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Introduction:

The Pacific Energy Policy Center (PEPC) was formed in 2005 to provide retired regulatory agency, utility, and energy service provider policy makers a continuing opportunity to help shape California’s energy policies. PEPC staff and associates have decades of experience designing, planning, managing and overseeing energy service programs implemented and administered by California’s utilities, and policy making experience working with various federal, state and regional funding and regulatory oversight agencies. The goal of the Center is to provide unbiased and nonpartisan policy advice to California’s legislature, it energy regulatory commissions and to other interested parties on pro-bono basis.  


This statement reflects our Pre-hearing Conference proceeding scoping comments and questions regarding San Diego Gas & Electric company’s December 14, 2005 application for a Certificate of Public Convenience and Necessity (CPCN) for its proposed Sunrise Powerlink (SRP) Transmission Project. 


PEPC has not yet taken any position regarding the project. At this point in time we are still in a data-gathering mode, and have more questions than answers. However, our initial review of SDG&E’s December 14, 2005 CPCN application filing and subsequent protests and responses from other parties have raised significant issues and questions which we believe the Commission should fully explore and resolve as part of this proceeding. 

Demand Projections and Assumptions


In its application filing, SDG&E provides projections of in-area

electric demand that extend from 2006 though 2015. It also provides information on the assumptions it adopted in developing those demand projections.  We urge the Commission to carefully examine all the assumptions that SDG&E used to projects in-area demand over the next ten years.  For example, SDG&E assumes that the existing 700 MW South Bay powerplant will be retired by 2010. Yet Duke Energy, which currently owns the South Bay plant filed a response to SDG&E’s CPCN application on January 18, 2006 in which it noted that it is in the process of selling the South Bay powerplant to a third party which has expressed a strong interest in building a new replacement plant near the site of the existing plant, and noted that the new plant would be designed to provide as much or more power than the existing South Bay plant does now. 


As part of this proceeding, the Commission should determine whether SDG&E’s assumption that the South Bay powerplant will be retired by 2010 is correct. If it is not, the Commission should order SDG&E to determine what affect a new local 700+ MW combined cycle replacement powerplant would have on regional demand projections. 


The Commission should also determine what impacts Calpine’s recent bankruptcy will have on the new Otay Mesa powerplant, which has already begun construction.   The availability of that plant may greatly impact future in-area energy demand projections. 


In addition, SDG&E bases projected future energy efficiency achievement in the region upon the long-term energy conservation savings goals the Commission adopted in D. 04-09-060.  That decision was adopted before the passage of SB 1037, which codifies the State Energy Action Plan and its resource loading order in state law.  As part of its demand projection assumptions, SDG&E shows that an additional 223 MW if peak demand reduction can be achieved in its service area using uncommitted energy efficiency efforts from 2009 – 2013. It appears that SDG&E believes that achieving these additional energy conservation savings is feasible and cost effective, beyond those ordered in D. 04-09-060.  But SDG&E proposes to achieve most of them after 2010, after it is proposing to build the SRP project. 


As part of this proceeding, the Commission should determine whether, in order to fully comply with SB 1037, it should order SDG&E to accelerate its current energy efficiency efforts to achieve these additional uncommitted energy efficiency based peak demand reduction savings prior to construction of SRP or any other new transmission lines used to import additional energy into its service area. 


We also note that SDG&E assumes that there will be zero peak load reduction impacts produced by its Demand Response (DR) program efforts over the next ten years, as reflected in the table on page III-xiii of its CPCN application.  SDG&E notes that it make this assumption based on reluctance by the CASIO to count demand response toward load projections, and because SDG&E assumes that its DR programs may not be triggered during a peak demand emergency.  Since the IOUs proposed  DR programs are planned to operate during summer peak demand periods, when transmission problems are most likely to occur, we find those assumptions questionable. As part of this proceeding the Commission should clearly establish the impact that SDG&E’s planned demand response programs will have on peak demand over the next ten years. 

Reliability Must Run (RMR) and Congestion Cost Projections


In its filing, SDG&E does not differentiate between power currently being imported into the San Diego County region for use here, versus power being imported on the Southwest Powerlink (SWPL) by Sempra Energy which is simply transiting this area on its way to supplement Southern California Edison (SCE)s grid system under the existing long term power contracts with the California Department of Water and Power (DWR).  Therefore it is difficult to determine to what degree projected RMR and congestion costs are based on the need to import power for use in this area, versus power that is being imported here, then exported to SCE’s system in support of Sempra’s DWR contracts, which are currently scheduled to expire in 2010. 


It is very likely that after Sempra’s DWR contracts expires around 2010, SCE will procure the power it needs from existing and new powerplants being built in its service area, or will import power from low cost fossil fuel powerplants in the desert Southwest over its own transmission lines or over lines owned by the Los Angeles Department of Water and Power (DWR) or the Imperial Irrigation District (IID), bypassing the San Diego area completely. This may significantly reduce the amount of power that Sempra Energy is currently moving through the San Diego region via SWPL and the five 230 KV transmission lines already tying SDG&E to SCE’s transmission system, thereby reducing existing congestion on the SDG&E system. 


As noted in its January 19th, 2006 protest in this proceeding, the Imperial Irrigation District (IID) plans to significantly expand its existing transmission grid via construction of its new Green Path transmission system enhancement, which would add several new 500 KV and 230 KV transmission line running northwest out of the Imperial Valley to the SCE and DWP systems, thereby reducing any need to move power from Sempra’s Mexicali and Arizona powerplants to the Los Angeles system by way of SWPL and the San Diego County area. 


As part of this proceeding, the Commission should investigate the impacts that expiration of Sempra Energy’s DWR contracts may have on 

the SDG&E transmission system over time. It should also determine what impacts construction of IID’s Green Path transmission lines may have on 

Sempra’s future ability to move power from desert southwest to SCE’s service area, and what that would mean for load on SDG&E’s transmission system.


On page 1-16 of its CPCN application, SDG&E provides a “RMR and Congestion Costs“ chart that projects that regional RMR and congestion costs increasing substantially over the next few years. The same chart also shows those same costs decreasing below their current levels beginning in 2008 due to the construction of “Major Transmission & Generation Initiatives”. In footnote 28 on the same page, SDG&E defines these major transmission and generation initiatives as including the following:

1. Construction of the Mission-Miguel transmission upgrade,

2. Construction and operation of the new Palomar powerplant,

3. Construction and operation of the new Otay Mesa powerplant, and

4. Construction of the proposed Sunrise Powerlink project. 

What SDG&E doesn’t clearly say is what impact each of these four individual projects may have on current RMR and congestion costs. As part of this proceeding, the Commission should order SDG&E to break out the cost reduction impacts of each of these four projects, and clearly identify the net marginal impact that the proposes SRP project will have on these costs. 

Without explaining why, the footnote also asserts that “RMR as currently structured may not continue in the long term”. Duke makes the same assertion in its response to the CPCN application filed on January 18. As part of this proceeding the Commission should obtain a clearer picture of long term regional RMR and congestion cost patterns, since a large part of SDG&E’s justification for the SRP is its ability to reduce regional transmission congestion and much of the cost effectiveness of the project proposal are built around projected reductions in regional RMR and congestion costs. 

Renewable Energy Questions


In its public comments on the Sunrise Powerlink project, SDG&E has noted that the project may be necessary for SDG&E to meet its renewable portfolio standard (RPS) goal of producing 20% of its power from renewable resources by 2010. Yet when pressed at public workshops, SDG&E staff has admitted that much, if not a majority of the power to be imported over the SRP will be electricity produced by low cost fossil fueled powerplants in the desert southwest. It has also been noted at previous public workshops that the Sterling Solar powerplant which SDG&E indicates it plans to purchase renewable power from has not yet procured siting and operational permits needed to build its proposed solar plant in the Imperial Valley. 


As part of this proceeding the Commission should carefully investigate the potential for proposed new renewable energy plants to be built in the Imperial Valley, given current regulatory uncertainties, and the still experimental nature of some of the renewable technologies being proposed. 


The Commission should also explore the possibility that SDG&E could achieve its RPS goals by the use of renewable energy credits (REC)s. REC legislation is currently being considered by the California legislature, and might provide an opportunity for SDG&E to meet its RPS goals by purchasing renewable energy credits from powerplants outside its service area regardless of where that renewable energy ends up being used. 


The Commission should also carefully review the assumptions SDG&E uses regarding the impact that the Commission’s recently adopted California Solar Initiative (CSI) may have on San Diego’s future energy demand.  SDG&E assumed that only 10% of the solar power to be produced by the CSI would be built in its service area, since SDG&E currently produces 10% of the power generated in the state. But in D. 06-01-020, adopted on January 12, 2006, the Commission directed that new solar generation would be based on the percentage of statewide energy efficiency program costs each IOU currently covers. SDG&E currently pays 15% of the costs of statewide energy efficiency program efforts, we believe.  The Commission should determine how much additional solar energy is likely to be built in SDG&E’s service area over the next ten years as part of this proceeding, then deduct that additional power supply from the demand projections presented by SDG&E in its CPCN application.


Once the Commission has answered these questions, it will be in a better position to render an informed decision on the overall need for this project.  


The Pacific Energy Policy Center appreciates the Commission holding this Prehearing Conference in the San Diego region and affording parties an opportunity to submit Prehearing Conference statements.
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