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California Public Utilities Commission 
505 Van Ness Ave., San Francisco 

 
 
 
 

____________________________________________________________________________________ 
MEMORANDUM 

 

Date: April 2, 2024  

To:  California Independent System Operator, Stakeholder Affairs 

From: Dina Mackin dina.mackin@cpuc.ca.gov, Maygol Kabiri maygol.kabiri@cpuc.ca.gov, and  
Katherine Stockton katherine.stockton@cpuc.ca.gov  

Subject: CPUC Energy Division Policy Proposal for review of shaping factors  

 
Staff of the California Public Utilities Commission in the Energy Division (CPUC Staff or Staff) develop and 
administer energy policy and programs to serve the public interest, advise the CPUC, and ensure compliance 
with CPUC decisions and statutory mandates. The CPUC Energy Division Staff provide objective and expert 
analyses that promote reliable, safe, and environmentally sound energy services at just and reasonable rates for 
the people of California.1 Further, CPUC Staff advocate on behalf of California ratepayers at the Federal Energy 
Regulatory Commission (FERC), under whose jurisdiction the CAISO tariff falls.   
 
CPUC Staff appreciate this opportunity to propose correction of the hourly shaping factors used in the 
maximum import bid price. 
 

1. Submission Title  
 
Correction of the hourly shaping factors used in the maximum import bid price. 
 

2. Has this issue been previously submitted?   
 

CPUC Staff have not previously submitted this request.   
 
CAISO developed the calculation for the hourly shaping factor within the initiative “FERC Order 831 – Import 
bidding and market parameters.”2 
 
 
 
 

 
1 More information about the CPUC Energy Division is available at: https://www.cpuc.ca.gov/about-cpuc/divisions/energy-
division. 
2 Available at: https://stakeholdercenter.caiso.com/StakeholderInitiatives/FERC-Order-831-Import-bidding-and-market-
parameters.  
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3. Issue Description: Briefly provide a description of the issue that the proposed initiative is 
intended to address.  
 

CPUC Staff suggest that CAISO re-examine its methodology for calculating the CAISO’s Balancing Area 
Authority (BAA) hourly shaping factor value used to establish the energy price component for the maximum 
import price bid (MIPB). The hourly shaping factors are meant to shape the bilateral indices used in the 
maximum import bid price calculation. However, it appears that these shaping factors are miscalculated and not 
consistent with the CAISO tariff.  The CAISO tariff, Section 30.7.12.5.3, states the following: 
 

 
 
However, rather than using the hourly System Marginal Energy Cost (SMEC) for the “representative day” 
divided by the average SMEC for the “representative day,” CAISO uses the hourly SMEC for the next day in its 
calculation, as shown as follows: 
 

 
 
This appears to be inconsistent with the CAISO tariff because section 30.7.12.5.3 of the tariff defines the MIBP 
calculation as (emphasis added) “dividing the [DA SMEC] for the CAISO [BAA] in that hour of a previous 
representative Trading Day by the average [DA SMEC] for the CAISO [BAA] in all on-peak hours of the same 
previous representative Trading Day.” The tariff does not describe using both the DA SMEC from the 
representative day and the following day to calculate the shaping factor.   
 
This results in maximum import bid prices that are either too high or too low depending on whether the hourly 
price for the next day is less than or greater than the representative day.  For example, as shown below in the 
screenshot from OASIS, the hourly shapes for February are largely below one, since prices in February are less 
than the representative day, which appears to be January 16, 2024. 
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4. Propose Initiative Description: To the extent possible, discuss proposed initiative scope.  
 
Please see discussion above.   
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5. Business Justification: Does the proposed initiative support ISO strategic objectives or 
existing ISO initiatives? Identify parties potentially impacted by the proposed initiative. 
Is the proposed initiative in response to regulatory requirements?  

 
While this does not seem to fit neatly within the CAISO’s strategic objectives, it appears that implementation is 
likely incorrect and, thus, review would seem to be necessary to ensure consistency with the filed tariffs.  Further, 
given the connection between the calculation of the shaping factor and the potential for unnecessarily increased 
prices, CPUC staff note CAISO’s obligation to “[r]educ[e], to the extent possible, overall economic cost to 
[California] consumers.”3   
 

6. What elements of existing ISO market design do you propose to address?  
 
Please see discussion above. 
 

7.  Timing and Urgency: Are there regulatory requirements for implementation dates, or 
time-sensitive reliability impacts? Are there consequences to not addressing this issue?  

 
CPUC staff recommend CAISO review the calculation of the hourly shaping factor as soon as possible, before 
this summer’s stressed system conditions arrive.   The hourly shaping factor is intended to translate the block 
prices of the indices to match CAISO’s hourly prices. CPUC staff recommend the CAISO review the method 
for calculating the hourly shaping factor because it appears that the existing application of the hourly shaping 
factor may not match the written intent of the language in the CASIO tariff.  The hourly shaping factor has a 
great influence over the calculation of the MIPB. Any seemingly small discrepancy could potentially inflate the 
MIBP value, resulting in CAISO accepting higher bids without justification during stressed system conditions. A 
clear and reproducible methodology for calculating this value will strengthen transparency within CAISO market 
operations.   
 

8. Data: Identify existing data and missing data needed to analyze the issue and develop 
solutions. 

 
Please see discussion above. 
 
 

 
3 Public Utilities Code § 345.5(b)(2).   


