CAISO Market Initiatives Roadmap 		5/1/2008 Template for Stakeholder Comments
[image: ]
Template for Submission of Comments on 5-Year Market Initiatives Roadmap

The CAISO is requesting written comments to the Preliminary Results of the High Level Prioritization of Market Enhancements that was discussed at the April 30th Market Initiatives Roadmap Stakeholder meeting. This template is offered as an optional guide for entities to submit comments; however participants are encouraged to submit comments in any form.  

Comments are requested by close of business Friday, May 9, 2008 and should be submitted to mmiller@caiso.com. 
Please contact Margaret Miller at mmiller@caiso.com or 916 608-7028 with any questions. 


All documents related to the Market Initiatives Roadmap effort are posted on the CAISO Website at the following link:

http://www.caiso.com/1fb1/1fb1856366d60.html


Please provide responses to the following questions:



1. The market enhancements listed below were raised as high priority by market participants that presented at the April 30th stakeholder meeting. The reference to the section of the Roadmap where these initiatives are located is provided for your reference. Do you agree these should be considered high priority initiatives and if so why?

a. Voltage Support Procurement – 2.5.1

Coral supports market based procurement for ancillary services and energy products, and agrees that the CAISO should procure voltage support services from a market as opposed to previous mechanisms such as RMR agreements.  However, presently there are other items which are more urgent, and suggests that the CAISO defer development of this product at this time.

b. Economic Methodology for Transmission Outages 2.2.3.30
No comments at this time.


c. Strengthening General Market Power Provisions - 2.2.3.26

Coral recognizes the need for appropriate market power provisions, but encourages the CAISO to periodically review its proposed market power mechanisms relative to the need to provide an appropriate price signal to encourage new generation and price responsive demand.  Currently, it would appear that the stringent market power provisions significantly dampen price signals, and that instead of focusing on additional market power provisions, the CAISO could look at mechanisms to refine market power mitigation, such as seasonal determinations of competitive paths and use of a dynamic pivotal supplier test.

d. Dynamic Pivotal Supplier Test – 2.2.2.5

Coral supports use of a dynamic pivotal supplier test for market power as a high priority, which will improve price signals and which will be another step towards encouraging construction of additional generation units in appropriate areas within its control area.

2. Are there other initiatives that you believe the CAISO should further consider as high priority going into the detailed ranking process? The chart below can be used to rank and provide detail on the proposed items using the high prioritization criteria. In providing your justification for a proposed market enhancement, the specific business needs of your company are extremely important and should be described as clearly and fully as possible



	Roadmap section number

	Title and description of proposed enhancement
	Does this market enhancement have a High, Medium or Low impact on improving Grid Reliability and why?
	Does this market enhancement have a High, Medium or Low effect on improving market efficiency and why?
	Estimated Implementation /Cost Impact to CAISO Please specify 
(High, Medium or Low)
	Estimated Implementation/Cost Impact to Market Participants Please specify
(High, Medium or Low)

	
	
	
	
	
	




3. Were the initiatives the CAISO determined to be high priority out of the high level prioritization ranked correctly? If not how should the results be adjusted?

In general, yes for the stakeholder initiatives, and no for the CAISO suggested initiatives.

Coral generally agrees with the high level prioritization ranking.  It appears that multi day unit commitment in IFM will be infrequently used, as it applies to fewer units, and thus other market features should have higher prioritization.  We encourage the CAISO to pursue a Standardized RA Capacity Product as its highest priority, as this can provide near term benefits to consumers, and is compatible with both future capacity market designs.  

The CAISO provided its own suggested “high priority” items as:  improve tagging procedures, exchange of DA scheduling info and AS regional procurement and cost allocation.  While these are worthy items, again we are faced with a prioritization dilemma.  Coral suggests that the CAISO retain its prioritization of:  Std. RA Capacity Product, 30 minute operating reserves, multi settlement for AS, import and export of AS; simultaneous RIC and IFM.

Standard RA Capacity Product – Coral strongly supports the current ranking.  There was some discussion regarding changing the grid reliability score.  Facilitation of a standard product which can be traded forward in multiple years, with an expected outcome that market participants would see long term procurement capacity prices likely lower than short term prices, would provide an incentive for market participants to invest in new generation resources, and thus both improve grid reliability and result in lower costs to consumers.  Further, the ability to trade a standard product as load changes between LSEs should allow LSEs to more easily transact RA who end up in long or short positions, and therefore should reduce LSE concerns regarding entering into longer term RA procurements.  Thus we also support the current ranking for “Improving Market Efficiency”.  We believe that the “ISO Implementation Impact” at “3” is artificially low.  In fact, the ISO currently tests units for their master file data, including Pmin and Pmax values and does spot checks on unit performance.  The ISO also monitors outages through its SLIC system, and is in the appropriate position to ensure that annual planned generation unit maintenance outages align with annual RA planned outages.  Further, the ISO has performed in the past, spot checks on generation facilities, and is in an appropriate position to monitor performance of generation units.  Thus we support a higher score for “ISO Implementation Impact”.   A considerable amount of work has already been done on this project, and we encourage the CAISO to target a fall 2008 FERC filing for this effort.  

Multi-Settlement System for Ancillary Services – Coral supports the rankings associated with the April 30 presentation.

30 Minute Ancillary Services – Coral strongly supports this product especially as the ISO must integrate additional intermittent renewable resources into its balancing authority.  

Transition to ARR – Coral suggests that the grid reliability ranking is too low at “0”.  ARRs provide a visible indication of the value of the grid to market participants, and thus provides a visible indication of areas of the transmission grid which have high value, and thus are likely candidates for improvements.  An ARR mechanism may actually be the best mechanism of identification of needed and economic transmission system upgrades, as the market price mitigation measures as proposed under MRTU will likely suppress price signals to variable cost and mute necessary price signals to indicate those economic grid upgrades.  Coral also suggests that market participant implementation impact is too low at “3”, as LSEs currently participate in an auction process now, albeit a very limited auction process due to the current allocation process, and thus are already set up to participate in the auction process.  Coral supports the market efficiency ranking of “10” as appropriate with both the simplification (i.e. elimination) of the complex CRR process, and the ability to better value the transmission system.  A system that gives resources away will be inherently inefficient.

Improved Tagging Procedures and Functionality – While Coral supports increased information to allow the ISO to operate better, there are other higher priority items which will benefit the market and result in reduced costs to consumers that the ISO should focus on first.  The ISO can use state estimators and historical data to identify where energy is sourced and to estimate loop flow.  Implementation of this effort will require significant data from other BAs which will take a long time to develop.  When this initiative is developed, we encourage the ISO to ensure that this information is made transparent to the market and can be used to improve market efficiency.  We encourage the ISO to pursue this, but place it as a lower priority.  

Improved Market Power Mitigation – Coral supports well functioning markets and appropriate rules and oversight, including FERC and DMM involvement, with appropriate measurements of a well functioning market, including evidence of locational pricing, some volatility (and hopefully demand response), and new merchant generation with revenues coming from competitive markets, not captive bundled customers.  We do not see a need for additional initiatives to perform oversight and monitoring functions already being performed.
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