CAISO Market Initiatives Roadmap 

5/1/2008 Template for Stakeholder Comments



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
SCE appreciated the presentation provided by Mr. Brian Theaker on the procurement of Voltage Support services.  SCE notes the current tariff already has a mechanism to secure voltage support, and in some instances has a prescribed methodology for determining payments.  The LMP formulation is not designed to procure voltage support and thus we see this project as requiring significant software development as well as a significant stakeholder process.  It is SCE’s opinion that this item should be prioritized and ranked in the same manner as all other items presented to market participants in the 5-Year Market Participant Roadmap.  As with all other items on the roadmap the ISO should use the ranking methodology described during the roadmap review meeting in determining if this item should be considered high priority.                  
b. Economic Methodology for Transmission Outages 2.2.3.30
This is a high priority item from SCE’s Transmission Business Unit perspective.   A revised methodology based on economics will be consistent with the ISO tariff language.  Also, from a transmission organization perspective, the objective of a revised methodology should result in more efficient transmission outage practices under MRTU.    

Based on information provided by the CAISIO during Mr. Brian Hitson discussion on this topic it is SCE’s understanding that the CAISO is committed to work on an economical methodology for determining transmission outages subject to the 30-day outage notification rule.  Given this, SCE requests the ISO to provide stakeholders with a schedule for this effort and understands the ISO will be working on this effort soon after MRTU goes live.

SCE looks forward to working with the CAISO and impacted stakeholders in the development of this revised methodology.
c. Strengthening General Market Power Provisions - 2.2.3.26
Overall SCE feels strongly that it is the responsibility of the CAISO’s DMM staff to evaluate and review the market power provisions on a continuous basis.  The existence of market power puts into jeopardy the competitiveness of the California wholesale energy market.  Concerns over market power must be addressed in an expedited manner and the CAISO should anticipate that such issues often will not go through this ranking process, but rather, will require immediate attention when they are identified.  
d. Dynamic Pivotal Supplier Test – 2.2.2.5
SCE would like a chance to evaluate the effectiveness of the current “static” supplier test prior to implementing or designing a Dynamic test.  That is, if market results indicate the current static test is ineffective in mitigating market power, making the test Dynamic has the potential to undermine the mitigation further.  
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?
A. Standard RA Capacity Product (ISO score - 37)
SCE agrees with the CAISO‘s that this item should be given the highest ranking based on majority stakeholder support.  SCE does question the score of 10 given in the market participant impact category.  Since all LSE’s already perform RA contracting, implementing the Standard RA Capacity Product may not have a significant impact on current LSE activities.  SCE feels a score of 7 would be more appropriate.  
SCE supports the development of a standard RA product and its incorporation in to the CAISO’s tariff; however we do not support the Calpine proposal because it does not adequately address the issues of: (1) determination of qualified capacity, (2) performance standards and penalties, (3) collateral requirements, and (4) the CAISO’s role in administering the items.  Further, we believe any standardized product must provide the CAISO with comparable or superior reliability as compared to the current system.  We feel that integrating a standard capacity product in the CAISO tariff is not a trivial exercise and will require the CAISO to assume an expanded and substantive role in the RA process.  This will require interactions and likely agreements with both the CPUC and other local regulatory agencies and will require formal FERC approval of all tariff language. 

B. 30-Minute Ancillary Service Product (ISO score – 29)

SCE questions the high priority ranking of this item, in particular the benefit scores calculated by the ISO.  This item was rated as providing significant improvement to grid reliability and improving market efficiency.  Each category was given a score of 10.  SCE questions the “significant improvement” in large part because we were not aware, until the release of the initial rankings, that this item was strongly desired by the CAISO.  SCE agrees with the ISO’s comment that by creating a new reserve product the CAISO will have more reserve available for operations, but we question the comment that this product will provide a reduction in exceptional dispatch.  The ISO has stated on numerous occasions that they cannot predict how many exceptional dispatches will be performed each day, only to say that they will be infrequent.  Based on the infrequent nature of exceptional dispatch calls SCE doesn’t see how a reduction in “infrequent’ exceptional dispatches is a significant improvement.  Further, it is unclear what problem the CAISO is trying to resolve by adding a new product.  Since we don’t understand the problem, there is no way of determining if a 30-minute product is the most effective and efficient solution. 
Given the limited interest in this item by stakeholders and the lack of justification provided by the CAISO, SCE suggest the CAISO lower the reliability and market efficiency scores to 7’s until they have demonstrated to stakeholders 1) the operational problems the CAISO is trying to solve, and 2) that a 30-minute product is the best solution to this problem(s). 
C. Multi-Settlement System for Ancillary Services (ISO score - 28)

SCE questions the score of 7 given to the desired by stakeholder category.  Upon reviewing all submitted comments only one market participant had this item ranked in their top three.  Based on this SCE doesn’t agree with the CAISO categorization that this item was desired by a majority of stakeholders and suggests that that the ISO change the score to 3, which better reflects the limited interest by stakeholders.  
D. Import & Export of Ancillary Services (ISO score – 26)

Given the limited interest by stakeholders on this item SCE would like the CAISO to provide additional information on the benefits to California of exporting ancillary services.
E. Improve Tagging Procedures & Functionality (ISO score – 24)
No additional comments at this time.  

F. Multi-Day Unit Commitment in IFM (ISO score – 23)
SCE believes this item will have a significant impact on market efficiency and should be ranked higher.  Moreover, in order to maintain grid reliability, the limited 24-hour optimization horizon of MRTU the optimization may force the CAISO to rely on exceptional dispatch in order to keep certain units committed.  SCE notes that we understand that all of the eastern ISO’s look at a commitment horizon of more than 24-hours and historically horizons of 5 – 7 days have been considered in order to ensure an efficient dispatch.  This item should be ranked higher and implemented as soon as practical.   
G. Exchange of Day-Ahead Scheduling Information (ISO score – 23)

No additional comments at this time.  

H. Simultaneous RUC and IFM (ISO score – 21)

SCE does not believe the CAISO can reach conclusions on efficiency gains until the process envisioned for simultaneous RUC is better defined.  SCE continues to believe that, in general, the market should determine, to the greatest extent possible, the units needed to serve load.  While we understand that the CAISO must maintain reliability, we are not convinced that the CAISO’s attempts to “override” the market by integrating its desire for RUC will improve market efficiency, and rather, such a practice could instead artificially inflate energy prices and uplifts costs. 
I. Transition to ARR (ISO score – 19)

No additional comments at this time.  

J. Sub-Regional Scarcity Pricing & Ancillary Service Cost Allocation
SCE is supportive of the CAISO proposal to delay the discussion of sub-regional scarcity pricing until after the implementation of statewide scarcity pricing.  SCE looks forward to a more detailed discussion of this topic at future scarcity pricing stakeholder meetings.   
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