, the CAISO’s proposal to assume default competitive status for the CAISO BAA introduces the
potential for California ratepayers to be exposed to unnecessary excessive costs and treats the CAISO BAA
differently than others in a manner that could harm California customers. The CAISO should therefore advance
changes to scarcity pricing in tandem with changes to incorporate the CAISO into the BAA-level MPM test.

8. ARMED-RESERVE PRICING: CAISO proposes to reflect the opportunity cost of dispatched
contingency reserves in Real-Time Dispatch after operators arm firm load. Please
summarize the basis for your position.
OPPOSE WITH CAVEATS

As discussed in the July 14, 2026, stakeholder meeting, in past times of system stress, the CAISO has armed
load, continued to wheel non-priority resources, and ultimately curtailed firm load in the CAISO BAA. While
CalCCA understands that operators must have options available to reliably operate the grid, the CAISO must
have a priority system in place that does not disproportionately disadvantage any BAA. Other BAAs use the
Extended Day-Ahead Market (EDAM) and WEIM voluntarily and can serve their load needs in manners other
than the market. California LSEs have only one option: use the CAISO market to get generation to their load. A
system that has optionality and BAA level MPM for non-CAISO BAAs coupled with no optionality and a lack of
MPM for CAISO BAA LSEs is fundamentally flawed and inherently disproportionately disadvantages those LSEs
most reliant on the CAISO market. The CAISO should therefore modify its proposal to include the CAISO BAA in
the BAA-level system MPM test. 

9. DEFERRED ISSUES: CAISO proposes to defer development of comprehensive scarcity
pricing, administrative pricing for other emergency actions, and potential application of



BAA-level market power mitigation to the CAISO BAA. Please summarize your position on
these issues, and recommend priorities, analyses, or timing for future stakeholder work.
As described in Section 1 and 2 above, CalCCA does not support the deferral of the application of BAA-level
MPM to the CAISO BAA. Instead, the CAISO should include the CAISO BAA in the test and account for
economic import offers into the CAISO as available supply in the test.

CalCCA supports the CAISO’s proposal to delay comprehensive scarcity pricing design. The CAISO market has
recently undergone significant reform through the implementation of the EDAM and the Day-Ahead Market
Enhancements policies. The impacts of these changes must first be understood before stakeholders can opine
on if and how a comprehensive scarcity pricing redesign should be structured. In addition, 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. 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 Revised Straw Proposal adequately provide those signals without unnecessarily
increasing costs to California ratepayers.


