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comments

Of The Office Of Ratepayer Advocates on the Assigned Commissioner’s Ruling Regarding next steps in procurement proceeding
I. INTRODUCTION

Pursuant to the schedule set forth in Assigned Commissioner Peevey’s Ruling on December 2, 2005 inviting comments on next steps in procurement proceeding, the Office of Ratepayer Advocates (ORA) submits the following comments supporting the Commissions initiative in preparations for the 2006 long-term resource planning cycle. 
ORA urges the Commission to take the following steps going forward: 1) Focus workshop preparations for the procurement proceeding on the broader goals stated in the Assigned Commissioner’s Ruling (ACR), 2) merge the proposed examination of physical need for capacity and new plant with the filing of the 10-year procurement plans and subsequent hearings, 3) clarify the interplay of Public Utilities Code Section 1001 and AB 57 with the transmission planning collaboration as stated in the Committee Final Transmittal of 2005 Energy Report, and 4) accept that California’s current multi-agency collaboration on procurement and transmission planning suffices as integrated resource planning (IRP) needing only such refining that time and practice will provide. 

ORA commends the Commission’s effort to draw from the experiences of the last two resource and procurement planning proceeding to make the 2006 proceeding a more effective and integrated planning process.  The ACR already addresses several obstacles encountered in prior proceedings, a lot of which can be briefed at the level of detail the Commission has invited parties to comment upon.  However, time is of the essence and several decisions would have been issued before the hearings in the 2006 LTPP.  Therefore, the Commission should urge parties to remain focused on the goals and allow the anticipated decisions to address the details rather than re-hash identical issues as a prelude to the LTPP.
II. REVIEW OF NEED FOR NEW GENERATION
ORA agrees with the Commission’s stated goals for the 2006 LTPP, but recommends a more streamlined process than that stated in Appendix A of the ACR to achieve these stated objectives.  There should be only one set of LTPP hearings in 2006; workshops can be used to address tangential issues that may detract from the main proceeding. 
Appendix A stated the proposed goals as follows: 

1.
Review the need for new generation in California, including consideration of  temporary and/or permanent mechanisms (e.g., cost allocation and benefit sharing, or some other alternative) which can ensure construction of and investment in new generation in a timely fashion;

2.
Review of long-term resource plans, including an integrated resource planning process for all IOU planning areas;

3)
Update IOU procurement policies and practices; including review and approval of new 10-year procurement plans; and 

4)
Consider procurement policy issues not handled in R.04-04-003 or other procurement related dockets.

(ACR (Appendix, p.2.))

One of the steps the Commission proposes for meeting these goals is to hold workshops in late January 2006 “to identify the facts already available in the public record to support the need for new generation” and possibly testimony and evidentiary hearings for resolving this issue.  (ACR (Appendix A, p.5.))  This proposal is essentially a procurement planning hearing within the 2006 LTPP, and there is no need for this added step. 
A preliminary need determination negates one of the principle purposes for the LTPP proceeding, which is to examine the Load Serving Entities’ 10-year needs under different assumptions and their supply-and demand-side options for the subsequent two- year procurement window.  Unless the LSE’s accept that information currently available to the public is sufficient to support a Commission need determination, additional factual inquiry will be necessary.  

Therefore, it is the LSE’s long term procurement plans, not a prior review of the physical need that should consider the following questions raised in Appendix A, pp.4-5.
At what level does the need for new generation need to be established—statewide, IOU planning level, zonal, local, or other—in order for the Commission to effectively authorize the construction of new generation?  Is this information already readily available in the public record?
Should the need for new generation be distinguished between generation needed for “reliability”, versus generation needed for “aging plant replacement,” versus generation needed for “compliance with renewable portfolio standards”?  Should new generation be divided into different categories so that cost allocation can be apportioned relative to the purpose served by the new generation?

Is it possible for an early phase of this proceeding to set the need for new generation at a number (e.g. XMW, or a range of X-Y MW) in a set location (e.g., in NP15 or the Greater Bay Area or the Oakland sub-area) in this phase of proceeding, and have the later phase of this proceeding examine the resource supply plans used to meet the need for new generation? Given that the integrated resource planning process described below may reveal that transmission investments obviate the need for some new power plants, how can the State adopt a need determination prior to conducted a full review of the integrated resource plans?
The Commission must consider it is not only information available from the LSEs,  California Energy Commission (CEC), and California Independent System Operator (CAISO) that will be necessary to determine what locally disaggregated level of need for new generation should be established but the Commission should anticipate and weigh the start of the Market Redesign Technology Update (MRTU) in February, 2007 and its component Locational Marginal Pricing (LMP) element and other market redesign rules.  The MRTU and LMP will signal the where and when of new generation.  Therefore, administrative determination of disaggregated need just prior to the initial implementation of the MRTU may not be the most advisable course for the LTPP. 
Similarly, whether generation is needed for reliability, energy, replacement of retiring power plants or to comply with the Renewable Procurement Standards obligation, it must be considered together with the availability of demand-side resources and new transmission within the main LTPP proceeding.  In determining what 10-year supply-and demand-side expansion strategies make sense for each LSE given their own unique situations and the policy requirements and objectives of the State, the Commission cannot isolate need determinations from procurement in general.  Thus, one of the bullets above rightfully ponders how the State can adopt a need determination prior to conducting a full review of the integrated resource plans.

A. WHAT PROPORTION OF NEED SHOULD LOAD SERVING ENTITIES PURSUE IN 2007-2008 TWO-YEAR PROCUREMENT WINDOW

Decision 04-12-048 provides the utilities with necessary authority to procure resources including building or contracting for new plant.  This authority should be sufficient to support procurement for the 2007-2008 procurement window irrespective of the proposed preliminary need determination in January 2006.
[4]We find that PG&E’s LTPP plan is reasonable and we approve PG&E’s strategy of adding 1,200 megawatt (MW) of capacity and new peaking generation in 2008 and an additional 1,000 MW of new peaking and dispatchable generation in 2010 through RFOs because it is compatible with PG&E’s medium resource needs, does not crowd out policy-preferred resources, and is a reasonable level of commitment given load uncertainty.  Those commitments may need to be increased or expedited for PG&E to meet its 2006 resources adequacy obligations.  Depending on the nature of the bids obtained, PG&E is authorized to justify to the Commission why higher levels might be desirable.  Nothing in this decision precludes PG&E from offering local reliability contracts, should they become necessary, pursuant to D.04-10-035. 

[5] We find that SCE’s LTPP resource plan is reasonable, subject to the compliance requirements covering its demand forecast, demand response, energy efficiency and other factors set forth in this decision and other Commission decisions in those designated proceedings.  SCE has demonstrated that its primary residual resource need through 2011 is for peaking, dispatchable and shaping resources.  SCE has considerable need for peaking and shaping resources, which should be obtained through short, medium- and long-term acquisitions. SCE’s strategy of relying primarily on short- and mid-term contracts during this planning period is reasonable, but it may be prudent to add some long-term resources.  SCE is authorized to present such a case to the Commission as an implementation of its LTPP by way of an application following a RFP.
(D. 04-12-048, Ops 4 & 5)
If one of the motivations behind the proposal for a preliminary need determination before a full consideration of long-term procurement plans is whether the LSE’s require such determination to procure for the 2007-2008 procurement window
, the Commission should issue a ruling in January 2006 clarifying the authority stated in D.04-12-048.  Applications for approval of such projects may then suffice to examine the need for the proposed projects.  A preliminary need determination before the 2006 LTP plans are filed will not really help procurement for this short window..  
B. RETIREMENT OF AGING POWER PLANT SHOULD CONSIDERED WITH THE LONG TERM PLANS
The place to examine policy and strategies for California’s impending retirements and changing pattern of use for aging plants is in the LTPP itself, not in some prior forum that simply looks at physical need.

The aging thermal power plant debate has been around in some form for over 15 years.   These plants have always had a significant reliability value, and when used for that purpose within the currently applicable emissions standards, they still have value as a bridging strategy until their appropriate retirement or replacement.
  
Neither a policy of flat-out accelerated retirement nor an aggressive re-powering strategy seems to fit the broader goals stated in the ACR.  Both policies in the extreme run the risk that reliability will be impaired while the old units are shut down or that the units will be replaced by, or repowered to, combined cycles furthering California’s gas dependence.  Also, as the CEC’s Integrated Energy Planning Report (IEPR) pointed out, the weather-adjusted load factor in Southern California continues to decline, which means the replacement of aging conventional thermal units with efficient, but underutilized load following generation will be a mismatch to the load duration curve most of the year.  
III. THE TRANSMISSION PLANNING COLLABORATION 
ORA commends the ideas in Appendix B to the ACR, which appears to be the joint proposal of this Commission, the CEC and CAISO, but finds that several questions remain to be addressed be effectively merged into the integrated planning process.  

Some of these questions ORA raises for the workshops are as follows: 

1)  What is the “base year” of the “Infrastructure Development Process” described on page 2?
2)  When an IOU files a CPCN pursuant to Section 1001, will the Commission conduct hearings and accept evidence from interested paries?

3)  How does AB 57 impact transmission planning and CPCN proceedings?

4)  How would AB 57 Procurement Plans benefit from including transmission permitting and construction schedules?

5)  Would an IOU have to wait until the “Immediate Activities” (pp. 7-8) are complete to file the next CPCN?

For the most part, ORA seeks further clarity on the interplay between Appendix A and Public Utilities Code Section 1001 and AB 57.  While the increased participation of each entity in the other transmission planning processes must be commended, it also raises the need to clarify the statutory obligations of each entity and any delegations of such responsibilities in collaborative processes.  
Similarly, the recognition that transmission planning needs to be closely coordinated with generation and procurement planning, and that major assumptions such as load forecasts and retirements should be consistent across the State’s electricity proceedings, is an improvement on the States transmission development process.  ORA looks forward to hearing and seeing the details of the proposals for implementing these ideas. 
IV. RECOMMENDATIONS FOR REFINING THE CURRENT MULTI-AGENCY COLLOBORATIVE EFFORT 
The current California process of developing an IEPR and multi-agency transmission planning report with forecasts endorsed by the CEC, CPUC and CAISO, subject to further examination or updates in the LTPP suffices as an IRP, regardless of the level of integration currently practiced in other states.  ORA finds that continuing along this path with refinements that only time and practice can provide will result in more effective ways of meeting California’s future energy needs. 

In this regards, ORA provides the following additional comments on how the Transmittal Report can be used in the 2006 proceeding. (ACR, P.11)  ORA supports interagency collaboration and the use of the Transmittal Report analysis where it is appropriate in the 2006 proceeding.   However, the Commission should further examine some of CEC’s policy recommendations, initially made in the 2005 IEPR and reiterated in the Transmittal Report.  
For example, in its Transmittal Report CEC has recommended the retirement of 14,000 MW of aging power plants by 2012.  ORA believes that the LTPP proceeding is the place for the Commission to examine the retirement of old power plants.  The Commission should examine the effects of this policy recommendation on the rate impact on customers, its effect on planning reserve margin as set in the RAR, and any further environmental restrictions.

Respectfully submitted,

/s/ NOEL A. OBIORA
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� Thus, Appendix A states: 


Do Ops 4 & 5 in D.04-12-048 suffice to establish the need for new generation? (If so, is there any further need to review this in an early phase of this proceeding?)  


(ACR, (Appendix A., p.4.)


� The years 2000-2001 were an anomaly in which conventional units ran far more than normal, and in sometime violation of emissions standards.
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