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Housekeeping

This call is being recorded for informational and convenience purposes 

only. Any related transcriptions should not be reprinted without ISO’s 

permission. Any related transcriptions should not be reprinted without 

ISO’s permission.

The meeting is structured to stimulate dialogue and engage different 

perspectives.

Please engage in a respectful and professional manner. Introduce yourself 

and your organization when speaking. Follow the facilitator’s guidance for 

speaking or asking questions.

Please keep comments brief and avoid repeating points already made to 

ensure everyone has an opportunity to participate in a robust discussion.

You can access Closed Captioning and the Transparency Viewer using 

the controls located at the bottom of the Webex screen.
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Instructions for Raising Your Hand to Ask a Question

Please remember to state your name and affiliation before making 

your comment.

If you are connected to audio through your computer or used the 

‘call me’ option, select the raise hand icon located on the bottom of 

your screen. Start speaking after 2 second after your unmuted. 

If you are connected on the phone line only and not the Webex 

dial *3 to be added to the raise hand queue.

You may also send question via chat to all panelists.

If you need technical assistance during the meeting, please send a 

chat to the event producer at Intellor Events.
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Where are we in the process? 
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Day 1 agenda and timing
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Time Block Purpose

:00-:25 Open and frame the RSP Orient stakeholders and explain why these RSP items 

are moving forward

:25-1:00 CAISO BAA treatment and analysis Explain why CAISO keeps default competitive status 

and what data support referral

1:00-1:45 Grouping method Explain MEC ordering, export transfer connectivity, 

group testing, and the example

1:45-2:20 Net buyer / LSO

Identifying pivotal suppliers

Explain interval-specific LSO, withholdable capacity, 

and mitigating specific suppliers

2:20-2:30 Close and preview Day 2 Summarize feedback needs and preview scarcity 

pricing
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Day 2 meeting goals
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Explain the revisions

What changed from the straw 

proposal and why

Walk through the mechanics

Make sure grouping, LSO, 

and pivotal supplier logic are 

clear

Target feedback

Where written comments 

should focus before the draft 

final proposal

• Preserve time for questions after the technical sections

• Use examples to show how the proposals work

• Separate current items from future issues
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Two-day roadmap
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Day 1

BAA-level market power mitigation

Grouping, CAISO BAA treatment, 
LSO, and pivotal suppliers

Day 2

Scarcity pricing

Load shed pricing, armed 
reserves, emergency actions, and 

future comprehensive design

Ready to advance

Targeted BAAMPM reforms 

and scarcity pricing updates 

Needs feedback

Implementation choices, 

safeguards, data inputs, and 

tradeoffs

Future phase

BAAMPM for CAISO and 

comprehensive scarcity 

pricing
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RSP decision framework
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Reduce over-mitigation

Account for neighboring BAA 

competition, load obligations, 

and truly pivotal suppliers

Preserve price signals

Do not suppress legitimate 

prices when supply is tight 

and the market needs 

resources

Defer unresolved issues

Do not expand BAAMPM to 

CAISO or adopt 

comprehensive scarcity 

pricing in this proposal
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Stakeholder feedback

When Forum What changed

Sep 2025 Straw proposal meetings Changes to grouping, CAISO BAA, LSO, pivotal 

suppliers, and scarcity pricing timing

Oct-Nov 2025 WEM GB spotlight #1 and 

scarcity pricing working groups

Two-track plan – near-term package plus broader 

scarcity pricing work

Jan 2026 MSC discussion Updated BAAMPM analysis and input on mitigation 

and scarcity pricing 

Mar 2026 WEM GB spotlight #2 Stakeholder differed on when to do comprehensive 

scarcity pricing
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Stakeholder feedback directly changed the RSP scope, sequence, and technical design. 
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CHANGES TO BAA-LEVEL MPM

Price Formation Enhancements Revised Straw Proposal
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Current BAAMPM can overstate market power
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Tests single BAAs

The current framework tests 

each BAA alone and can miss 

competitive supply from 

connected areas

Supplier incentives

The pivotal supplier test can 

assume affiliates withhold 

supply they need to serve 

their own load

Mitigates all suppliers

If a BAA fails, current rules 

mitigate every supplier in it, 

even non-pivotal suppliers

Goal: align mitigation with actual competition in the evolving WEIM/EDAM footprint.
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Four design elements
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Question RSP answer

How will CAISO BAA be treated? Keep default competitive status

Which BAAs are tested together? Group BAAs by MEC and export transfer 

connectivity 

How much capacity could a supplier withhold? Subtract load-serving obligations from 

withholdable capacity

Which suppliers are mitigated after a group fails? Only pivotal suppliers
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How stakeholder feedback shaped the proposals
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Straw proposal or feedback RSP response Where it appears

CAISO BAA would no longer be automatically 

competitive

RSP withdraws that change.  CAISO keeps 

default status; CAISO BAAMPM moves to a 

future phase.

CAISO BAA treatment

Grouping approach let a lower-priced BAA fail 

only because it was tested with a higher-priced 

group

RSP keeps high-to-low sequencing.  If a merged 

group fails, test the lower-priced group on its own

Grouping algorithm

Stakeholders asked for clearer terms RSP clarifies competitive MEC vs. LMP, 

standardizes export transfer connections, and 

drops use of counterflow concepts

Grouping algorithm

Straw proposal explored LSO methods and kept 

the quarterly net buyer process

RSP replaces the quarterly net buyer process 

with interval-specific LSO and uses market 

outcomes and forecasts when possible. 

LSO and net buyer 

change

Straw proposal presented options to identify 

suppliers for mitigation after a failed 3PS test

RSP adopts a version of Option 2 – use 

1PS/2PS/3PS tests to set a cutoff and mitigate 

only pivotal suppliers

Pivotal supplier 

mitigation
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Keep CAISO BAA default competitive status
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Why keep this status?

The record does not yet 

support applying the BAA-

level test to CAISO

Main technical concern

The current test may not fully 

count CAISO economic 

intertie import offers as 

competitive supply

Future evaluation

Revisit CAISO BAA mitigation 

with broader scarcity pricing 

reforms

• If a tested group includes the CAISO BAA, the group passes.

• Local MPM and other existing rules still apply.

• The revision keeps grouping benefits for non-CAISO BAAs and avoids understating 

CAISO import competition.
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Why this links to scarcity pricing

BAAMPM can 
change market 
results during 
tight evening 

hours

Economic intertie 
offers may 

discipline CAISO 
prices, but the 

test may not fully 
capture them

Broader mitigation 
without robust 
scarcity pricing 
could suppress 
legitimate prices

Evaluate CAISO 
BAAMPM and 

broader scarcity 
pricing together
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• Please separate comments on grouping from comments on CAISO BAA treatment.
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Pass rate changes by algorithm variation

Page 16

Source: CAISO MSC presentation, Updated Analysis on BAA MPM, Jan. 16, 2026, slide 7

Key Points

• Grouping increased average 

pass rates by about 0.9 points 

(range: 0.0-2.1). 15 BAAs 

improved; none declined

• Grouping + LSO increased 

average pass rates by about 7.1 

points (range: 0.0-20.2).

• Group + CAISO test decreased 

average pass rates by about 2.2 

points.  All 23 BAAs declined. 

The analysis supports grouping and LSO reforms and shows CAISO 

treatment needs focused discussion.
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Pass rates by hour
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CAISO includedCAISO not included

Source: CAISO MSC presentation, Updated Analysis on BAA MPM, Jan. 16, 2026



CAISO PUBLIC

What the updated analysis supports – and does not prove
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Supports near-term changes

• Grouping recognizes regional 

competition

• LSO improves pass rates by 

reflecting load-serving 

exposure

• Findings support proceeding 

for non-CAISO BAAs

Supports deferring CAISO BAA

• Testing CAISO changes pass 

rates, especially HE 19-21

• LSO improves results but 

does not resolve the evening 

hour concern

• Analysis shows the need to 

better capture CAISO intertie 

competition

Does not prove

• CAISO BAA-level market 

power is widespread

• Structural test failures alone 

prove market power harm

• CAISO BAA is always 

competitive and its default 

status should never be 

revisited

1. Proceed with grouping + LSO

2. Keep CAISO status

3. Evaluate import competition + scarcity pricing in a future phase
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Grouping methodology
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Rank by MEC

• Use BAA-
specific MECs, 
high to low

Form groups

• Merge BAAs 
with equal 
MECs and 
export transfer 
connectivity

Test RSI

• Apply 3PS/RSI 
unless the 
group contains 
CAISO

Merge and 
retest

• Test export-
connected 
merged groups

• Retest the 
lower-priced 
group alone if 
needed

Set competitive 
MEC

• Use the lowest 
MEC in a 
passing group

• If a BAA does 
not pass, use 
bid floor ($-
150/MWh)

• Use MEC because BAAMPM tests BAA power balance constraints and price 

separation driven by transfer constraints. 

• The improved algorithm fixes path dependency where a lower-priced group can pass 

even if the merged group fails.

• If a BAA does not pass the test, mitigation functionally defaults to the resource’s DEB.
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Grouping example
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A B C D E

Iteration Action Result

1 Test {A}. Fails → A is marked uncompetitive.

2 Merge and test {A,B,C}.  If it fails, test 

{B,C} alone. 

{A,B,C} fails

{B,C} passes → mark B and C competitive at $80 

MEC. 

3 Merge and test {A,B,C,D,E}. Group includes CAISO, so mark D and E competitive.  

BAA A gets $60 competitive MEC. 

$100 $80 $80 $60 $60
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Replace quarterly net buyer exclusion with interval-specific LSO
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Current approach

Identify net buyers quarterly 

using 12 months of metered 

supply and demand

New process

BAAMPM identifies each 

affiliate as a net buyer or net 

seller each interval using the 

LSO-adjusted withholdable 

capacity calculation

• This change applies only to BAA-level MPM and does not change local MPM.
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Integrating load-serving obligations

Current concern

• The 3PS test may assume 
an affiliate withholds all 
available capacity

Proposal

• Treat the greater of 
minimum output or LSO as 
non-withholdable, capped at 
available supply

Result

• Withholdable capacity better 
reflects incentives
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Example: if max supply is 1,000 MW and LSO is 600 MW, only the 400 MW above 

LSO may be withholdable.  

Withholdable capacity = max supply – non-withholdable output floor
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Proposed LSO inputs by market context
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Context Proposed LSO input Notes

Day-ahead market Total scheduled load from the IFM MPM 

pass, including net virtual demand

Confirm how to treat net virtual demand

RTM: single-affiliate 

BAA

BAA real-time demand forecast for the 

interval

Straightforward when one affiliate serves 

BAA load

RTM: multi-affiliate 

EDAM BAA

BAA real-time demand forecast x 

historical affiliate load share

Includes an adjustment process for load 

changes

RTM: multi-affiliate 

WEIM-only BAA

Need accurate metered load shares, or 

set LSO to 0

MSC discussion suggested supply share 

is not a reasonable proxy

In WEIM, calculated LSO includes base scheduled net exports
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Target mitigation to pivotal suppliers

Group fails 
3PS

• The structural 
test finds the 
group 
noncompetitive

Rank 
suppliers

• Rank by 
withholdable
capacity, largest 
to smallest

Run 1PS

• Flag individually 
pivotal suppliers 
until a supplier 
passes → forms 
the “anchor” for 
the next test

Run 2PS/3PS

• Use the anchor 
supplier or pair 
to find jointly 
pivotal suppliers

Set cutoff

• The first passing 
3PS test 
establishes 
suppliers not 
subject to 
mitigation
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• Avoids mitigating non-pivotal suppliers in a noncompetitive group

• Acknowledges DMM concern that non-pivotal suppliers may still exercise market 

power in thin supply curve segments

• Accepts some Type II under-mitigation risk to reduce Type I over-mitigation risk
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Example
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Step Test Result

1PS Test S1

Test S2

S1 fails → flag S1

S2 passes and anchors the 2PS group

2PS Test S2+S3

Test S2+S4

S2+S3 fail → flag S2 and S3

S2+S4 passes and anchors the 3PS group

3PS Test S2+S4+S5

Test S2+S4+S6

S2+S4+S5 fail → flag S4 and S5

S2+S4+S6 passes and sets the cutoff at S6

Outcome Suppliers flagged through failed tests Mitigate S1-S5

Do not mitigate S6 or lower-ranked suppliers
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Day 1 close and transition to Day 2

Current proposals

• BAA grouping for BAAMPM

• LSO integration

• Mitigation only pivotal 
suppliers

Future phase issues

• Applying BAAMPM to the 
CAISO BAA

• Potential conduct-and-
impact testing

• Exclusions for very low or 
negative bids

Feedback needed

• Grouping edge cases

• MEC treatment

• LSO data

• Pivotal supplier algorithm
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Day 1 

Mitigation reforms

Prevent market power from 

setting uncompetitive prices

Day 2 

Scarcity reforms

Ensure prices reflect 

emergency system stress

Market design 

challenge

Distinguish artificial 

scarcity caused by 

market power from 

true scarcity
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APPENDIX SLIDES

Price Formation Enhancements Revised Straw Proposal
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Appendix: BAAMPM vs. Local MPM
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Feature BAA-level MPM Local MPM

Market power 

source

Binding transfer constraints between 

BAAs or BAA groups

Physical transmission constraints inside 

a BAA

Constraint tested BAA power balance constraint Specific transmission line or flowgate

Competitiveness 

test

3PS / RSI for the BAA group 3PS / RSI for constraint-specific 

counterflow

Mitigation target Pivotal suppliers in a noncompetitive 

group

Resources with a noncompetitive 

congestion component 
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Appendix: MEC treatment under EDAM

• EDAM uses BAA-specific MECs instead of one system MEC (SMEC)

• BAA-specific MECs show price separation when transfer constraints bind

• BAAMPM uses MEC (not full LMP or MEC plus GHG) to identify market power from 

binding transfer constraints

• GHG price effects are modeled separately and should not trigger BAAMPM by 

themselves
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Appendix: RSI concept for BAAMPM
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𝑹𝑺𝑰 =
𝑨𝒗𝒂𝒊𝒍𝒂𝒃𝒍𝒆 𝒄𝒐𝒎𝒑𝒆𝒕𝒊𝒕𝒊𝒗𝒆 𝒔𝒖𝒑𝒑𝒍𝒚

𝑫𝒆𝒎𝒂𝒏𝒅

If RSI ≥ 1 

Competitive supply can 

meet demand → group 

passes

With LSO  

Supplier load 

obligations increase 

non-withholdable output 

in the numerator

If RSI < 1 

Potentially pivotal 

suppliers are needed to 

meet demand → group 

fails
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Appendix: determining affiliate groups

Affiliate information

• SC applicants identify entities that own, control, or schedule resources

Control chain

• Consolidate entities under common control

Supplier portfolio

• Treat resources under common control as one affiliate group

MPM purpose

• Prevent fragmentation from understating market share
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Next Steps
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Price formation enhancements phase 2

ISOStakeholderaffairs@caiso.com bmarquez@caiso.com

Comments due July 28, 2026, via ISO Commenting Tool

Publish Draft Final Proposal with Stakeholder Meeting Please note 
that the dates above are tentative until the CAISO publishes a notice 
formally confirming them

Price formation enhancements phase 2

Contact us at Stakeholder Affairs at 
ISOStakeholderaffairs@caiso.com or bmarquez@caiso.com 

https://stakeholdercenter.caiso.com/StakeholderInitiatives/Price-formation-enhancements
mailto:ISOStakeholderaffairs@caiso.com
mailto:bmarquez@caiso.com
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Energy Matters blog provides timely insights 

into ISO grid and market operations as well as 

other industry-related news and A New 

Energy Podcast from CAISO

Subscribe to the Energy Matters blog and Frequency Band podcast

http://www.caiso.com/informed/Pages/Notifications/Subscribe.aspx
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Announcing the launch of a new publication series:

This new periodical offers concise and accessible 

insights into notable developments across the western 

power markets. Read the first issue for highlights on 

market performance during the first weeks of Extended 

Day-Ahead Market (EDAM) operations.

The document will be posted on the EDAM Overview 

page of WesternEnergyMarkets.com website. 

https://urldefense.com/v3/__https:/u25439329.ct.sendgrid.net/ls/click?upn=u001.RqybarEaOzZJtpm8lCuH8gveF2jKJD-2BLBM-2FRcaAo-2B1vpSuDVZQee8ruSErdofVDBdFPl3CdmACdCc0BJCsRnRQ9qZijQlNN-2BOkdTsbU0BnqbE5xcrkUtVQppCXq6T5QyGcBC1VyU9HymFWb4hvffvw-3D-3D7k-f_rVaB0ErzixdCNCQU8eeh0KmnEwvrnqyraInOvEgS-2Fd-2BmowAPnjKrd7o7ibyLzaQnHOSxXqaBq8N2CiV-2BRkkshO0kPQudLlXcGvop7XZPvANgHbZmqzHfC95Vz0w-2FxBdMyXB0YoxOM1cGGGpyx8KOYO4YcY8GX2CCqGpt-2F6-2BL-2BUm6FihLGQooVv-2FUbDbDd5C1B6oXWcEsGnaUY4OmCTsa8y3YFcfcRXv5w4HikesYtcqECqz6idO6uplMURnGtILEcSJ74NoYhmCYWYd0gp9Et69QXyKJqAxMkgt-2Ff4p3C-2BTFCjcQWe8njOI38fby28wKHV5FTanMzyF2Wp9nxHO2vtiwxMzvVebeLwBlvqxxuYJj8MqFX2ohbdtLUIpxaJksrq3LeH7U-2BAWgRKyfCfidz3xR9qlMKMX4thmEjpmtCdc5LvmQ2pc1bRMHDhVUYPi3zmXlPhme2zuG1YzZ4kVAOFMeChH53GnkNLSFt16vYDKVg9nbYlrP1oVIqTHmP2TTyiyi9WPDuc9Y3bMLJMhsMx09NxF24Gz21izKsEC2ZJD5ztOpYML9nW7bZO4JSQL7-2BmOU5cl2-2BnTwFSTv-2Fovc5g-3D-3D__;!!ETlorfI!hmxry8ljU8HXO7MdruHPiGfvQCIcWdhnQhcHK4yG6c8rZ_2R85iw3nws8DTOMznocTJBhEwg0bs2ZECL5ZBY16AzDeZH6wcDeE6X0JY$
https://www.westernenergymarkets.com/extended-day-ahead-market-edam
https://www.westernenergymarkets.com/extended-day-ahead-market-edam
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