
ISO PUBLIC - © 2024 CAISO

01
TODAY’S TRAINER

Price Formation Enhancement –

Bidding Above the Soft Offer Cap 

Pre-Market Simulation Training 

1

01
TODAY’S TRAINER

Today’s Trainer

Dottie Vance 
Customer Readiness 

Trainer 

Revised 7/19/24

• Added Q&A from training session

• Updated Market sim dates

• Add clarifying details for storage 

DEB examples



ISO PUBLIC - © 2024 CAISO

Keep yourself muted to 

minimize background noise

Unmute to ask verbal 

questions or write 

in the chat pod

Raise your hand using WebEx 

interactivity tools

R E M A I N  M UT E D A S K I NG  Q UE S T I O NS R A I S I NG  HA ND

Housekeeping 

The information contained in these materials is provided for general information only and does not constitute legal or regulatory advice. The ultimate responsibility for complying with the ISO FERC Tariff and other 
applicable laws, rules or regulations lies with you. In no event shall the ISO or its employees be liable to you or anyone else for any decision made or action taken in reliance on the information in these materials.
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Q&A from training 

QUESTION: What is the bid ceiling? The energy bid ceiling tells you if the market has received either a valid bid above $1000/MWh in a 
given hour from a physical system resource, or the MIBP goes above $1000 in that hour. Valid bids must be from resource-specific, 
physical system resources registered in the ISO’s master file to trigger an increase in the energy bid ceiling. 

QUESTION: If the bid ceiling is $1000/MWh, can you still bid above $1000/MWh if your DEB is above $1000/MWh? Yes, resource-
specific resources can bid above $1000/MWh depending on their specific bid cap, which for most resources (with the exception of 
storage) is set by the higher of $1000/MWh or the DEB. The bid ceiling gives you information but is not a limitation. 

QUESTION: When is the real-time MIBP calculated? What information will be made available to market participants, and when? 
The MIBP is calculated the night before the trade-day in time for the ISO update the relevant systems. The ISO does not publish the 
exact MIBP values, but does provide market participants with relevant information prior to the real-time market. By XXpm, SIBR will re-
validate bids and update the energy bid ceiling table based on the MIBP calculated for real-time. By XXpm, the shaping factor for the 
MIBP will be made available in OASIS. 

QUESTION: Does the DEB cap differ between DA vs RT market? Does revision to the DEB cap depend on the DEB type? No, the cap 
on all DEB calculations will be revised up from $1000/MWh to $2000/MWh in both DA and RT regardless of DEB type or timing. 

QUESTION: Will my bid become invalid if it is below the DEB cap? No. It will not be considered invalid. It will be accepted as the bid. 
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Q&A from training cont.

QUESTION: Do the bidding rules differ between the DA and RT markets? Do the rules depend on DEB type or DEB value?  The 
rules for bidding primarily depend on technology type and the value of the submitted bid. For all technology types, bids above 
$2000/MWh will be rejected. For all technology types, bids below $1000/MWh will be validated. Bids between $1000/MWh and 
$2000/MWh will be validated based on the bidding rules for the technology type. The bidding rules for storage resources (NGR-LESR) 
may be impacted by the resource’s choice of DEB. While all DEB options can be calculated to be above $1000/MWh, the bid cap for 
resources using the storage DEB option will not use the DEB as a reference to validate bids above $1000/MWh. 

QUESTION: What happens if my resource uses the storage DEB option, and the DEB is calculated to be over $1000/MWh? The 
DEB can be calculated to be above $1000/MWh, but it will not be used to validate the resource’s bids above $1000/MWh. However, the 
DEB will be used in the event that market power mitigation is triggered and the resource’s bid is identified to be revised. If the resource’s 
DEB is above $1000/MWh and the resource bids above the DEB, because either the 4th highest MIBP value or highest cost verified bid is 
greater than $1000/MWh and the DEB, the resource’s bid will not be revised lower than the DEB. 

QUESTION: If we bid above $1000/MWh, but our DEB is below $1000/MWh, what is the bid cap? $1000/MWh. 

QUESTION: Let’s say I have a hydro resource with a negotiated DEB calculated to be $400/MWh and in some hours we bid at 
$800/MWh. Will my bid be revised to my DEB? SIBR would not revise this bid. Any bid up to $1000/MWh will not be capped. This 
functionality is only important if you are submitting a bid above $1000/MWh. 
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Q&A from training cont.

QUESTION: Let’s say I have a hydro resource with a negotiated DEB calculated to be $400/MWh and in some hours we bid at 
$1800/MWh. Will my bid be revised to my DEB? Bids above $1000/MWh will be capped by the higher of $1000/MWh and the DEB. In 
this case, $1000/MWh is higher than the DEB so the bid would be revised to $1000/MWh. 

QUESTION: Would we expect to see at least 1 hour in the energy bid ceiling report to show $2000/MWh if the 4th highest MIBP 
is above $1000/MWh? Yes, if we get a MIBP above $1000/MWH, we would see the bid ceiling go to $2000/MWh for that hour. If the 4th 
highest MIBP value is above $1000/MWh, we would expect to see the energy bid ceiling to show $2000/MWh for at least 4 hours. 

QUESTION: "The Storage DEB will set the cap so the bid becomes $1200/MWh." and then the next slide says "Storage DEB will 
not set the cap. The bid will be capped at soft offer cap $1000/MWh." These 2 sentences seem to be at odds. Could you please 
explain again? For the first Storage DEB, this is pointing to the NDEB or a different DEB value. The following slide is the Storage DEB 
option, which will not set the cap. On the slides, I can go through and ensure that is clarified. 
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Questions and Answers (Q&A)

QUESTION: Will the CAISO publish the 4th highest MIBP being used for the purpose of the market sim for verification 

purposes? Yes, the ISO will provide the value used in the market sim so that stakeholders can confirm the outcome. 

QUESTION: What happens if we submit a bid of $2000? Will SIBR automatically revise the bids and do we have time to 
respond to those changes? You can submit a bid up to $2000, and SIBR will revise the bid down to the value determined by 

the new bidding rules. The value of the cap might change with additional information received by the market, and SIBR re -
validates bids at certain times prior to the trade-day. When SIBR re-validates bids, it uses the original bid value (not the revised 

bid value) as the basis for validation which means bids might be revised up. SIBR will notify SCs when those rules are re -fired.
For example, a storage resource might bid $2000 into the DAM and SIBR would cap that bid at $1000 for the DAM, but could 

revise the bid up should the 4th highest MIBP for the RTM be above $1000. In this case, the SC would be notified the evening 
before relevant trade-day when SIBR calculates the MIBP for the RTM and revalidates bids. Some relevant market information 

may not be available until the close of the window for the relevant trade-hour, like the highest cost-verified bid. In this case, 
SIBR will revalidate bids after the close of the window and it will be too late for an SC to react to that change. However, i t is 

expected that market participants will not submit bids above their competitive value, so market participants should not need to 
take action should the bid be revised up. 

QUESTION: When does SIBR revise bids and do we have time to respond to those changes? SIBR re-validates bids at 

certain times between the DA and RT market runs and SCs will be notified through SIBR when that happens. Each time it re -
validates bids, SIBR considers the original bid (not the revised bid) for the relevant trade-hour, so bids can be revised up based 

on new information. If a cost-verified bid comes in just before the trade window closes, SIBR could revise bids up with this 
information after the window closes (please refer to example in appendix). 
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Questions and Answers (Q&A) cont. 

QUESTION: If soft bid cap is at 1000/MWh$ for that hour, are we able to submit a SIBR bid in real-time above that for 

that hour? This has previous been a functionality. This project creates new SIBR rules to cap bids at whatever is the highest 
value is.

QUESTION: When there is a cost-verified bid in the DAM, does that set the cap for storage resources in all hours or 

just the relevant trade-hour? A cost-verified bid in DA could set the cap for storage resources only for the relevant trade-hour 
in RT.

QUESTION: What does the energy bid ceiling table in SIBR mean? There’s a tab that shows which hours in the DA or RT 

the energy offer cap has been raised to the $2000. This does not mean a storage resource can successfully bid up to $2000 in 
each of those hours, but that either the MIBP or a cost-verified bid is above $1000 in that hour. 

QUESTION: When there is a cost-verified bid, does that bid set the price only for the relevant trade-hour? Is there a 

difference if the bid is adjusted through the automated process? It does not matter how the bid was cost-verified, a cost-
verified bid will impact the offer cap only in the relevant trade-hour in which the bid is submitted.  

QUESTION: Will storage be able to submit bids above $1000 in every hour and will the ISO adjust those bids? Yes, 

storage resources can bid up to $2000 no matter what the cap is, and SIBR will reduce the bid down to the applicable cap. 
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Summary Scenario 1 Scenario 2
Market 

Simulation
Wrap Up 

Our meeting agenda
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Who does this impact?

9

Scheduling Coordinators (SC) in the 

CAISO Balancing Authority Area (BAA) and 

Western Energy Imbalance Market (WEIM).

 Default Energy Bid (DEB) resources.

 Energy storage resources registered as a 

Limited Energy Storage Resource 

(LESR). 
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Expressed the importance of the ISO timely 
addressing intra-day opportunity costs in 
relation to the soft offer cap for energy limited 
resources.

FERC 831
Bids can be submitted above
$1000/MWh but must be cost verified by the 
market operator or market monitor. 

Working Group 
& Stakeholders

Background on initiative 
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Business 

Requirements 

Specification 

(BRS) 6/25/24

Board of 

Governors 

Approval 

5/21/24

External 

Training 

7/11/24

Market 

Simulation 

7/23 - 7/26

Go-live

8/1/24 

(pending market 

sim and testing)

Initiative timeline 
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To learn more about Price Formation Enhancements, check out the policy initiative page! 

Updated Market Sim Dates

https://www.caiso.com/documents/decision-on-rules-for-bidding-above-the-soft-offer-cap-price-formation-enhancements-memo-may-2024.pdf
https://www.caiso.com/documents/business-requirements-specification-price-formation-enhancements-rules-for-bidding-above-the-soft-offer-cap.pdf
https://www.caiso.com/documents/market-simulation-structured-scenarios-price-formation-enhancement-rules-for-bidding-above-the-soft-offer-cap.pdf
https://www.caiso.com/stakeholder/training/releases-and-initiatives
https://stakeholdercenter.caiso.com/StakeholderInitiatives/Price-formation-enhancements
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Modify the bid cap for energy storage resources to provide bidding 
flexibility using a proxy opportunity cost value (real-time market). 

Rules for Bidding Above Soft Offer Cap

12

Revise the $1000/MWh cap on Default Energy Bids (DEBs) for all 
resources to a value of $2000/MWh.

Market Instruments BPM Attachment D for more detail on DEB calculations. 

https://bpmcm.caiso.com/Pages/BPMDetails.aspx?BPM=Market%20Instruments
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Unmute yourself Raise your handor

What Questions Do You Have? 
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“UNCAPPING” THE DEB 

Let’s review the first part for bidding above the soft offer cap  
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Target audience Solution 

All resources, including 

hydro and others, for all the 

DEB ranking options.

Replace the cap from 

$1000/MWh to $2000/MWh 

in DEB calc. resources in 

DA/RT.

Thynk UnlimitedRevise the $1000/MWh cap on Default Energy Bids (DEBs) for all 

resources to a value of $2000/MWh.

Bidding Rules when the uncapped DEB is above $1,000/MWh, each resource’s DEB becomes its bid cap
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For this example, the 

DEB is above 

1000/MWh$ so it 

becomes the 

resource bid cap.

Hydro example – DEB cap $1600 and becomes resource specific bid cap
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$1600

Hydro DEB

$800

Bid 1

Hydro example – bid 1 of $800 is valid and accepted 

Continuing the 

example, the bid is 

below the DEB cap, so 

it is accepted.

Remember: bids will 

not be mitigated up to 

the cap. Bids will only 

be mitigated down to 

the cap if it is above it.
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Hydro example – bid 2 of $1400 is valid accepted 

Similar as before, the 

bid is below the DEB 

cap, so it is accepted.
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Hydro example – bid 3 is valid but capped at the DEB 

Here we see an 

example when the 

Bid is above the DEB.

This is when that bid 

is mitigated to be 

capped at the DEB.
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Example here shows 

how when a bid is above 

the hard cap, the bid will 

receive an error message 

(invalid bid). Participants 

will be asked to resubmit.

Hydro example – bid 4 is invalid and must be corrected

21



ISO PUBLIC - © 2024 CAISO

Raises DEBs above 

$1000/MWh for registered 

resources. 

ISO ACTION
Scheduling Coordinators 

(SCs) submit bids above 

$1000/MWh in the DAM 

and RTM. 

MP ACTION
Verify that bids in SIBR are 

accepted up to the DEB 

value.

SCs verify the DEB values 

in CMRI. 

SCENARIO 1 TIMELINE

EXPECTATION EXPECTATION 

Reminder: NGR-LESR storage DEB resources will be tested according to scenario 2.
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Existing CMRI report – verifying DEBs & SIBR impacts 

23

CMRI > Default Bids > Default Energy Bid Curves 

SIBR: No User Interface (UI) or Application Program Interface (API) changes. Validation rules for bidding can be found here! 

https://www.caiso.com/documents/sibr-release-notes-rules-for-price-formation-enhancement-pfe.pdf
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Unmute yourself Raise your handor

What Questions Do You Have? 
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STORAGE RESOURCES (NGR-LESR)

Let’s review the second part for bidding above the soft offer cap  

25
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Target audience Solution 

Battery storage 

resource registered as a 

Limited Energy Storage 

Resource (LESR) with 

DEBs in RTM.

Bidding rules to cap bids over 

$1000/MWh by the higher of: 

• DEB (if available to SIBR) 

• $1000/MWh (soft offer cap)

• 4th Highest Maximum Import 

Bid Price (MIBP) (across the day)

• Highest cost-verified bid

(relevant trade hour)

Thynk UnlimitedModify the bid cap for energy storage resources to provide bidding 

flexibility using a proxy opportunity cost value (real-time market). 

Note: Resource the energy bid plus GHG bid in RTM shall be capped by the bid ceiling $2000
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Maximum Import Bid 

Price (MIBP)

(Electric Hub Price * Hourly Energy Price Shaping Factor)*1.1 

• Electric Hub = max(Mid-C, PV DA bilateral price)

• Hourly Energy Price Shaping Factor = based on SMEC 

What’s the calculation?

When is it calculated?

When/where is it published?

• All the hours of trading day prior to DAM.

• Re-calculated prior to the first hour of RTM. 

• Static 24 hour curve, no intra-day changes.

• It contains proprietary data, so it is not published

• Publish shaping factor on OASIS

27

To learn more, check out the 

business requirement specification.

https://www.caiso.com/documents/business-requirements-specification-price-formation-enhancements-rules-for-bidding-above-the-soft-offer-cap.pdf
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Existing report 
Open Access Same-Time System (OASIS) link

http://oasis.caiso.com/mrioasis
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OASIS > Prices > Energy  Prices > Hourly Energy Shaping Factor 

Using MIBP calculation and this report, users can identify the approx. MIBP value. The index price 

that the ISO uses is Intercontinental Exchange (ICE).

How to use this data to validate if the MIBP was used to cap storage bids
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SIBR > Messages > Energy Bid Ceiling 

30
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Example of energy bid ceiling with $2000/MWh cap 

 Energy bid ceiling may be raised because MIBP or 

cost verified bid 

 When the bid ceiling is raised to $2000/MWh, that 

does not mean your resources bid cap is 

$2000/MWh.

31

SIBR > Messages > Energy bid ceiling 
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LESR’s Storage DEB v. Storage DEB Option

DEBs have a hard cap of $2000/MWh.

Storage DEB option will not set the bid cap for those resources. 

Storage DEB will be used in market power mitigation. So if you bid above 

the DEB, which is above $1000/MWh, you may be mitigated down to an 

uncapped DEB value. 

Other DEB options like NDEB, Variable, LMP DEB options, etc., will be used 

to set the cap. 

32
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in this scenario is 

an NDEB, 

therefore, it will 
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which sets the 

new cost verified 

bid to $1100/MWh. 
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Bid

LESR example – Storage DEB sets cap (bid accepted) 
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Added clarification on what 

DEB is used in example
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The Storage DEB 

is a Variable DEB, 

therefore, it will 

set the cap so the 

bid becomes 

$1200/MWh.
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Bid

LESR example – Storage DEB sets cap (bid adjusted) 
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Added clarification on what 

DEB is used in example
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Storage DEB is the 

Storage DEB 

option, therefore, 

it will not set the 

cap.

The bid will be 

capped at soft 

offer cap 

$1000/MWh (which 

is the highest 

value). 
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LESR example – Storage DEB option does not set the cap 
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Added clarification on what 
DEB is used in example
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37



ISO PUBLIC - © 2024 CAISO

Raise MIBP and submit 

cost-verified bids above 

$1000/MWh to enable 

NGR-LESR to submit bids 

above $1000/MWh.

ISO ACTION
SCs to submit NGR-LESR 

bids above $1000/MWh in 

real time.

MP ACTION
Verify that real time bids 

above $1000/MWh in SIBR 

are accepted up to the 

higher of the 4th highest 

MIBP and highest cost-

verified bid.

For testing only, the ISO 

will email registered MPs 

with the 4th highest MIBP 

information. 

SCENARIO 2 TIMELINE

EXPECTATION 4TH HIGHEST MIBP

38

Reminder: NGR-LESR storage DEB resources will be tested during this scenario. 
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Unmute yourself Raise your handor

What Questions Do You Have? 

39
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Participate in Market Simulation

40

Attend Market Simulation Forum calls to stay informed on 

timing of activities for this and other release

• Monday and Thursday 2pm PPT

Submit questions and additional scenario requests to the ISO 

via the CIDI application 

Register to participate in the simulation at  

MarketSim@caiso.com mailbox by July 11, 2024

mailto:MarketSim@caiso.com
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01

Wrap Up

Summary, Q&A
• What’s happening next.

41
41
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Business 

Requirements 

Specification 

(BRS) 6/25/24

Board of 

Governors 

Approval 

5/21/24

External 

Training 

7/11/24

Market 

Simulation 

7/23 - 7/26

Go-live

8/1/24 

(pending market 

sim and testing)

Initiative timeline Reminder 

42

Updated Market Sim Dates
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Functional Environment Options for CIDI Cases 

• Inquiries are not directly related to Market Simulation issues & 

when there is no environment impact 

– Ex. Business Requirements Specifications (BRS) comments, 

implementation questions, feedback, etc.

• Contact: release@caiso.com

• Inquires that are related to the MAP-Stage Environments (non-

production) 

– Ex.  Connectivity, unanticipated simulation results, etc.

• Contact: MarketSim@caiso.com

43

mailto:release@caiso.com
mailto:MarketSim@caiso.com
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Tell us how we did   

Takes 3-5 minutes to complete 

Helps us improve future training

Link: https://www.surveymonkey.com/r/caisocoursesurvey

44

Instructor Dottie 

Training course Other: Price Formation Enhancement 

https://www.surveymonkey.com/r/caisocoursesurvey
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Thank you for 

your participation! 

For clarification on anything presented in this training, send an email to: 

CustomerReadiness@caiso.com

For other questions or stakeholder specific questions or concerns use one of these methods: 

• Submit a CIDI ticket

• Contact your Scheduling Coordinator

• Use the “Contact us” page on caiso.com to submit questions

46

about:blank
about:blank
https://www.caiso.com/about/contact
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Reference Links
Market Sim Scenarios: https://www.caiso.com/documents/market-simulation-

structured-scenarios-price-formation-enhancement-rules-for-bidding-above-the-

soft-offer-cap.pdf

FERC Order 831 – Emergency, Compliance and Enhancements Initiatives 

presentation from 2021: https://www.caiso.com/Documents/Presentation-FERC-

Order-831-Import-Bidding-Market-Parameters-Training-Apr-28-2021.pdf

PFE Draft Final Proposal: 

https://stakeholdercenter.caiso.com/InitiativeDocuments/Presentation-

PriceFormationEnhancements-May2-2024.pdf

PFE Final Proposal: 

https://stakeholdercenter.caiso.com/InitiativeDocuments/Final-Proposal-Price-

Formation-Enhancements-May17-2024.pdf

FERC Transmittal Letter:  https://www.caiso.com/documents/may-31-2024-tariff-

amendment-price-formation-enhancements-er24-2168.pdf

47

https://www.caiso.com/documents/market-simulation-structured-scenarios-price-formation-enhancement-rules-for-bidding-above-the-soft-offer-cap.pdf
https://www.caiso.com/Documents/Presentation-FERC-Order-831-Import-Bidding-Market-Parameters-Training-Apr-28-2021.pdf
https://stakeholdercenter.caiso.com/InitiativeDocuments/Presentation-PriceFormationEnhancements-May2-2024.pdf
https://stakeholdercenter.caiso.com/InitiativeDocuments/Final-Proposal-Price-Formation-Enhancements-May17-2024.pdf
https://www.caiso.com/documents/may-31-2024-tariff-amendment-price-formation-enhancements-er24-2168.pdf
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Reference Links
ISO Board of Governors and WEIM Governing Body Memo: 

https://www.caiso.com/documents/decision-on-rules-for-bidding-above-the-soft-

offer-cap-price-formation-enhancements-memo-may-2024.pdf

Price Formation Enhancements Policy Initiatives: 

https://stakeholdercenter.caiso.com/StakeholderInitiatives/Price-formation-

enhancements
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https://www.caiso.com/documents/decision-on-rules-for-bidding-above-the-soft-offer-cap-price-formation-enhancements-memo-may-2024.pdf
https://stakeholdercenter.caiso.com/StakeholderInitiatives/Price-formation-enhancements
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APPENDIX 

LESR Storage Resource Timing Example; DEB Explanation  
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SC submits 

bid into DAM. 

SIBR revises 

it to 

$1000/MWh 

(soft offer 

cap).

LESR storage resource example of timing 
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After the real-

time MIBP is 

calculated, 

SIBR revised 

bid to the 4th 

highest MIBP 

$1500/MWh.

LESR storage resource example of timing cont.
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SIBR checks every 5 

minutes and may 

revise bids up to the 

close of the relevant 

trade window.

We see here that a 

highest cost verified 

bid of $1800/MWh was 

accepted and is now 

the cap.

LESR storage resource example of timing cont.
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LESR storage resource example of timing cont.

Hypothetically, this 

could continue to be 

raised, up until that 

hard cap of 

$2000/MWh for this 

window.

This example shows 

you how bids can 

change, depending 

on the bids submitted 

and when.
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Default Energy Bid (DEB)? Mirrors a resource’s specific competitive marginal costs in 

the market in conditions when participants might have market power. 

(differs resource to resource)

Internal ISO system 
calculates.

Separate calculations for 
DA/RT & peak and 

off-peak hours.

Market Instruments BPM 
Attachment D for more 

detail on DEB 
calculations. 

CALCULATED ADDITIONAL INFO.
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LESR example – Soft offer cap sets the cap 
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