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RESPONSE OF THE DIVISION OF RATEPAYER ADVOCATES  
ON QUESTIONS CONCERNING VIRTUAL (CONVERGENCE) BIDDING  
 

I. INTRODUCTION 
Pursuant to the Administrative Law Judge’s July 16, 2010 ruling modifying the 

schedule for development of proposals concerning participation of the investor-owned utilities 

(IOUs) in virtual (convergence) bidding into CAISO markets, the Division of Ratepayer 

Advocates (DRA) submits these comments on the twenty questions set forth in the ALJ’s 

earlier ruling on convergence bidding issued on July 1.1 

II. COMMENTS 
The questions framed in the July 1 ruling are very helpful to the development of the 

record.  It is important that the Commission have adequate answers to inform its initial 

decision regarding IOU participation in virtual bidding.  DRA will not attempt to provide many 

answers in the brief comments it submits today.  DRA does, however, intend to submit specific 

recommendations in the comments due on July 30, after reviewing the answers to the twenty 

questions submitted by the IOUs today and the information provided in the workshop planned 

for July 26, where we will have the benefit of CAISO staff participation.  DRA, like the 

Commission, needs to have a better understanding of the potential impacts of virtual bidding 

                                              
1 DRA prefers “virtual bidding” over the alternative term “convergence bidding” for two reasons.  First, 
“virtual” appropriately reflects the fact that virtual bids are purely financial instruments, disassociated from any 
actual production or consumption of electricity.  Second, convergence of real-time and day-ahead prices is at 
this point a theoretical benefit of the new CAISO market.  Experience will show to what extent prices actually 
do converge and if they do, at what level.  
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on markets, energy prices, risks, and rates, in order to formulate specific recommendations.  As 

a general matter, if the Commission authorizes the IOUs to participate in virtual bidding, DRA 

will support a program design that aligns IOU shareholder and ratepayer interests as much as 

possible. 

The July 1 ruling asked parties whether there are any issues that the Commission needs 

to consider in addition to the ones identified in the ruling.2  DRA suggests one:  If the 

Commission authorizes the IOUs to participate in virtual bidding, some form of evaluation 

based on actual experience with virtual bidding is needed, to determine whether expectations 

are borne out and whether the standards put in place initially are accomplishing their purposes. 

This issue can be framed as follows:  

Should the Commission have a plan to evaluate the actual (as 
compared with expected) impact of IOU participation in 
convergence bidding on procurement risk management and costs?   
What information and analysis are needed for such an evaluation?  
What would be the appropriate timing for such evaluation?  
 
DRA notes that the evaluation issue may overlap with several of the twenty questions, 

e.g., Question 4 (on portfolio risk) and 8 (reporting requirements).  

 

Respectfully submitted, 

 

/s/   KAREN PAULL 

————————————— 
Karen Paull 
Staff Counsel 

 
Division of Ratepayer Advocates 
California Public Utilities Commission 
505 Van Ness Ave. 
San Francisco, CA 94102 
Phone: (415) 703-2360  

July 19, 2010 Fax: (415) 703-4432

                                              
2 ALJ’s Ruling on Convergence Bidding – Track III (July 1, 2010) at  p. 6.  
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