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The California Wind Energy Association (CalWEA) and the Large-scale Solar Association (LSA) appreciate the opportunity to submit these comments on the CAISO’s Third Revised Straw Proposal in the Renewables Integration – Market and Product Review, Phase I (RI-MPR1) initiative.  This initiative – meant to encourage economic bids to provide the CAISO flexibility to manage expected higher future levels of Variable Energy Resource (VER) penetration – consists of three proposals:

· Reduce the decremental energy bid-price floor from -$30/MWh to -$300/MWh, to encourage VERs (and others) to submit decremental energy bids;
· Revise the Bid-Cost Recovery (BCR) provisions to separate the DA and RT markets, to maintain incentives to mostly fossil-fuel resources to submit economic bids; and  

· Revise and phase out the Participating Intermittent Resources Program (PIRP).  This element of the program has undergone several versions, and the latest proposal would:

· Change the allocation of any revenue shortfalls from the PIRP monthly netting mechanism, from the current “Net Negative Uninstructed Deviations” (NNUD) method (to RT generation below schedule and RT load above schedule) to the Load-Serving Entities (LSEs) that buy from plants scheduling output under PIRP each month, proportional to the MWhs scheduled from those plants.  

· Close PIRP to plants executing PPAs after the CAISO filing of the proposal at FERC. 

· Allow PIRP plants to continue participation to the end of their current PPA terms.

· Otherwise maintain the PIRP as it is today, including the prohibition against submission of economic bids when the plant is scheduling in PIRP.

LSA and CalWEA support the proposals to lower the decremental energy bid-price floor and modify the BCR provisions as described above.  The remainder of these comments from LSA and CalWEA focus on the proposals related to PIRP.  As LSA and CalWEA have stated before, nothing in CAISO studies to date has indicated that radical action is needed with respect to PIRP.  

CalWEA and LSA support modifications to PIRP to allow economic bidding, and, with this change, PIRP can continue to offer an important risk management tool while helping the CAISO achieve its goal of increasing economic bids from VERs.  Our positions on the CAISO’s specific proposals are as follows:

· Cost-allocation change:  We have no objection to the proposed PIRP cost-allocation change, which the Proposal terms consistent with “cost causation.”  We agree that the LSEs buying from PIRP plants are the ultimate beneficiaries of the PIRP netting, either because: (1) they are responsible for bearing the imbalance costs directly (e.g., as the Scheduling Coordinator for the plant); or (2) their contract terms reflected PIRP benefits if the seller is bearing the imbalance costs and reducing its risk through PIRP. 

· Additional PIRP changes:  The CAISO’s proposal to otherwise keep PIRP as is, including the prohibition against economic-bid submission, is illogical and inconsistent with the CAISO’s expressed concern about a lack of decremental energy bids.  

There will be a significant amount of capacity in the program, and we see no reason why the CAISO would want to continue this counter-productive policy.   Exposure to real-time prices for real-time economic bids should give PIRP resources the same incentives as other suppliers to offer such bids and perform when called upon.  

Moreover, the lower decremental bid-price floor will make economic bids critical for PIRP resources, because of the manner in which PIRP was implemented in the MRTU framework.  

PIRP resources are now paid their HASP self-scheduled MWs times the weighted-average hourly LMP, with real-time deviations from that schedule addressed under PIRP monthly netting treatment.  The potential large negative LMPs from the lower bid-price floor could make the ability to price HASP schedules necessary to protect those resources from such prices; in any case, those prices would incent PIRP participants (like other generators) to offer decremental-energy bids on their HASP schedules, an outcome the CAISO should welcome.

While some software modifications would be needed to enable economic bids under PIRP, the CAISO will have to make substantial software changes to accommodate the changes contemplated in the RI-MPR2 proposal, and we do not see why the changes to allow economic bids for PIRP participants would be any more difficult or complex than those.

The CAISO should at least suspend the PIRP netting mechanism when the weighted-average LMP during the hour is negative.  That would give PIRP participants an incentive during those periods to reduce their usage where they are able.  Without that change, those generators would not benefit from any reductions below schedule to benefit the system, because the PIRP netting mechanism would prevent those real-time output reductions from translating into payments to the generators.

· PIRP “grandfathering:”  The CAISO proposal to grandfather into PIRP projects with PPAs executed before the filing date is much more reasonable than prior proposals and will avoid the contract disruption of earlier proposals.  However, if there is a cutoff date (see below), that date should be the date of a FERC order, not the filing date, consistent with past CAISO and FERC policy (e.g., RA Standard Capacity Product II).

· PIRP continuation:  The CAISO’s proposal to close PIRP to new generation projects after the cut-ff date is inconsistent with the proposed cost-allocation change, as long as the LSE buying the power consents to a plant’s participation.  The cost-allocation change effectively converts PIRP into an imbalance insurance program, with those wanting the netting protection paying the cost through their share of any revenue shortfalls and those not wanting such protection completely protected from any allocation of those costs. 

The CAISO said at the July 19th meeting that it was concerned about the prohibition against economic-bid submission by PIRP participants if the program remains open to new generation, since the CAISO wants to encourage VER flexibility and market participation.  However, as discussed above, this feature should be added to PIRP regardless of whether the program stays open, and it should then not be a reason for not continuing PIRP.

More generally, CalWEA and LSA continue to believe that the CAISO, in its studies and its RI-MPR proposals, has not demonstrated: (1) the need for large quantities of economic bids, beyond those expected from fixing the MSG functionality and new resource capabilities (fossil, demand-side, and storage resources); or (2) any rationale for believing that VERs (or their SCs) would not submit economic bids if the payments and performance for those bids would be subject to market prices, especially with hard-fought new PPA provisions that allow for such bids. 

For example, the CAISO’s most recent 33% RPS modeling results (Slide 10 of Exhibit 1 to the CAISO’s July 1, 2011 testimony in R. 10-05-006) show a need for only 500-850 MW of additional downward load-following capability, and only in certain scenarios.  CalWEA and LSA agree with the CAISO that this downward flexibility can be procured through the limited curtailment rights in the RPS contracts recently approved by the CPUC in D. 11-04-030 (at 13-20), and/or through submission of decremental bids as proposed above.  This is a very small amount of additional downward flexibility compared to the 15,800-19,100 MW of VERs (CAISO July 1 LTPP Testimony, Exhibit 1, Slide 5, wind and solar only) expected to help comprise the 33% RPS.
Sensible structural changes to PIRP, like rationalizing the allocation of any revenue shortfalls and allowing economic bids, are appropriate enhancements, and LSA and CalWEA support them.  Thus, in summary, we urge the CAISO to do the following:

· Make the proposed cost-allocation and grandfathering changes;

· Modify PIRP to allow economic bids; 

· Suspend PIRP netting in hours when the weighted-average LMP at the generator’s location is negative; and

· Keep PIRP open to new projects, if the LSEs buying from those plants give their consent. 
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