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Review TAC Structure Revised Straw Proposal

This template has been created for submission of stakeholder comments on the Review
Transmission Access Charge (TAC) Structure Revised Straw Proposal that was published on April
4, 2018. The Straw Proposal, Stakeholder Meeting presentation, and other information related to
this initiative may be found on the initiative webpage at:
http://www.caiso.com/informed/Pages/StakeholderProcesses/ReviewTransmissionAccessChargeSt

ructure.aspx.

Submitted by Organization Date Submitted

Steve Hance 408-640-6894 Silicon Valley Power 05/01/2018

Upon completion of this template, please submit it to initiativecomments@caiso.com.

Submissions are requested by close of business on April 25, 2018.
Please provide your organization’s comments on the following issues and questions.

Hybrid billing determinant proposal

1. Does your organization support the hybrid billing determinant proposal as described in the
Revised Straw Proposal?

Silicon Valley Power (SVP) generally supports the CAISO’s hybrid billing determinant
proposal, with the following caveats described in the comment areas below.

2. Please provide any additional general feedback on the proposed modification to the TAC
structure to utilize a two-part hybrid billing determinant approach.

SVP believes the hybrid billing determinant proposal results in allocation of HV TAC that
better aligns with cost causation than does the current volumetric-only method. Two very
significant changes have taken place since the original, PTO-based, volumetric billing
determinant was chosen that make the change from a volumetric-only rate to a hybrid
volumetric-demand rate necessary and just and reasonable.

First, the CAISO now utilizes a region-wide HV TAC vs. the original PTO specific TAC
whereby such regionalization has resulted in HV TAC costs that have benefited lower load
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factor UDC:s at the expense of higher load factor UDCs without comparable benefits. The
hybrid billing determinant will more appropriately align these benefits and costs than staying
with the current volumetric-only approach.

Second, the build out of a significant amount of customer-sited DG, mainly roof top solar,
shifts costs, under today’s volumetric rate, from UDCs with heavy Distributed Generation
(DG) development to UDCs without the same level of DG development taking place in their
service territories. The hybrid billing determinant would better align the costs associated with
the HV transmission system with the non-energy related benefits provided by the system to
customers of varying load factors.

Determining components of HV-TRR to be collected under hybrid billing determinants

3. Does your organization support the proposal for splitting the HV-TRR for collection under the
proposed hybrid billing determinant using the system-load factor calculation described in the
Revised Straw Proposal?

Yes. SVP supports the proposal for splitting the HV-TRR under the proposed hybrid billing
determinant using the system-load factor calculation.

4. Please provide any additional specific feedback on the proposed approach for splitting the HV-
TRR costs for the proposed hybrid billing determinant.

SVP has no additional specific feedback on this issue at this time.

Peak demand charge measurement design for proposed hybrid billing determinant

5. Does your organization support the proposed 12CP demand charge measurement as described
in the Revised Straw Proposal?

SVP understands the rationale for the CAISO choosing the 12CP method in the latest version
of the draft straw proposal. However, because the 12 CP method can mute the price signal
regarding the drivers for most transmission planning decisions and costs, SVP would prefer a 4
CP method or other cluster-of-peak-hours method as described in SVP’s prior comments. If
CAISO proceeds with a 12 CP method, SVP suggests modifications to the CAISO’s 12CP
method which result in cost allocations that would better align with desired end use customer
behavior, resulting in more efficient use of the grid, as described in our response to Item #6
below.

6. Please provide any additional feedback on the proposed design of the peak demand charge
aspect of the hybrid billing determinant.

SVP suggests looking at the advent of end-use customer-sited energy storage as an example of
what could happen in varying months under various rate designs. In most cases the end-use
customer is billed both a demand charge and an energy charge by their UDC, and the end-use
customer would most likely operate an energy storage system to reduce its UDC bill. Such
end-use customers might attempt to avoid their demand rate component by looking at
discharging their energy storage system to shave their individual metered demand and not
necessarily during the time periods that would provide the most value to the market or
interconnected electric system. If the CAISO moves to a 12CP hybrid allocation approach,
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there will be an incentive from the UDC perspective to modify rates such that end-use
customers would be rewarded for reducing demand during the estimated CP periods of a
particular month. While this incentive might work, there will be certain situations that arise
that will likely result in end-use customer behavior not necessarily being as productive as it
could be if the 12CP method was appropriately modified.

SVP suggests looking at September 1, 2017 as an example of what could happen under the new
hybrid TAC rate design. For any interested end-use customer looking at the total CAISO load
on this day it would be reasonable to assume that for the remaining days in September the
CAISO would not set a new peak, and further demand reduction would not avoid any
allocation of demand based charges. SVP suspects that the desired behavior most UDC’s
would want from their end-use customer base is to maximize the use of energy storage or
demand response within the distribution system to avoid wholesale energy and demand
charges, and from a HV transmission perspective to avoid the construction of what may be
unneeded new transmission lines or upgrades. Since UDCs generally pass through wholesale
costs to their end-use retail customers, anything that can be done from a wholesale rate design
perspective that causes desired behavior from a retail customer should be pursued.

One issue with retail rate design is the desire to keep it sufficiently simple such that the
customer is able to understand their rate and reliably predict what their costs may be going
forward. On the wholesale side of the business, utilities are not as constrained with simplicity
since they tend to have experts with core business knowledge, and thus shouldn’t handcuff
themselves with a cost allocation that is overly simplistic if a better, more efficient, choice is
available.

Questions that should be asked and answered about the 12 CP option:

1. Is the value of energy storage or demand response equal in all months? From a
transmission planning perspective, transmission is built to reliably serve the annual peak
load. But from a transmission operation perspective, maintenance outages for both
generation and transmission facilities will cause all monthly peaks to be a concern even
though system peaks during that month may be significantly below the annual system peak.

2. If the answer to question 1 is “no”, is there a numerical method that could be used to
proportion the demand component of the hybrid TAC billing determinants that more
equitably apportions the TRR demand component of the TAC to months that the CAISO
would desire more demand response or energy storage behavior?

SVP attempts to answer the second question by creating a graphic representation of CAISO total
demand using 2016 hourly data and excel conditional formatting to illustrate periods of time
throughout each month where it would appear peak shaving would be desirable. The conditional
formatting uses the color gradient scale with the midpoint (yellow) set at 90% such that all hourly
loads below 90% of the monthly peak demand show as green-to-yellow while all hourly loads with
in the top 10% of the system peak show as orange-to-red.

SVP provides this information to assist the CAISO and its stakeholders in considering if the 12CP
method should be improved upon and appropriately adjusted.

NOTE: The information below depicts one illustration for each month of 2016, starting with data
for January and ending with December. SVP notes that the summer months’ peaking hours
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(colored orange to red) have substantially higher MW when compared to the other months’
peaking hours.
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These depictions of 2016 hourly data point towards a conclusion that a single peak hour per month
likely isn’t the most equitable solution. SVP suggests the CAISO form a methodology that takes
into account all of the dark red time periods, keeping in mind that none of the top 12 demand hours
of the year occur in non-summer months. Further, SVP submits that the current volumetric rate
doesn’t send a signal to demand response Or energy storage customers as does a capacity rate.
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SVP suggests that if a 12 CP method will be used, it be modified to apportion more of the revenue
recovery to months with higher demands, and submits the following as approaches for
investigation and consideration:

Assumptions:
For simplicity, assume the HV TAC demand component of the TRR was $1,200,000,000

and assume the following chart contains the previous year’s monthly CAISO recorded peak
demands.

MW
Jan 30100.99
Feb 29731.63
Mar 29670.08
Apr 30421.88
May 34259.08
Jun 44776.02
Jul 45666.19
Aug 43541.5
Sep 40100.19
Oct 32594.97
Nov 31445.56
Dec 30330.08

The minimum monthly peak demand during this year was March with a peak demand of 29,670
MW, and the maximum monthly peak demand was 45,666 MW in July. Similar to how the total
TRR was bifurcated into a volumetric rate and a demand component, the CAISO could bifurcate
the demand component into monthly allocations using the following method:

First, multiply the highest peak month (45,666 MW) by 12 months, which results in 547,992 MW-
months. Second, then divide that result into the total HV TRR demand component of
$1,200,000,000 - resulting in a base rate of $2,189.8/MW-month.

This rate, multiplied by the actual recorded peak demands of each month, would recover
$779,659,875 (about 65%) of the HV TRR demand component - leaving $420,340,125 (about
35%) yet to be recovered.

Subtracting the March figure (the minimum monthly peak demand for this particular year) from
each of the twelve months’ actual peak demand results in the following table.
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Amount
above min

Peak month peak

Demand |demand
Jan 30100.99 430.91
Feb 29731.63 61.55
Mar 29670.08 0
Apr 30421.88 751.8
May 34259.08 4589
Jun 44776.02 15105.94
Jul 45666.19 15996.11
Aug 43541.5 13871.42
Sep 40100.19 10430.11
Oct 32594.97 2924.89
Nov 31445.56 1775.48
Dec 30330.08 660
66597.21

Review TAC Structure Initiative

Allocating the $420,340,125 remainder based on the monthly peak demand in excess of the year’s

minimum monthly demand would create the following table and monthly rates.

Portion of TRR not

recovered through

the base rate that

would be allocated

Amount by % of monthly
above min |% of peak demand peak demand over |Total TRR to be Monthly
Peak month peak |above minimum Min Month TRR recovered with [the minimum recovered in the demand
Demand |demand month peak demand [Peak Base Monthly Rate [the base rate month month rate
Jan 30100.99 430.91 1% 29670.08| $ 2,189.80 | $  64,971,656.27 | $ 2,719,765.03 | S  67,691,421.31 [ $ 2,248.81
Feb 29731.63 61.55 0% 29670.08| $ 2,189.80 | $  64,971,656.27 | $ 388,483.76 | S 65,360,140.04 | $ 2,198.34
Mar 29670.08 0| 0% 29670.08| $ 2,189.80 | S  64,971,656.27 | $ - S 64,971,656.27 | S 2,189.80
Apr 30421.88 751.8 1% 29670.08| $ 2,189.80 | $  64,971,656.27 | $ 4,745,119.29 | $  69,716,775.56 | S 2,291.67
May 34259.08 4589 7% 29670.08| $ 2,189.80 | $ 64,971,656.27 | S  28,964,288.93 | S  93,935,945.20 | $ 2,741.93
Jun 44776.02 15105.94 23% 29670.08| $ 2,189.80 | $ 64,971,656.27 | S  95,343,824.52 | $ 160,315,480.79 | $ 3,580.39
Jul 45666.19 15996.11 24% 29670.08| $ 2,189.80 | $ 64,971,656.27 | $ 100,962,290.65 | $ 165,933,946.92 | $ 3,633.63
Aug 43541.5|  13871.42 21%|  29670.08| S 2,189.80 | $  64,971,656.27 | S 87,551,932.17 [ $ 152,523,588.45 | $ 3,502.95
Sep 40100.19 10430.11 16% 29670.08| $ 2,189.80 | $ 64,971,656.27 | S  65,831,492.61 | S 130,803,148.89 | $ 3,261.91
Oct 32594.97 2924.89 4% 29670.08| $ 2,189.80 | $ 64,971,656.27 | S 18,460,962.97 | S  83,432,619.24 | $ 2,559.68
Nov 31445.56 1775.48 3% 29670.08| $ 2,189.80 | $  64,971,656.27 | S  11,206,257.51 | S  76,177,913.78 | $ 2,422.53
Dec 30330.08 660 1% 29670.08| $ 2,189.80 | $  64,971,656.27 | $ 4,165,707.28 | S  69,137,363.55 | $ 2,279.50
66597.21 base component $  779,659,875.28
variable component | $ 420,340,124.72

Max 45666.19  547994.28 $ 2,189.80
Min 29670.08

This is one example of a method that could be used to allocate the demand component under the

hybrid approach that still utilizes 12CP as a base method, but places more value on demand

reduction during higher peaking months. This modified 12 CP method better reflects the costs
associated with the higher peaking months than does the simple method of allocating 1/12™ of the
HV TRR demand component to each month of the year.

Another example of a method for adjusting the CAISO’s 12 CP proposal to further recognize the
heavier peak demand distribution in summer months could be to allocate more, potentially even up
to 100%, of the total HV TRR demand component ($1,200,000,000 in the prior first example) to
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each separate month using the distribution in the fourth column of the above table (“% of peak
demand above minimum month peak demand”). That is, rather than using the roughly 65%
calculated in the first example above, the CAISO could administratively select a lower percentage
of the HV TRR demand component to be recovered using a base monthly rate, which results in a
higher percentage of the demand portion of the HV TRR to allocate based on the percentage of
peak demand above minimum month peak demand. The result would be a lower (or potentially
no) base monthly rate and a greater amount of the total HV TRR demand component (than the
35% in the first example) collected via the varying monthly supplemental portion of the total
demand rate.

Such adjusted 12 CP methodologies appear to move closer to being consistent with the CPUC’s
utilization of Effective Load Carrying Capacity (ELCC) in determining Net Qualifying Capacity
(NQC) of generating units for Resource Adequacy (RA) purposes. The CAISO — in both its April
4, 2018 Revised Straw Proposal and its April 11, 2018 stakeholder meeting presentation — notes
the importance of being consistent with CPUC RA requirements.

Treatment of Non-PTO entities to align with proposed hybrid billing determinant

7. Does your organization support the proposed modification to the WAC rate structure to align
treatment of non-PTO entities with the proposed TAC hybrid billing determinant?

Yes. SVP supports the proposed modification to the WAC rate structure design for non-PTOs.

8. Please provide any additional feedback related to the proposal for modification to the treatment
of the WAC rate structure for non-PTO entities.

SVP has no additional feedback on this issue at this time.
Additional comments

9. Please offer any other feedback your organization would like to provide on the Review TAC
Structure Revised Straw Proposal.

SVP supports the CAISO’s rejection of moving the point of measurement from the end-use
customer meter to the Transmission Energy Downflow (TED). Further, SVP supports the
hybrid billing determinant proposal as well as its proposed modification to the WAC rate
structure. That said, SVP believes that there could, and should, be modifications made to the
proposed 12CP methodology to support cost allocations that ultimately align better with
desired end-use customer behavior.
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