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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking to Integrate and Refine Rulemaking 10-05-006
Procurement Policies and Consider Long-Term (Filed May 6, 2010)
Procurement Plans.

COMMENTS OF NRG ENERGY, INC. ON THE PRELIMINARY
SCOPING MEMO

In accordance with the Order instituting this rulemaking, NRG Energy, Inc.
(NRG) submits its comments on the Preliminary Scoping Memo and Schedule for this
proceeding on the long-term procurement plans (LTPPs) of the investor-owned utilities (IOUs).

The Preliminary Scoping Memo maps out three separate tracks for this
proceeding. Track I will consider the resources needed to meet all of the load located within the
service territories of the IOUs, including direct access and community choice aggregation loads
not served by the IOUs (referred to as the “resource plan”). Track II will consider the resources
needed to meet the bundled load of each of the IOUs (referred to as the “procurement plan”).
Track I is designated as the forum for considering rule changes and policy issues.

I. INTRODUCTION

NRG is in a unique position to comment on the scope of the LTPP proceeding
proposed by the CPUC by virtue of its diverse portfolio and development initiatives in
California. NRG currently: (1) owns existing Once-Through-Cooling (OTC) gas resources

located in load pockets; (2) is actively engaged in green-field and brown-field development of
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gas resources; and (3) is one of the leading developers of solar resources in California, with over
500 MW currently in development.

NRG files these comments to emphasize the need for the CPUC to adopt
reasonable underlying assumptions regarding existing generation resources, and to point out how
the decisions the CPUC makes in this proceeding will determine whether current gas-fired
generation resources will continue to operate in the California market over the course of the time
period under consideration in this proceeding. For example, the ISO/RTO Council’s 2009 State
of the Markets Report found that many gas-fired units are nof currently recovering their fixed
costs via the current market." NRG’s own experience does not contradict this finding — its
generating facilities —those facilities located within critical load pockets — are not seeing
revenues that justify the continued operation of these plants.

This experience highlights the need for the CPUC to consider three questions as
part of Track I of the LTPP proceeding:

1. How much capacity do utilities need to procure to ensure reliability, based
on a realistic assessment of current gas-fired resource retirements?

2. What steps can the CPUC take to ensure sufficient revenue streams exist
in the market in order to ensure that sufficient resources remain viable and
operational during the time period envisioned in this proceeding?

3. What steps can the CPUC take to incent utilities to enter into financeable
contracts in order to encourage development of new efficient gas-fired
resources necessary to balance increased renewable penetration?

Unless the CPUC takes steps to ensure that existing facilities are being provided a reasonable

opportunity to secure the revenues needed to cover their costs, it is not reasonable to assume that

12009 State of the Markets Report, available at: http://www isorto.org/atf/cf/%7B5B4E85C6-
TEAC-40A0-8DC3-
003829518EBD%7D/2009%20IRC%20State%200t%20Markets%20Report.pdf
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these facilities will continue operating over the next seven years, particularly given current
environmental pressures.

In the last LTPP proceeding, significant policy issues were assigned to Phase II
and were ultimately not addressed. In the rush to develop and approve the IOUs” LTPPs, the
Commission should recognize that the policy issues identified by NRG are not merely academic
points that can be contemplated at leisure. These issues are crucial to the construction of a
rational procurement system that is able to meet the short- and long-term electricity needs of
California.

1L COMMENTS

A. The Goals of the LTPP Process

This proceeding should consider the following broad goals:

ffi Policies and practices should be aligned to achieve a balance of grid
reliability requirements, ratepayer costs, and environmental objectives.
These three key factors must be considered at each step of the development of
LTPP policies and practices. Overemphasis of any one factor will lead to
problems in the other areas. In particular, the Commission should not lose
sight of the need to maintain a reliable grid as it pursues the state’s
environmental goals and seeks to keep rates at reasonable levels.

ffi Forecasts should be based on a realistic assessment of key variables. The
desire to accomplish a particular policy goal should not lead to forecasts that
unrealistically assume that the goal has been or will be achieved. In
particular, the development of the LTPP must adopt realistic assumptions for
both supply and demand.

On the supply side: the LTPP must consider whether existing gas-fired

-3-
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resources are likely to remain in a market that is not adequately compensating
them for their fixed costs of operation.> The LTPP needs to consider methods
of appropriately compensating such resources, or must require the
procurement of far more new resources than are currently contemplated to
make up for the inevitable shortfall. Further, plants being required to retire or
repower by the advent of Once-Through Cooling rules need to be provided the
opportunity to compete with new generation resources to meet the system
requirements. Confronted with restrictions on OTC, existing OTC plants will
either retire or make the additional investments required to operate in
compliance with those restrictions. Plants that choose to make those
investments should be provided a fair opportunity to compete for contracts to
meet the needs identified in the Track I resource plans and Track I1
procurement plans.

On the demand side: the LTPP should reflect a realistic view of future
demand that derives from the effects of the penetration of new technologies,
including electric vehicles. For example, recent joint study by KEMA and the
ISO/RTO Council estimated that California could see the integration of
267,000 electric vehicles over the next five years, with Los Angeles alone

seeing over 110,000 new electric cars over the same time period.” In total, the

%2009 State of the Markets Report, available at: hitp://www.isorto.org/atf/cf/%7B5B4E85C6-
TEAC-40A0-8DC3-
003829518EBD%7D/2009%20IRC%20State%2001%20Markets%20Report.pdf

3 See Assessment of Plug-in Electric Vehicle Integration with ISO/RTO Systems, available at:
http//www isorto.org/atf/ct/%7B5B4E’SCo-TEAC-40A0-8DC3-

003829518EBD%7D/IRC Report Assessment of Plug-

in Electric Vehicle Integration with ISO-RTO Systems 03232010.pdf
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KEMA-ISO/RTO Council study finds that electric vehicles alone could drive
the need for almost 1,500 MW of new capacity in California. The LTPP
proceeding must include these load-drivers in its procurement analysis.

ffi The LTPPs should reflect a realistic view of the cost and availability of
resources to serve future demand in load pockets. Neither the prices
offered under the Commission’s Local Resource Adequacy program nor the
Locational Marginal Prices offered under the Market Reform and Technology
Update (MRTU) market structure of the California Independent System
Operator (CAISO) provide sufficient revenues to support investment in new
generation in congested load pockets. Without access to adequate sources of
revenue, these older units are unlikely to remain in the market, particularly
given the environmental constraints currently faced by many coastal units. As
the older units that are now relied on to maintain grid stability retire, a way to
stimulate investment in new generation in these key locations must be found,
and this critical issue should be included as part of Track 1 of the LTPP
proceeding.

ffi The LTPPs should reflect a realistic view of the impact of renewable
generation on the grid and the expected role of existing and new non-
renewable generation to support RPS implementation. NRG is a leading
developer of solar resources, as well as an owner/operator of gas-fired
facilities. NRG recognizes that the integration of renewable energy resources
creates great promise in California, but also poses operational challenges.

There is no question that maintaining reliability requires a diverse mix of
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resources, including both renewable and fast-start gas-fired resources. The
LTPP proceeding should recognize that these operational challenges require
that California take immediate steps to retain existing gas-fired resources.
NRG submits that the existing market construct and state policy do not
provide these resources with adequate compensation, and that many resources
—including NRG’s resources located in load pockets throughout Southern
California — are not likely to remain active in such a market. Thus, the LTPPs
must clearly recognize the role that existing and new non-renewable
generation will play in helping California meet its RPS goals and address how
the CPUC will address the considerable operational challenges associated
with integrating 33 percent renewables without providing new and existing
gas-tired resources additional compensation that make them economically
viable. ffi

ffi Base case assumptions should be realistic and should be critically
examined. The LTPP proceeding should closely consider the basic
topography of the system, especially as it relates to existing generation (such
as OTC units). Given the points raised above with respect to compensation of
existing resources, what asset mix is assumed to be operational? This
examination will establish the foundation for future procurement policy.
Because the market is not currently providing sufficient revenues to justify the
participation of existing resources, it is not reasonable to assume that these

resources will continue to operate. Without a realistic assessment of resource
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availability in 2012-2020 time frame, the Commission cannot accurately
determine the system procurement needs.

B. The Challenges Confronting the Commission in this Proceeding

In striving to meet the goals listed above, the Commission will confront several
challenges:

ffi The disconnect between energy, air, water and land environmental
policies. Agencies with different subject matter jurisdiction have adopted
policies that will force the retirement of existing generation while
simultaneously limiting or complicating the development of replacement
generation. The state’s policies need to be aligned, and the reliability of the
electric grid should have a high (if not the highest) priority among conflicting
goals.

ffi The need to develop a market structure that supports the goals of the
state’s policies. Policy makers currently seem to assume that existing
generators are being sufficiently compensated to remain competitively viable.
Currently, however, there is little financial incentive for investment in new
natural gas capacity with the operating and locational attributes needed to
support the state’s RPS goals or to maintain grid reliability. Achieving the
33% RPS goal will be a hollow accomplishment if reliability suffers as a
result. Similarly, current markets for capacity do not support the continuing
operation of older existing units, and the nodal market does not allow a
generator to recover anything above its cost as calculated by the CAISO

(which does not match actual costs) plus 10%. The current focus on the
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development of renewable resources to meet RPS goals, combined with the
potential penalties the IOUs face for failing to meet the goals, has the effect of
diverting development capital and procurement priorities away from the
construction of new non-renewable resources that will be essential to integrate
into the grid without operational disruptions. A rational procurement policy
must ensure revenue sufficiency for non-renewable resources that are needed
to complement and integrate renewable projects.

ffi Accounting for the time needed to contract, design, permit and construct
new and repowered resources, including transmission resources. Demand
can grow quickly, especially during the recovery from an economic recession,
while permitting and constructing new or repowered generation or
transmission resources in California can take years.

1. CONCLUSION

In the push to reach California’s RPS goals, it is easy to overlook the fact that
even when the 33% RPS goal is achieved, up to 67% of California’s electricity will come from
non-renewable sources. The challenge the Commission faces in this LTPP proceeding is to
ensure that the transition to 2020 is made smoothly and cost-effectively, with no adverse effects
on reliability. New and existing gas-fired plants can and should play a central role in this
transition and in supporting the increasing proportion of renewable resources in California’s
portfolio.

Existing gas-fired resources will not continue in operation, and investment in new
or repowered gas-fired resources will not be made, however, unless the plants have a reasonable
opportunity in the market structure to cover their costs. In this LTPP proceeding, the

Commission can take significant steps toward creating a framework in which economically

-8-
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competitive and environmentally sensitive generation resources can continue to contribute to
meeting the electricity needs of Californians, supporting the integration of an increased
penetration of renewable resources, and the achievement of California’s policy goals.

In these comments, NRG has offered its view of some additional issues the
Commission should consider in this proceeding to address the challenges of the next decade.
NRG respectfully urges the Commission to consider these comments as it develops the Scoping

Memo and maps out the issues to be addressed in this proceeding.

Respectfully submitted this 4th day of June, 2010 at Princeton, New Jersey.

NRG Energy, Inc.
Abraham Silverman

Senior Counsel, Regulatory
211 Carnegie Center Drive
Princeton, NJ 08540
609.524.4696

By
8/ Abraham Silverman
Abraham Silverman
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a copy of the foregoing

COMMENTS OF NRG ENERGY, INC. ON THE PRELIMINARY
SCOPING MEMO

to be served on all known parties to R.10-05-006 & R.08-02-007 listed on the
most recently updated service list available on the California Public Utilities
Commission website, via email to those listed with email and via U.S. mail to

those without email service. I also caused courtesy copies to be hand-delivered as

follows:

Commissioner President Michael R. Peevey ALJ Victoria S Kolakowski

California Public Utilities Commission California Public Utilities Commission
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505 Van Ness Avenue 505 Van Ness Avenue

San Francisco, CA 94102 San Francisco, CA 94102

I declare under penalty of perjury under the laws of the State of California
that the foregoing is true and correct. Executed this 4th day of June 2010 at San

Francisco, California.

/s/ Melinda LaJaunie
Melinda LaJaunie
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MARY LYNCH
mary.lynch@constellation.com

MARY C. HOFFMAN
mary@solutionsforutilities.com

MATTHEW FREEDMAN
matthew@turn.org

Michael Colvin
mc3@cpuc.ca.gov

Matthew Crosby
mc4@cpuc.ca.gov

MEGHAN K. COX
mcox@calplg.com

MARC D. JOSEPH
mdjoseph@adamsbroadwell.com

MELISSA DORN
mdorn@mwe.com

MICHEL PETER FLORIO
mflorio@turn.org

MELANIE GILLETTE
mgillette@enernoc.com

MICHAEL E. BOYD
michaelboyd@sbcglobal.net

MICHAEL D. MONTOYA
mike.montoya@sce.com

MICHAEL JASKE
mjaske@energy.state.ca.us

Matthew Deal
mjd@cpuc.ca.gov

Meri Levy
mjh@cpuc.ca.gov

Mary Jo Stueve
mjs@cpuc.ca.gov

MICHAEL MAZUR
mmazur@3PhasesRenewables.com

MEGAN MYERS
mmyers@vandelaw.com

MICHAEL G. NELSON, ESQ.
mnelson@mccarthylaw.com

MICHAEL ALCANTAR
mpa@a-klaw.com

B. MARIE PIENIAZEK
mpieniazek@drenergyconsuiting.com

Marcelo Poirier
mpo@cpuc.ca.gov

MARK HUFFMAN
mrh2@pge.com

MRW & ASSOCIATES, LLC
mrw@mrwassoc.com

MONA TIERNEY-LLOYD
mtierney-licyd@enernoc.com

Matthew Tisdale
mwt@cpuc.ca.gov

MARK W. ZIMMERMANN
MWZ1@pge.com

MICHAEL A. YUFFEE
myuffee@mwe.com

Noel Obiora
nac@cpuc.ca.gov

NORA SHERIFF
nes@a-klaw.com

NOAH LONG
nlong@nrdc.org

Nika Rogers
nlir@cpuc.ca.gov

NORMAN A. PEDERSEN, ESQ.

npedersen@hanmor.com

NANCY RADER
nrader@calwea.org

Nathaniel Skinner
nws@cpuc.ca.gov

PHILLIP MULLER
philm@scdenergy.com

PETER MILLER
pmiller@nrdc.org

Paul Douglas
psd@cpuc.ca.gov

RICHARD W. RAUSHENBUSH
r.raushenbush@comcast.net

RALPH E. DENNIS
ralphdennis@insightbb.com

RORY COX
rcox@pacificenvironment.org

CASE COORDINATION
RegRelCPUCCases@pge.com

ROBERT FREEHLING
rfreeh123@sbcglobal.net

RICK C. NOGER
rick_noger@praxair.com

RONALD MOORE
rkmoore@gswater.com

Robert L. Strauss
rls@cpuc.ca.gov

ROBERT GEX
robertgex@dwt.com

PETER O'BRIEN
rps-ca@coolearthsolar.com

REED V. SCHMIDT
rschmidt@bartlewelis.com

C. SUSIE BERLIN
sberlin@meccarthylaw.com

Susannah Churchill
sc1@cpuc.ca.gov

SETH D. HILTON
sdhilton@stoel.com

SEAN P. BEATTY
Sean.Beatty@mirant.com

Simon Baker
seb@cpuc.ca.gov

SHARON FIROOZ
sfirooz@firstwind.com

SHAWN COX
shawn_cox@kindermorgan.com

Steven K. Haine
shi@cpuc.ca.gov

Peter Skala
ska@cpuc.ca.gov

Sepideh Khosrowjah
skh@cpuc.ca.gov

SEEMA SRINIVASAN
sls@a-klaw.com

SIERRA MARTINEZ
smartinez@nrdc.org

Sara M. Kamins
smk@cpuc.ca.gov

STEVE RAHON
SRahon@SempraUltilities.com

SANDRA ROVETTI
srovetti@sfwater.org

STEVEN R. SCHILLER
sschiller@efficiencycouncil.org

SARA STECK MYERS
ssmyers@att.net

STEVEN HUHMAN
steven.huhman@morganstaniey.com

STEVEN KELLY
steven@iepa.com

SUE MARA
sue.mara@rtoadvisors.com
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Sean A. Simon
svn@cpuc.ca.gov

TAM HUNT
tam.hunt@gmail.com

TRENT CARLSON
tcarlson@rrienergy.com

TOM CORR
TCorr@SempraUtilities.com

THOMAS DARTON
tdarton@pilotpowergroup.com

TIM LINDL
tl@a-klaw.com

TOBIN RICHARDSON
tobinjmr@sbcglobal.net

TODD EDMISTER
todd.edmister@bingham.com

TOM POMALES
tpomales@arb.ca.gov

TIMOTHY N. TUTT
tiutt@smud.org

Melissa Semcer
unc@cpuc.ca.gov

Valerie Beck
vjb@cpuc.ca.gov

VICTORIA LAUTERBACH
vlauterbach@mwe.com

Victoria S Kolakowski
vsk@cpuc.ca.gov

WILLIAM H. BOOTH
wbooth@booth-law.com

BARBARA GEORGE
wem@igc.org

BRAD WETSTONE
wetstone@alamedamp.com

WILLIAM MITCHELL
will.mitchell@cpv.com

WILLIAM W. TOMLINSON

william.tomlinson@elpaso.com

WENDY KEILANI

WKeilani@SempraUltilities.com

WADE MCCARTNEY
wmccartney@caiso.com

Rebecca Tsai-Wei Lee
wir@cpuc.ca.gov

WILLIAM MANHEIM
wvm3@pge.com
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Yuliya Shmidt
ys2@cpuc.ca.gov

KEVIN BOUDREAUX
CALPINE POWERAMERICA-CA LLC
(1362)

717 TEXAS AVENUE, SUITE 1000
HOUSTON, CA 77002

3 PHASES RENEWABLES LLC
2100 SEPULVEDA BLVD, SUITE 37
MANHATTAN BEACH, CA 90266

MEGAN SAUNDERS

SEMPRA ENERGY SOLUTIONS
101 ASH STREET, HQ09

SAN DIEGO, CA 92101-3017

LILI SHAHRIARI

AOL UTILITY CORP
12752 BARRETT LANE
SANTA ANA, CA 92705

GEORGE HANSON
DEPARTMENT OF WATER AND
POWER

CITY OF CORONA

730 CORPORATION YARD WAY
CORONA, CA 92880

CHIEF OPERATING OFFICER
MOUNTAIN UTILITIES

PO BOX 205

KIRKWOOD, CA 95646

STEPHEN A. S. MORRISON

CITY & COUNTY OF SAN FRANCISCO
CITY HALL, SUITE 234

1 DR CARLTON B. GOODLET PLACE
SAN FRANCISCO, CA 94102-4682
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