Comments of CalWEA, the LSA, and 8me on

Scheduling Rights Issues in the CAISO Dynamic Transfers Draft Final Proposal
The California Wind Energy Association (CalWEA), the Large-scale Solar Association (LSA), and 8minutenergy Renewables LLC (8me) hereby submit their joint comments on the limited issue of Dynamic Transfers (DT) scheduling rights issues, as addressed in the following:

· “Dynamic Transfers – Draft Final Proposal” (“Proposal”), a May 20th update to the CAISO’s prior proposals to standardize and expand "Dynamic Transfers" – Dynamic Scheduling and Pseudo-Tie arrangements; and

· The May 27th CAISO stakeholder meeting to discuss the Proposal.
The CAISO is considering whether, if limits are placed on DT schedules (either for specific lines or overall for the CAISO system), awards of capacity in each hour (and the resulting schedules) should be based on either:

· Regular CAISO scheduling and congestion-management protocols – its original proposal; or

· Some alternative system of priority rights decided in advance.

We intend to submit comments on the remaining Dynamic Transfer issues on June 10th, as permitted in the latest CAISO timeline.

Related issues:  Before commenting on our specific positions, we want to state that:

· DT Generators would be at a commercial disadvantage to sellers into the CAISO with static schedules if:

· DT scheduling limits are imposed.  We do not see any reason any that operational limits on DT schedules would be needed at all, since those schedules seem no more problematic operationally than internal generation schedules on internal lines.  
· DT Generators are subject to 10-minute imbalances (i.e., do not qualify for PIRP).  This is simply not commercially feasible and would be far worse than the imbalance provisions in either the FERC pro forma OATT or the tariffs of surrounding BAAs.

· The DT framework is not viable without reform of the current arcane capacity-reservation practices that unnecessarily tie up firm capacity into California and the CAISO.  The Proposal only requires hourly capacity reservations and allows for use of nonfirm capacity for Dyanamic Transfer energy schedules; however, it is not clear whether: (1) much or any firm capacity will be available on an hourly basis; or (2) other BAAs will allow Dynamic Transfer scheduling using nonfirm capacity.

· Should the CAISO conclude that DT scheduling limits are warranted (and FERC agrees):

· Those limits should be justified explicitly and be as non-restrictive as possible – e.g., confined to the time periods and/or system conditions where identified problems may exist, and then only to the extent necessary; and

· Any DT scheduling rights should apply only after regular market operations.  In other words, the CAISO should use its regular congestion management/market optimization routines to determine schedules at the interties, and only apply any DT scheduling rights if the market results would violate the established DT scheduling limits.  This concept is illustrated in an example in our detailed comments below.

Specific comment areas:  Given the above opinions, our specific comments are generally as follows:

· We continue to favor some system of priority rights, as the additional certainty will help generators subject to DT arrangements (“DT Generators”) finance their plants, if the rights are awarded in a manner that does not disadvantage them commercially.

· We continue to favor a priority-list system, rather than an explicit capacity award system, because the former would avoid the complexities and problems of the latter.

· Any award of scheduling rights should be based on ownership of, or contracts with, specific DT Generators (and not, e.g., based on loads).  Those rights should be usable by whichever entity is scheduling for those generators.

The remainder of these comments discuss: (1) our understanding of when a priority-rights system would apply; and (2) the specific priority-rights system that should apply.

When a DT priority-rights system would apply
Before addressing a specific system of DT priority rights, it would be helpful to understand when that system would apply.  We believe that the CAISO should first clear the market through its regular congestion-management protocols, and then only apply any DT priority-rights system if the resulting schedules would include more DT schedules than allowed by any DT scheduling limits.  

In other words, the DT priority system would not interfere with the normal economic scheduling and dispatch on the CAISO system.  Instead, it would simply determine the order of DT schedule awards if the market would otherwise require pro rata or other allocation of available DT capability.

To illustrate our understanding, assume a 1000 MW intertie with a 300 MW DT scheduling limit, and preferred schedules exceeding the 1000 MW capacity (i.e., transmission congestion).  

If the CAISO’s regular economic-optimization routines (including exercise of any economic bids) resulted in 200 MW of DT schedules and 800 MW of static schedules, there would be no need for further CAISO action.

If the CAISO’s regular forward-scheduling routines (including exercise of any economic bids) resulted in 400 MW of DT schedules and 600 MW of static schedules:

· The DT priority-rights system would determine which 300 MW of DT schedules clearing the market would actually receive a CAISO final schedule.  The CAISO would otherwise have to impose some other allocation method anyway – e.g., pro-rata schedule cuts.  Use of a pre-set prioritization methodology would discourage submission of unrealistically high preferred schedules if congestion (and the resulting pro rata schedule curtailments) were expected and provide some certainty to generators high on the priority list scheduling in that hour that their power would flow.

· The CAISO would re-run its economic optimization for the static schedules to derive an economic solution for the 700 MW of static-schedule capacity.  That optimization would determine applicable pricing for all schedules at this intertie.

The DT priority-rights system that should be applied
Overall proposal:  As we stated before, we can see some merit in a “priority list” concept, where the CAISO would:

· First use regular CAISO market mechanisms to derive schedules on intertie transmission paths; and 

· Then go in reverse order of the DT Generators on this list instead of curtailing schedules pro rata, if the DT schedules clearing the market exceed any DT limits.  

Priority for placement on the list would be based on a first-come, first-served listing, i.e., based on the date the CAISO request was received.  Requests should be tied to specific resources in the interconnection queues of their Host BAAs, and generators not scheduling DT imports into the CAISO within 3 years of the CODs in their interconnection applications should lose their place on the CAISO priority list.

Benefits of a priority list

· Plant financing:  A position on a priority list (or other scheduling rights award) would allow DT generators to better match their transmission rights to the CAISO BAA border with the right to actually schedule the power into the CAISO system.  Since renewable generators are typically paid only for the power they can produce, this higher level of scheduling certainty should result in a more secure revenue stream and better enable financing construction of outside-CAISO plants built to serve California.

· Simplicity:  A priority list is a simple mechanism that would not require the CAISO to assess the viability of potential DT projects or their planned CODs, or the likelihood that their output will be sold into the CAISO, because: 

· If a plant is not built, it will simply be dropped from the list; and 

· Until the plant is built and operating, its position on the list would not impede the use of any DT capability by plants that are operating and scheduling into the CAISO.

Moreover, a priority list would not require the CAISO to estimate likely output profiles for different kinds of resources, and try to piece them together on an hourly basis like some game of Tetris.  If a plant on the list is not scheduling in a particular hour when the list must be used to assign DT scheduling rights, the capability it would otherwise qualify for would simply go to the next plant on the list.

Finally, a priority list would not require the CAISO to devise any system of secondary trading of rights, like an outright capacity award.  A plant’s position would not be tradable, and the next plant on the list would use that plant’s unneeded rights.

Awards of scheduling rights:  Awards should be tied to specific DT Generators on the priority list, i.e., based on either ownership of, or contracts with, those DT Generators.  The rights should be usable by the entity that is scheduling for the plant, and should follow the generator if its contractual arrangements change over time.  This would be analogous to the treatment of load under the Direct Access program, where Congestion Revenue Rights (CRRs) follow loads that switch Load-Serving Entities (LSEs) for retail service.

Some at the May 27th stakeholder meeting advocated allocating scarce DT rights to LSEs only, e.g., based on load.  Under no circumstances should the CAISO contemplate allocating scarce DT rights – whatever their form – to LSEs, or to any other entity, on any basis besides their ownership of or contracts with DT Generators.  We would strongly oppose that kind of allocation and, in fact, would prefer the original CAISO proposal to an allocation system on that basis, for these reasons:

· It makes no sense to award DT rights to LSEs that may not even own or have contracts with DT Generators while leaving others buyers or generators with less than they need.  Those LSEs have no need for such rights.

· Awarding DT rights only to LSEs would grant them tremendous leverage in Power-Purchase Agreement (PPA) negotiations.  Effectively, LSEs would control which generators could get DT arrangements – a role that should be assumed by the CAISO, not LSEs – and a generator would be forced to contract with those LSEs or be confined to static scheduling arrangements.  That framework would put DT generators in a commercially disadvantageous position by forcing them to deal with only a limited group of buyers and seriously impairing their ability to sell to anyone else.
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