COMMENTS OF THE CALIFORNIA WIND ENERGY ASSOCIATION
AND THE LARGE-SCALE SOLAR ASSOCIATION

ON THE CAISO DYNAMIC TRANSFER STRAW PROPOSAL
The California Wind Energy Association (CalWEA) and the Large-scale Solar Association (LSA) hereby submit their joint comments on the following:
· “Dynamic Transfers Straw Proposal” (Proposal), CAISO’s March 10th proposal on standardizing and expanding "Dynamic Transfers" – Dynamic Scheduling and Pseudo-Tie arrangements; and

· The March 17th CAISO stakeholder meeting to discuss the Proposal.

Overview of these comments:  We begin by restating CalWEA’s and LSA’s strong support of this CAISO initiative.  Many of our members are developing renewable generation projects both inside and outside California, and we believe that both will be needed for the state to reach its ambitious Renewables Portfolio Standard (RPS) objectives.
Expansion of Dynamic Transfer (DT) availability was made even more critical by the CPUC’s recent decision in R. 06-02-012.  That decision only allows “bundled” power purchase/sales to be counted for RPS compliance purposes if their first point of transmission interconnection is to a California Balancing Authority (BAA) or if they are importing into the CAISO through a DT arrangement.  
The DT criterion for RPS qualification means that the terms and conditions for DT service must be logistically and commercial feasible for any new imports into California to count toward meeting RPS requirements for CAISO-area Load-Serving Entities (LSEs) on a bundled basis.  It is thus extremely important for the CAISO to quickly resolve the many problems with the proposed DT framework to avoid impairing California’s progress toward meeting its 20% and 33% RPS targets. 
Overall assessment:  The Proposal contains some positive elements.  However, other elements of the Proposal are of great concern and, if not modified, they could result in a DT framework that is unworkable.  These problematic elements, described below, include scheduling and settlements provisions that are unduly discriminatory and/or unrealistic for intermittent generation.

· Positive elements of the Proposal:  The Proposal would apparently allow:

· DT generators to generate above schedule.  At best, an intermittent generator will generate above any output forecast (that is less than its maximum capacity) about half the time, assuming that the forecast is unbiased.  Any realistic DT framework for intermittent resources must provide for these variations, subject to available capacity.  

However, we note that, among many other unclarities and contradictions in the Proposal, proposed Tariff Section 2.1.13 seems to contradict this provision, and we do not agree with the means by which generation above schedule would apparently be allowed, as noted below.

· Hourly firm transmission reservations to the CAISO intertie point.  This is a step in the right direction – there is no reason to require a longer-duration reservation when that capacity would not be needed in many or most of the hours of the day.  However, other parts of the Proposal could effectively require a Day Ahead (DA) schedule despite this provision (see below).
· Problematic elements of the Proposal:  Generally speaking, the Proposal fails to adhere to the proposed criterion in our Straw Proposal that the treatment of intermittent DT generators be the same as for intermittent inside-CAISO generators unless there is a valid operational or other reason for a difference.  Problematic elements of the Proposal include:
· Lack of clarity and consistency, e.g., between requirements for Pseudo-Tie and Dynamic Scheduling requirements;

· Requirements that intermittent resources adhere to CAISO Eligible Intermittent Resource (EIR) meteorological data and outage reporting rules without actually making them “eligible” for the Participating Intermittent Resources Program (PIRP);
· Exposure generally to 10-minute schedule imbalances – the same untenable structure that made PIRP necessary for inside-CAISO resources;

· De facto Day Ahead scheduling requirements for most intermittent generation, and resulting higher exposure to real-time imbalance charges;

· Scheduling accuracy requirements that are not achievable for any intermittent resources or, alternatively, unworkable 5-minute real-time schedule updates;
· CAISO charges that would be unreasonable and unduly discriminatory; and
· CAISO study proposals that are not justified, i.e., that fail to:
· Clearly outline the study objectives or schedule; and/or
· Distinguish between integration needs of renewable resources generally – already addressed in other CAISO studies – and concerns specific to DT transactions.

Our problems with each of these issues are described further below.

Summary of recommendations:  The CAISO should do the following:

· Clarify its proposed requirements and rules for both Dynamic Schedules and Pseudo Ties, clearly distinguishing between the two and resolving internal inconsistencies;

· Allow DT generators to qualify for PIRP, thus protecting them from unrealistic Day Ahead scheduling obligations and 10-minute imbalance provisions;

· Remove the Dynamic Scheduling accuracy rules for intermittent DT generators;

· Subject DT generators to the same charges as internal generators, and not additional charges for real-time imbalances from schedule; and

· Clarify the objectives for its proposed studies, including how they specifically relate to DT transactions (as opposed to renewables integration generally).

Problematic elements in the Proposal
General lack of clarity and consistency:  There are inconsistencies and unclarities throughout the written Proposal and meeting slides, including (but not limited to):

· Proposal elements for Pseudo Ties vs. Dynamic Scheduling:  The written Proposal details Dynamic Scheduling requirements.  The March 17th meeting slides (slide 10) states that the rules for Pseudo Ties would be the same except for a “few exceptions,” listing allocation of schedule deviations between BAAs and Pseudo Tie layoffs (power delivered to host BAA).
However, it became clear during the meeting discussion that there are other areas where the requirements might differ – e.g., the applicability of the proposed Dynamic Scheduling schedule-accuracy requirement to Pseudo Ties, and perhaps other provisions as well.
· Other inconsistencies in the Proposal:  For example, the Proposal states (p.33), that real-time plant output cannot exceed “the associated transmission reservation” and that such output cannot exceed Final Hour Ahead Schedules (proposed Pseudo Tie tariff provision 2.1.13).  However, the examples in the meeting slides (slides 21-23) not only say that such exceedance would be allowed but actually show how the CAISO would manage it.
· Other unclarities in the Proposal:  For example, the Proposal mentions the current 3% scheduling accuracy requirement in the Dynamic Scheduling tariff provisions (more on that below).  That requirement appears to apply only to Day Ahead schedules, but it is not clear whether or not this requirement is intended to apply to Hour Ahead schedules also.

The Eligible Intermittent Resource requirements are another example.  Slide 20 of the meeting presentation seems to indicate that compliance with EIR requirements (see below) is optional, for those electing the 5-minute schedule update option.  However, slide 24 says that DT generators must meet those requirements regardless.  
CAISO should ensure that these key Proposal elements are both clear and internally consistent.

Eligible Intermittent Resources requirements:  We remind the CAISO that EIRs are so named because they are “eligible” for PIRP.  The Proposal appears to require that intermittent resources meet EIR meteorological data and outage-reporting requirements (see above) but does not actually make them eligible for PIRP, deferring that question to a different CAISO stakeholder process that will begin sometime this summer.  There are two main issues here.  

· First, the workability of the DT framework with respect to intermittent resources is so connected to PIRP eligibility that this question cannot be deferred.  As described further below, if these plants are not allowed into PIRP, the Day Ahead scheduling requirements and CAISO Tariff 10-minute balancing requirements will render the proposed DT framework economically infeasible, in the same manner as such inside-CAISO plants before PIRP became available.  (These issues are discussed further below.)
There is no rational reason to exclude these resources from PIRP:

· They are being developed to meet California RPS requirements;

· They would be eligible for PIRP if they were built in the CAISO BAA; and 

· Their intermittency is no worse elsewhere than here, i.e., the economic impact of covering them in PIRP would be no worse because they are imports.  

No intermittent resources were developed between CAISO start-up in 1998 and PIRP implementation in 2003-4 except two plants where CDWR assumed responsibility for schedule imbalances, and that was before any DA Must-Obligations (MOOs).  If DT resources would be subject to CAISO tariff imbalance energy and DA MOOs, then they should be eligible for PIRP.

This rationale is particularly strong for DT resources using Pseudo Tie arrangements.  The current CAISO tariff provides only that a resource must be intermittent, connect to the CAISO Controlled Grid as its first point of transmission interconnection, and comply with the required EIR meteorological and outage-reporting requirements to qualify for PIRP.  A DT generator complying with the EIR requirements would appear to satisfy all these requirements, so they would qualify even under the current tariff provisions, with no modifications needed at all.
· Second, the Proposal (p.7) contains vague statements about PIRP that must be clarified.  The Proposal states that the market initiative on intermittent-resource rules, to begin this summer (where the CAISO proposes to address the PIRP eligibility question) would:

· “Cover market issues concerning intermittent resources in general;” and
· “Consider revisions to the PIRP program as a whole,” including “”whether its overall structure remains appropriate.”

We were quite alarmed to see this apparent collateral attack on the PIRP in this document.  CalWEA and the LSA were the main champions of this initiative in the Market Initiatives Roadmap last Fall, and this was definitely not the defined scope at the time.  
The scope of that effort was initially defined as “Rules to Encourage Dispatchability of Wind and Solar Resources,” with specific mention of possible economic bids on PIRP schedules and lowering the decremental-energy bid-price floor; later in that process, the CAISO added the additional provisions of another initiative, “Day Ahead Scheduling of Intermittent Resources,” to the scope, with our concurrence.
Wholesale revision or reconsideration of PIRP was not mentioned in either the scope discussions in that process or final Market Initiatives Roadmap documentation.  We certainly would not have supported any initiative with any hint of that scope and request that the CAISO confirm that the initiative scope will be as agreed to in its own earlier stakeholder process.

Exposure generally to 10-minute schedule imbalances:  In general, any DT framework that subjects intermittent resources to the financial risk of 10-minute imbalances from forward schedules will render that framework untenable.  However, without PIRP eligibility, it appears that any DT participation under the rules in the Proposal would subject generators to this same imbalance-energy risk that led to PIRP establishment in the first place.  
Exposure to 10-minute imbalances from forward schedules would impose the same financial and financing consequences today as they did at that time.
It appears that even the proposed 5-minute schedule update (see below) would not reduce this exposure in any material way – DT generators would still be responsible for 10-minute deviations from their forward schedule deviations; the only difference would be that some of the deviations would be billed at the Instructed Imbalance Energy (IIE) rate instead of the Uninstructed Imbalance Energy (UIE) rate – an immaterial difference with respect to the potential financial risk.

SCE mentioned at the meeting that intermittent-resource suppliers need not worry about this, because most PPAs provide for the Buyer to take deliveries at the plant PNode.  However:

· That structure is now agreed to voluntarily by both Buyer and Seller.  Ignoring this element would effectively mandate that kind of PPA arrangement, giving Buyers considerable additional leverage in any negotiations; and

· Buyers undoubtedly consider their potential imbalance exposure in any price offers.  Lack of an available PIRP option to cover imbalances would surely be figured into those offers, so effectively the generators would bear the economic impact regardless.

De facto Day Ahead scheduling requirements:  As noted above, the Proposal does not mandate Day Ahead schedules, and we support this provision.  However, other market requirements would likely mandate use of DA schedules, e.g.:

· Requirement for firm import transmission capacity:  If such capacity is available at all, it may only be realistically available on a DA scheduling basis.  

· PPA requirements:  Power-Purchase Agreements (PPAs) typically confer all “capacity attributes” to the Buyer, including the right to claim the generation capacity to meet Load-Serving Entity Resource Adequacy (RA) Requirements (RARs).  PPAs with resources that cannot be counted toward RARs generally command much lower prices in the market.  

RA Resources are required to bid into the CAISO DA market, including the Residual Unit Commitment (RUC).  The CAISO should provide that intermittent DT resources will not be subject to any DA scheduling requirement under the RA rules if they are not ultimately allowed into PIRP, either in this effort (as we strongly recommend above) or through the future initiative where PIRP eligibility will be considered.

Scheduling accuracy requirements:  The Proposal would apply the current requirement that any real-time deviations from DA schedules (“adjusted by dispatch”) not exceed the greater of 5 MW or 3% of Pmax in at least 95% of the 10-minute intervals on 3 successive days, more than three times.    
(As noted above, it is not clear whether this requirement is also intended to apply to:

· Pseudo Tie arrangements (the remainder of this discussion assumes that it does, pending clarification by the CAISO); and/or

· Hour Ahead scheduling.)

DT generators violating this standard are subject to disqualification from the program.  Disqualification from the DT program would be potentially catastrophic for intermittent generators; their main reason for being is to satisfy California RPS requirements, and loss of RPS eligibility would undoubtedly violate their PPAs and lead to possible PPA loss altogether.  
The Proposal offers an alternative framework that features 5-minute schedule updates (with a 2-hour non-binding look-ahead).  The CAISO would issue new dispatch instructions pursuant to those schedule changes, subject to congestion-management capability (see below).  
There are several problems with this proposal.

· Optionality:  There is no way that intermittent resources could avoid DT program disqualification without the alternative scheduling option, since no intermittent-resource forecasting methodology has yet demonstrated the ability to comply with such tight tolerances around a forecast made that much in advance.  Thus, this “option” is not really an option at all.  
· Operational feasibility:  There is no evidence that intermittent resources could comply with the tolerance requirement even with 5-minute schedule updates.  Moreover, such updates would likely be no better than the 5-minute persistence-based forecasts that the CAISO could develop on its own and (as far as we know) uses on its own internal systems and would be extremely unwieldy for intermittent-resource SCs.

· Financial feasibility:  This option would apparently not relieve the generator from financial responsibility for 10-minute imbalances from the DA schedule (and HA schedule, if applicable).  This element alone would make the DT framework financially infeasible (see above).
Moreover, the CAISO’s concerns here about scheduling inaccuracies are misplaced, because:

· Inaccuracies would presumably be no worse here than for inside-CAISO resources;

· The CAISO would presumably have access to the same output and meteorological data as for inside-CAISO resource; and

· The CAISO would be charging a forecasting fee to these resources that is the same as for in-area PIRP and other EIR resources, to fund its own forecasting ability.

Finally, this requirement is unduly discriminatory.  It does not apply to intermittent (or any other) resources inside the CAISO area and, given CAISO’s proposal to apply congestion-management rules to DT transactions, there is no reason to apply it to imports.

In conclusion, the CAISO should drop this scheduling-accuracy requirement entirely with respect to intermittent resources (if not others as well), because:

· It is ridiculous to apply such a tight scheduling tolerance to intermittent resources, and there is no evidence that 5-minute schedule updates will allow a DT generator to comply with it.
· A framework that subjects DT generators to financial responsibility for 10-minute imbalances from forward schedules (especially DA schedules) is simply infeasible, as noted above. 
CAISO charges applicable to DT transactions:  The Proposal would charge DT resources Transmission Access Charges (TACs), Grid Management Charges (GMCs), and “the congestion component of LMPs” based on “the greater of scheduled and actual delivery.”  The rationale for this element is that the schedule effectively amounts to a transmission reservation, and the CAISO wants to make sure that DT generators don’t self schedule at levels that “exceed their actual expected delivery.”  There are several problems with this provision.
· It would be unnecessary.  Generators not in PIRP would be subject to 10-minute imbalance energy charges from those schedules, a far more punitive incentive not to schedule high than any of the charges mentioned.  Generators in PIRP would presumably be scheduling per the PIRP forecast and, therefore, will not be gaming their schedule and should not be penalized for producing above a schedule based on a forecast that they did not even formulate.

· It wouldn’t make sense.  

· It’s likely that some or all the available capacity will be used anyway.   The congestion management rules would allow the CAISO to increment other dynamically scheduled generators in real time if their bids are economic and were otherwise constrained by the initial DT generator schedules.

· Intermittent generators producing below their schedules may still have responsibly scheduled based on their expected production.  Inherently, with an unbiased forecast, intermittent generators will product below their expected output about half the time – that is the nature of intermittent generation.

· Intermittent generators producing above their schedules may still have scheduled their expected production – they are just generating even more than that.  Even if you assume that this means they did not schedule above expected production, this proposal would penalize them by assessing the above charges based on their actual production. 

· It would be unfair.  Effectively, this amounts to yet another imbalance charge, on top of all the others, and it is not based on cost; moreover, intermittent generators inside the CAISO are not subject to these additional charges, even when they are scheduling on congested lines and their schedules exceed their actual production.  Generators inside the CAISO, and import resources, don’t even pay TAC charges today because those costs are covered in end-user retail rates, and there is no cost justification for imposing them only on intermittent DT generators.
CAISO study proposals:  The CAISO described some studies it might conduct to consider DT limits, either overall or at specific interties.  However, despite a very lengthy discussion at the meeting that included a marked disagreement between two CAISO speakers, the CAISO failed to either clearly outline the study objectives or distinguish between those objectives and those of CAISO studies already underway to examine 20% and 33% RPS levels.  
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