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Subject: Comments of the Public Advocates Office on the California Independent
System Operator’s 2020 Policy Initiatives Catalog
INTRODUCTION
The Public Advocates Office hereby submits these comments on the California
Independent System Operator’s (CAISO) 2020 Policy Initiatives Catalog dated September 5,
2019. In particular, Initiative 6.1.31, Implement Point-to-Point Convergence Bids, in the
Discretionary Initiatives Section proposes to "examine market rules to allow market participants
to bid point-to-point — a source and a sink combined with [a] specified...congestion price."!
These bids would "pay the difference of locational marginal price at the sink minus locational
marginal price at the source in the day-ahead market and will be paid that difference in the real-
time market."> The CAISO also notes that it was “suggested by DC Energy [a Virginia-based
investment company| during a previous policy initiative catalog process that this initiative be
added to the catalog.”
DISCUSSIONS AND RECOMMENDATIONS
1. Initiative 6.1.31 should be discarded if it in any way negates the adopted Track 1A

changes to congestion revenue rights*

Part of the Track 1A changes to congestion revenue rights (CRRs), approved by the

Federal Energy Regulatory Commission (FERC) in June of 2018 and upheld in a FERC

12020 Policy Initiatives Catalog. California Independent System Operator. September 5, 2019. P. 26.
2 Ibid.
3 Ibid.

4 Congestion Revenue Rights: Summary of Auction Efficiency Initiatives. Available at
http://www.caiso.com/informed/Pages/StakeholderProcesses/CongestionRevenueRightsAuctionEfficiency.aspx
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Order on Rehearing® in August of 2019, limits the allowable source and sink pairs to those
that correspond with the actual delivery of electricity. The CAISO stated that these
changes "reflect true hedging of congestion costs associated with serving loads."® Early
analysis of the effect of these changes by CAISO staff suggests that revisions to the CRR
market limits the CRR auction shortfall that is allocated to ratepayers.” It is not clear from
the CAISO’s 2020 Catalog whether Section 6.1.31 - Implement Point-to-Point
Convergence Bids - would lift or modify this restriction. If the proposed initiative would
allow market participants to nominate CRRs that are not restricted to the delivery of
energy, the initiative should be removed from the 2020 Final Policy Initiative Catalog, as it
would undo the progress that has been made toward lowering the auction shortfall that

ratepayers are responsible for.

2. Initiative 6.1.31 should be eliminated unless the CAISO can explain how the initiative
would address the concerns of the Utility Distribution Companies (UDCs), generators,
and industrial participants who directly suffer from swings in congestion pricing.
Prior to the inclusion of this discretionary initiative in the CAISO’s 2020 Policy Initiative
Catalog, the CAISO should describe the proposed initiative’s potential benefits to the
entities charged with producing, transmitting, or consuming electricity, who have a
legitimate interest in hedging their congestion risk. The “primary purpose” of CRRs, as
described by the CAISO in FERC’s August 2019 Order on Rehearing, is to “facilitate long-
term contracting by load-serving entities and suppliers by permitting them to hedge
congestion costs...”® If this initiative does not address the concerns of such entities, it

should not be included for consideration in the CAISO’s Policy Initiatives Catalog.

Please contact Steven Shoemaker at Steven.Shoemaker@cpuc.ca.gov or (415) 696-7330 with
any questions regarding these comments.
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