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Topics that will be covered in this session:

« Reference level background and terminology
« Reference level change requests

« SIBR requirements

 After the fact cost recovery

 Auditing

* CMRI reports

* Fuel index calculations
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Topics that will not be covered:

« Items that are now permanent in the tariff

— Aliso Canyon D+2 publication

— Day-ahead market process to update gas prices
« FERC Order 831

— Energy bid cap

— After-market recovery of incremental energy costs
« CCDEBE Phase 2

— Commitment cost mitigation

— Negotiated commitment costs

— Hourly minimum load bids
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Reference Level Background




Currently the ISO calculates cost based on reference
levels and they are used in the following situations:

v' Reference levels are used to cap commitment cost bids

v" When a resource’s energy bid is subject to market power mitigation,
the market uses their default energy bid

v ISO uses a resource’s default energy bid when settling residual
energy and exceptional dispatch

v ISO produces generated bids for resource adequacy, or to complete
an incomplete bid
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e
What has changed?

Previously, the ISO calculated the reference levels using
fuel cost from external vendors or registered in Master File.
There was no opportunity for suppliers to request changes
to these costs if they differ from the CAISO calculation.

The Commitment Costs and Default Energy Bid
Enhancements (CCDEBE) project has:

« Enabled suppliers to request adjustments to reference
levels before the market runs

— Given ISO audit authority to ensure appropriateness
of requested adjustments

* Provided for the after-market recovery of certain costs
that could not be verified before the markets run
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When we talk about “reference levels” we mean:

' Default Il Defaurt [l Default

Energy Minimum Start-Up
Bids ||| Load Bids |}  Bids
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What a reference level?

A resource’s reference level represents the
Incremental cost of operation under most

circumstances.
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Terminology

Term Definition

Proxy Cost Minimum Load Costs The ISQO’s estimate of a resource’s
variable commitment costs.

Proxy Cost Start-Up Costs

Proxy Cost Transition Costs

Default Minimum Load Bid The ISQO'’s calculation a of resource’s
Default Start-Up Bid commitment cost bid cap using the proxy
cost methodology.*

Default Transition Bid

Revised Default Minimum Load Bid | The SC’s calculation of costs using the

Revised Default Start-Up Bid proxy cost methodology _and increased

) — : fuel price with no Commitment Cost
Revised Default Transition Bid Multipliers or Default Energy Bid
Revised Default Energy Bid Multipliers.

* Except for non-resource specific resources, non-generating resources, and certain use-
limited resources (per tariff section 30.4.2).
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Applications that are impacted:

SIBR

« allow submittal of automated ex-ante cost adjustment requests
(before the market)

CMRI

 provide additional information for default bids

CIDI

« allow submittal of manual ex-ante cost adjustment requests
(before the market)

« allow request for after-market cost recovery
 support audit process
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Reference Level Change
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Scheduling Coordinators may find that reference levels
do not accurately reflect their actual or expected fuel
costs

« The ISO calculates reference levels using master file
resource parameters and fuel or fuel-equivalent cost
Inputs.

« Because the fuel inputs used by the ISO may differ from
a supplier’s actual cost expectation, suppliers can
request a reference level adjustment to update default
commitment costs and default energy bids.

« This section describes the process for reference level
change requests.
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There are two options for submitting reference level
change requests — automated and manual

1. Automated Reference Level Request

« Submit change request in SIBR, prior to the close of the
applicable market

« Use the following formula

— Default proxy commitment cost formula without the
Commitment Cost Multiplier

— Variable-cost based default energy bid formula without the DEB
Multiplier

— Change only the fuel cost value

(Continued on next slide)
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There are two options for submitting reference level
change requests — automated and manual

1. Automated Reference Level Request (continued)

 If timely, ISO systems will compare the request to a

reasonableness threshold
— If request < reasonableness threshold, the request will be approved

— If request > reasonableness threshold, requested reference level will be
set to reasonableness threshold (partially approved)

« Approved and partially approved values will be used in
the next market run

« SCs must retain supporting documentation to justify the
automated reference level change request
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Bids T Convergence Bids Energy forecast

Ind Viewer

OTC Viewer

MAPTEST SIBR

Day Ahead : [09/27/2018 ¥ coordinator: [ZISO | [ Apply || Reset | M d d d . UI . h I k h
e ust add product in Ul (right click then
v | Bid summary I /
S pXENL YTEA — SE'EC' Addpl”iilllﬂ j
Self schedule Ancillany suc Reg mi
Status Resource type Resource ID 4 State Daily Hourly Enel Energy Adj D ETC ETP TOR TOP RMT BAS LOF LPT LS5G Gen Leoad RU RD SR NR LFD LFU Down Up Submitted Market status

|En

” Energy Adj ” D*y || Hourly ” 55-5TD ” 55-ETC ” 55-ETP ” 55-TOR ” 55-TOP ” 55-RMT ” 55-BAS ” 55-LOF ” S5-LPT ” 55-L5G ” Gen 55 ” Load 55 ” AS-RU ” AS5-RD ” AS5-5R ” AS5-NR ” AS-LFD ” ASLFU ” RM |

+ | Energy Adj details

w Y HE

Pumping RUC
Hour Price curve(s) Distribution pair Level Shutdown cost Cost Price Quantity

This is a similar concept
as submitting a price
curve for Energy

»* CONNECTED

w | Price curve(s)

v]

w Y HE
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| Distribution Pair(s)

“ Price [$]

Price
[=]
&

X
n.0g -~ No Data found |
oo D10 0.20 0.30 D40 0.50 060 0.70 0.80 0.90 1gp

Qty

w Y HE

Dist. factor

Dist. location
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I e
SIBR - Default Energy Adjustment Example

Energy (| Energy Adj || Daily || Hourly || 55-5TD || 55-ETC || 55-ETP || 55-TOR || 55-TOP || 55-RMT || 55-BAS || 55-LOF || S5LPT || 55-L5G || Gen 55 || Load 55 || AS5-RU || AS5-RD || AS-5R ||

| Energy Adj details ~ | Price curve(s) v|

w T8 a2 B Z a T 3 E 550.00

Pumping Guantity “. Price [$]
Hour Price curve(s) Distribution pair Level Shutdown cost Cost 32.00 |5mm 540.00
13n |113847026 48 6T

330.00

520.00

Requesting new DEB of $500 between 32 MW and 48.67 MW,
Note: MW values must match break points as the DEB of the resource.
Recommend using CMRI report to confirm that MW break points match

between DEB adjustment and DEB.
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SIBR — Default Startup Cost Adjustment and
Default Minimum Load Adjustment Request

| Energy || Energy Adj || Daily || Hourly || §5-5TD || SSETC || SS-ETP || $5-TOR || S5-TOP || SS-RMT || §5-BAS || $5LOF || SSLPT || 55156 || Gen 55 || Load 55 || AS-RU || ASRD || AS-5R || ASNR || AS-LFD || ASLFU || AM |

~ Daily details w Startup time curve

o T &8
Ramp Rates Energy limits Charge limits Default minimum
Minimum load cost Op. Reserve [MWh] Regulating [MWh] Minimum Mazimum Minimum Maximum Initial state Block bid hour: ad Adj ji

Default Minimum Load Adjustment:
This is the $/run-hour value that the
SC is requesting that their Default
Minimum Load Bid be adjusted to

Default startup cost adjustment curve: This is the ST i
$/start-up value that the SC is requesting that their
Default Startup Load Bid be adjusted to.

Note: must match cooling times of Startup Cost
Curve defined in GRDT
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SIBR — Default Start-up Bid Request Example

| s | Emmravdt | outy | vy || s870 || stenc | ssere | ssrom || sevor || soamr | viaas || ssioc | seivc | RN NN avew || aseo ||iavsn || avia | asero || Avire || i |

v Daily details. I)'.TMDA artup time curve  n 3|
ZaVE Za¥R
Ramp Races Energry lonits Charge smits
Mineum koad cost Op. Reserve [MWH] Regulating (MW} Minkwum Maxiswn Minanum Maumum inSal state .24 Startup costcurve . |2 |
‘ Za¥YHE
> Rampcurve 4> v Datault S1armup Cost AGUSEMENT CuTve v

ZaTH Z oY aH

Requesting a new start-up bid of $22,222.
Note: Cooling times must match the RDT.

ISO PUBLIC — © 2021 CAISO

&> California ISO Page 20
R



What Is a reasonableness threshold?

A reasonableness threshold is a CAISO-calculated
reference level value that accounts for a margin for fuel or

fuel equivalent cost volatility.
Used to screen automated reference level change requests

Fuel Price Scalar for gas resources applied to commodity GPI
Reasonableness Threshold fuel region price =
(Fuel Price Scalar x Commodity gas price index) + Total transportation cost

Days with published GPI Days without published GPI

(weekends/days after holiday)
1.1 1.25

Fuel Price Scalar for non-gas resources applied to fuel-equivalent cost
always = 1.1

e ISO PUBLIC — © 2021 CAISO
& Cdlifornia ISO Page 21

e,



Example: Minimum Load Cost for gas resource for day
without published index

« Default Minimum Load Cost
Fuel region price = Commodity gas price index + Total transportation cost

Commodity
Gas Price

Default Minimum
Heat Rate at

Load Cost

Transportation | Fuel Region Proxy Run-hour

ini Opportunity Cost
Index Minimum pp \

(Proxy*1.25 + Opp
Btu/ KWh /MMBt /MMBt Load Cost /h
(Btu ) ($/MMBtu) ® W ® W (3/h) Cost)

n 14,000 $3 $0.85 $3.85 $1,016.2 $3,454 $310 $4,627.50

 Reasonableness Threshold
Fuel region price = (1.25 x Commodity gas price index) + Total transportation cost

Pmin cost Price

Commodity Reasonableness

Heat Rate at Transportation Run-hour

' Gas Price Threshold Fuel [ O&M +GMC + Reasonableness
Pmin cost

Opportunity Cost
Index Region Price GHG + MMA pp y Threshold Default

Btu/ KWh /MMBt h Minimum Load Bid
(Brur Kih) ($/MMBtu) ® W ($/MMBtu) ($/h)

14,000 $3 $0.85 $4.60 $,1016.2 $310 $5,152.20

e ISO PUBLIC — © 2021 CAISO
& Cdlifornia ISO Page 22

T ——




Keep In mind that although
supporting documentation does not
have to be submitted for automated

reference level requests, any

request may be audited and
contemporaneous supporting
documentation will be needed.




Process for audit of reference level change request

1. Audit request will be sent to the SC through CIDI
requesting pertinent information

2. Aresponse is required within 5 business day of the
request

3. SC must provide cost calculations and attach
contemporaneously available documentation that
justifies the change request

4. The ISO will evaluate and respond to the SC
Information within 10 business days of receipt
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Process for audit of reference level change request
(continued)

5. ISO response will be:

« Documentation is sufficient and supports the
requested change
— CIDI case will be closed

« Documentation does not support the change
— SC will be placed on ineligibility list and will not be
allowed to submit further change requests for a set
amount of time (described in the next slide)
« More information is needed
— 1SO will request clarification
— Review period will be put on hold

— Once additional information is received the 10 day
review period will begin
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If an SC is placed on the ineligibility list:

1. They will receive written notification from the ISO and
status will begin 2 business days later

2. 1SO will update Masterfile reflecting ineligibility status

1st audit failure On ineligibility list for 60 day following the

start effective date

Subsequent audit failure  On ineligibility list for 180 day following the
start effective date

3. To dispute audit results an SC may request to proceed
with alternative dispute resolution (ADR) process within
5 business days

Note that failure of simultaneous multiple audits will not result in
compounded consequences

D California 1SO ISO PUBLIC — © 2021 CAISO
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There are two options for submitting reference level
change requests — automated and manual

2. Manual Reference Level Change Request

« This process should be used when the resources reference level
costs are not fully accepted through the automated process

« Submit “Inquiry Ticket” in CIDI by 8:00 am Pacific Time on the day of
the applicable market run.

— Check the radio button entitled “Manual Reference Level
Change Request” and include;
* Trade date
* Market
 Resource ID

» Requested fuel or fuel equivalent cost ($/MMBtu for gas resources,
$/MWh for non-gas resources)

» Volume of gas expected to be purchased (MMBtu)
« Supporting documentation

%> California 1SO , Page 27

e



There are two options for submitting reference level
change requests — automated and manual

2. Manual Reference Level Reqguest (continued)
« The request will be processed in the order it is received
« The ISO will validate the information

* Requests verified prior to the day-ahead market will be
used in the day-ahead market

* Requests verified for real-time will be used as soon as
practicable

 If the request cannot be verified on the same trade day, it
will be rejected

« Scheduling coordinators may be eligible for cost
recovery Iif their manual request is rejected
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There are two options for submitting reference level
change requests — automated and manual

2. Manual Reference Level Request (continued)

« IMPORTANT: SCs must check the box “Manual Reference Level
Change Request” on their CIDI ticket submission in order to be
considered. This ensures that the ISO is able to receive and process

the ticket in a timely manner.

v Case Information

Review for Price Correction Metering Inquiry©»

Manual Reference Level Request)

e
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Reference Level Documentation




L

Scheduling Coordinators must submit the total
reference level value:

» Reference levels must be calculated using the Proxy cost
methodology for Default Commitment Costs and variable-cost based
methodology for Default Energy Bids without including the
Commitment Cost Multiplier or DEB multiplier.

* Resource characteristics (pmin, heat rate, start-up time, etc) must
match Masterfile data

* Reference level values should include the following components:
— Fuel- or fuel-equivalent costs
— Variable operations and maintenance cost adder
— Grid management charge adder
— Major maintenance adder (if appropriate)
— Greenhouse gas compliance costs (if appropriate)
— Opportunity cost adders (if appropriate)
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Documentation must be made available justifying the
Increase In fuel costs

* Must be based on prevailing costs:

— Day-ahead - shows that the price is based on next-
day procurement

— Real-time — shows that the price is based on same-
day or next-day procurement

* Non-standard gas trading days - fuel prices must be the
most recent available

* Reflects prudent procurement practices
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Supporting documentation may include:

Quotes from natural Gas purchase
gas suppliers Invoices

Evidence of a bid Other appropriate
price that was part documentation
of an unsuccessful demonstrating fuel
good faith effort to or fuel-cost
purchase fuel equivalents

e ISO PUBLIC — © 2021 CAISO
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After-market cost recovery




Request for after-market cost recovery is available to
recover additional costs only under certain pre-defined

circumstances

e Reasons:

— The SC made an automated reference level change request
In SIBR that exceeded the reasonableness threshold

— The ISO was unable to verify a manual request due to
issues on the ISO’s end (e.g. insufficient time to approve the
request)

« |mportant note: the after-market cost recovery process is not
Intended to be a process through which SCs can recover any
costs. There are strict eligibility requirements to qualify and
only certain fuel or fuel-equivalent costs can be recovered

through this process.

ISO PUBLIC — © 2021 CAISO
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What are the conditions for after-market cost
recovery?

« The scheduling coordinator submitted a manual request via
CIDI which was not approved or an automated reguest via
SIBR which was capped at the reasonableness threshold

« The after-market cost recovery submission is made within 30
days of the trade day that the resource incurred unrecovered
costs

« The unrecovered costs must be based on actual incurred fuel
or fuel-equivalent costs, not expected cost*

« The scheduling coordinator must provide supporting
documentation

* |f automated request was based on expected costs, and the resource’s actual costs
exceed these expected costs, these additional costs are not eligible for cost recovery

- ISO PUBLIC — © 2021 CAISO
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Scheduling coordinators submit an after-market cost
recovery requests through CIDI

« The subject of the Inquiry Ticket should be “After-market cost
recovery” and include:
— Resource ID
— Trade date
— Market

— Requested fuel or fuel equivalent cost ($/MMBtu for gas resources,
$/MWh for non-gas resources)

— Supporting documentation
— Requested cost components
- DEB
e Minimum load
« Start-up costs
» Transition costs
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Scheduling coordinators submit an after-market cost
recovery requests through CIDI

« Additionally the request must include:

— Data and calculations supporting the scheduling coordinator’s
claim to the unrecovered costs it seeks, including invoices for the
unrecovered costs

— An explanation of why after-market cost recovery is justified

ISO PUBLIC — © 2021 CAISO
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More on the after-market cost recovery process

« ISO will review the request and determine cost recovery
eligibility within 60 days after the trade day.

— If eligible, costs will appear on the next possible settlement
statement in bid cost recovery.

— If not eligible, the ISO will provide a written explanation

 Ifthe ISO is unable to verify cost eligibility within 60
days, we will provide the scheduling coordinator with a
30 day extension to file a cost recovery request with
FERC.

 If the ISO rejects an after-market recovery request, a
scheduling coordinator may file for cost recovery with
FERC.
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CMRI — Default Energy Bid Curves Screen

CMRI MAPTEST

& California ISO  Customer Market Results Interface “r®2PrP0 = £

Convergence Bidding Forecast  Transmission Constraints  Intertie Flow Information  Reference  LSE  Energy Imbalance Market  Phase Shift

Day-fhead  Resl-Time  PostMarket  Default Bids

=)
2
Default Energy Bid Curves y 4 r
r o -0 b M (]
Interval Start 4 Interval End 4 5CID 4 Resource 4 Configuration Market k  Adder DefaultBid Typs Bid Segment! Eid Segmentq Bid Segment4 Bid § ~t10 Bid Segment 11 Bid Segment 11 Bid Segment 11 Publication
Time Time Type w] 1] T:! Type aw] 51 Time Stamp
1

* Mo Data found
Repart Generated: 10V0T/2010 12:47-31 /

’@' CONNECTED /

Changes to this screen:

Default Bid Type Dropdown will include new types:

« Manual consult
« EX-Ante
 Threshold

* |nterval Start Time/Interval End Time

Publication Timestamp added after the last column
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CMRI — Default Commitment Costs

Note: $ values shown in CMRI will now represent the
Default cost, not the Proxy cost. For unadjusted

amounts, the values shown here are now 125% of the
Proxy cost of the resource.

&> California ISO | Customer Market Results Interface < = x = & « &

Day-Ahead Real-Time Post-Market Default Bids Convergence Bidding Forecast Reference LSE  Energy Imbalance Market  Phase Shifter  Gas Bumn Relj

strtte: [i2zam0z o4 emy: i

Gility Cogidination

End Date: [}I Resource: E
Default Commitment Costs /
Minimum Load Costs l
®
Interval Start Time 4* Interval End Time 4* Market Type 4 Commitment Cost Type 4 5C ID “* Resourca “* Configuration  “* Minimum Load Cost [$Hour] Pullication Time Stamp
* No Data found
A N | |
Start-Up Costs AN [ |
®
Intarval Start Time 4* Interval End Time 4* Market Type 4 Commitment Cost Type 4~ 5C ID & Resource 4 Configuration  “* Bid Segment 1 [min] Bid Seq*nt 1 [$] Bid Segment 2 [min] Bid Segment 2 [§] Bid Segment 2 [min] Bid Segment 3 [§] Publication Time Stamp
* Mo Data found \
b A |
Transition Costs N\
®
Interval Start Time 4* Interval End Time 4* Market Type 4 Commitment Cost Type 4 5C ID “* Reso “ Transition Cost [$] From C fon Ta C ion  Publication Time Stamp
2 Mo Data found

Commitment cost type:

- Manual Consult - Ex Ante
- Threshold - Proxy
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References

 Attachment O of the Business Practice Manual for Market
Instruments -
http://www.caiso.com/rules/Pages/BusinessPracticeManuals/Default

.aspx
* SIBR User Guide —

http://www.caiso.com/Documents/SIBRSchedulingCoordinatorUser
Guide.pdf

 CIDI User Guide -
http://www.caiso.com/Documents/NewCustomerinquiry Disputeandl
nformation CIDI UserGuide.pdf

» Stakeholder process documents for CCDEBE -
http://www.caiso.com/informed/Pages/StakeholderProcesses/Comm
itmentCosts DefaultEnergyBidEnhancements.aspx

ISO PUBLIC — © 2021 CAISO

‘\‘3 California ISO 7 Page 47



http://www.caiso.com/rules/Pages/BusinessPracticeManuals/Default.aspx
http://www.caiso.com/Documents/SIBRSchedulingCoordinatorUserGuide.pdf
http://www.caiso.com/Documents/NewCustomerInquiry_DisputeandInformation_CIDI_UserGuide.pdf
http://www.caiso.com/informed/Pages/StakeholderProcesses/CommitmentCosts_DefaultEnergyBidEnhancements.aspx

Final

Questions




For more detailed information on anything presented, please
Vvisit our website at:

WWW.caiso.com

Or send an email to:
CustomerReadiness@caiso.com
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Terminology

* The ISO’s estimate of variable costs for minimum load,
Pl’OXy COSt start-up, and transition costs

DEfaUIt Minimum g The ISO’s calculation of the resource’s minimum load cost
Load B|d « (1.25*Proxy Min Load Cost) + Runhour Opportunity Cost

Defau It M {0118815°805 ] - The ISO’s calculation of the resource’s start-up cost curve
Start_ U p Bld * (1.25*Proxy Start-Up Cost) + Start-Up Opportunity Cost

Defau It * The ISQO’s calculation of the resource’s transition cost
TranSition Bld * (1.25*Proxy Transition Cost) + Transition Opportunity Cost

Tariff section 30.4 contains the details related to these terms.
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More Terminology

Revised » Default Commitment Cost Bids produced
Default as part of an accepted automated or

! manual Reference Level Change Request,
Commitment which are calculated without including the

Cost Bid Commitment Cost Multiplier.

. » The Default Energy Bid produced as part
Revised of an accepted automated or manual
Default Reference Level Change Request, which
- are calculated without including the
En ergy Bid Default Energy Bid Multiplier.

Appendix A contains the details related to these terms.
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Consolldatlon of Gas Prlce

Indices
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Consolidation of the published gas price indices

Updates to the CAISO tariff to reflect the current gas
publications for the real-time market.

Gas price index calculation

Use a minimum of one gas price to determine the blended
commodity gas price index

Use a Monday-only ICE gas price when available and
sufficiently liquid for both the DAM and RTM.
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