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PREHEARING CONFERENCE AND WORKSHOP STATEMENT
OF THE CALIFORNIA INDEPENDENT
SYSTEM OPERATOR CORPORATION
On February 5, 2009, the Administrative Law Judge assigned to these

consolidated dockets issued a Ruling Scheduling a Prehearing Conference and Workshop
(“Ruling”). The Ruling not only scheduled a prehearing conference (“PHC”) and
workshop for February 26, but also invited parties to submit statements on topics that
should be discussed at the PHC and the workshop by February 23. The California
Independent System Operator Corporation (“the 1ISO”) welcomes this opportunity to
work with the Commission and other interested parties on expediting the development
and construction of the transmission projects necessary to meet California’s RPS goals.
l. Introduction

This docket builds on prior collaborative efforts to encourage the development of

renewable transmission and to streamline the state’s transmission siting process by



considering how the study results of the California Renewable Energy Transmission
Initiative (RET]I) can be incorporated into Commission proceedings. The I1SO is actively
engaged in the RETI process and, as further described below, will incorporate conceptual
needs into its current planning effort in order to identify related transmission needs by the
first quarter of 2010.* In addition, the 1SO has an ongoing project to study the
operational, market design and technological aspects of integrating renewable resources
into the 1SO grid, which is the subject of an ongoing stakeholder process.?

The I1SO views this docket as an important next step in further “synching” the
planning, study and approval responsibilities of the ISO with the numerous issues that
must be considered by the Commission during a CPCN approval application.

As discussed below, in light of the work that has been accomplished to date in a variety
of forums, it is important that the issues identified in this proceeding be folded into the
existing procedural frameworks—including the 1SO’s Order 890 Transmission Planning
Process (TPP)-- rather than creating an additional approval processes. The ISO suggests
that the focus of this docket should be on streamlining, coordination and collaboration
among the parties involved in meeting the state’s ambitious RPS goals.

The ISO’s TPP has been developed through an open stakeholder process and it
provides an opportunity for interested parties to participate in the ISO’s annual long-term
planning studies. The TPP planning cycle, which consists of overlapping thirteen month

process periods, incorporates data from state initiatives (such as RET]I), state agencies

! The 1SO is a member of both the RETI Coordinating Committee and the Stakeholder Steering Committee
and is actively engaged with the stakeholders and RETI consultants to assist with both the CREZ
(Competitive Renewable Energy Zones) development as well as preparation of conceptual transmission
Elans to accommodate the state's 33% RPS goal.

The 1SO’s is currently conducting a stakeholder process, the Integration of Renewables Resources
Program (IRRP) to consider these issues: http://www.caiso.com/1¢51/1¢c51¢7946a480.html




(such as CEC load forecasts and resource information) and neighboring Balancing
Authority Areas, as well as the results from the ISO’s internal processes and studies such
as the Large Generator Interconnection Process (LGIP) and the Locational Capacity
Resource (LCR) studies. All of this information feeds into the Unified Study
Assumptions that will be used by the I1SO to identify needed system upgrades and
additions. The TPP contains specific dates and milestones, and the ISO makes every
effort to keep the process on track and moving forward. As discussed below, the ISO
intends to use the RETI high-priority CREZ determinations, and the Phase 2 conceptual
transmission plan, in its 2009 long-term studies in accordance with the TPP timeframe.
1. Prehearing Statement
At the PHC, the parties will discuss the issues to be detailed in the scooping

memo for this proceeding and addressed through workshops and comments. The Ruling
outlined the following topics:*

e RETI and the Long-Term Energy Procurement Processes

e Backstop Cost Recovery

e Obligation to Study Demand Side Resources Pursuant to Pub. Util. Code
§1002.3

e Streamlining the Commission Transmission Permitting Process
e Strategic Benefits of Transmission
e Integration of Renewable Resources
The I1SO suggests that another issue be added to this list and addressed during the
first round of comments. 1SO’s LCRI cost recovery mechanism provides that proposed

LCRI facilities (“LCRIF”) provide access to location-constrained generation in

® These issues were also identified in the March 17, 2008 Preliminary Scoping Memo.



designated Energy Resource Areas (“ERAS”). According to the I1SO tariff, ERAS are to
be identified and certified by the Commission and the California Energy Commission
(CEC).* LCRIF projects are a specific category of transmission upgrade or addition that
must be proposed to the I1SO for study during the annual Transmission Planning Process
(TPP), and the ERA designation will provide the information necessary to complete the
review process.

Now that the RET]I results are available, this final LCRI issue can be resolved.
The I1SO requests that the RETI-identified resource zones be certified as ERASs by the
Commission in this docket, and by the CEC as part of the 2009 Integrated Energy Policy
Report (IEPR) process.
I11.  Workshop Statement

The basis for the series of workshops and comments initiated in the Ruling is
succinctly stated on page 5:

...there is no formal mechanism for consideration of these prioritized portfolios in

the Commission’s transmission approval process, beyond the expectation that

these policy decisions are incorporated into the CAISO transmission planning

process.

As a practical matter, the Commission’s expectation is absolutely correct- the
RETI study results and the work that is being done in Phase 2 to identify conceptual
transmission projects will be taken into account in the ISO’s 2009 TPP as input
assumptions into the grid studies that will take place during this cycle. Such information

includes the 33% renewables scenarios developed for the Commission by E3 in the LTPP

* The 1SO Tariff contains the following definition for Energy Resource Area, in pertinent part;

A geographic area certified by the California Public Utilities Commission and the California
Energy Commission as an area in which multiple LCRIGs [Location Constrained Resource
Interconnection Generator] could be located...



proceeding. Additionally, information from the ISO queue, as well as study results from
the LGIP and the transition cluster, will feed into the ISO’s evaluation of the
infrastructure additions and upgrades that will be necessary to reliably operate the grid
and support the state’s long-term RPS goals. The identification of the input assumptions
is part of the open and transparent TPP and interested parties are encouraged to
participate in the process.

March 31, 2009 is the date by which RETI Phase 2 is expected to release a
conceptual transmission plan that will provide access to the high priority CREZs. To
facilitate the prioritization of the renewable zones and development of the conceptual
plan, the I1SO has hired Black & Veatch to build on the work accomplished by RETI in
Phase 1 and the E3 renewables scenarios. The Black & Veatch study results will be
provided to the RETI Stakeholder Steering Committee for possible use in the March 31
report, and will be incorporated into the ISO TPP study assumptions for studies that will
be performed during the second and third quarters of 20009.

According to the TPP timeframe, the 1SO study results, which will include the
“need” determinations for specific projects necessary to connect the high priority CREZs,
will be available in September and posted for stakeholder comments. Specific projects
that respond to the 1SO “need” determinations can be submitted through the TPP Request
Window (open August 15-November 30) and presented to the ISO Governing Board in
the 2010 Transmission Plan during the first quarter of 2010. Projects studied by the ISO

in the 2010 cycle will be approved by the ISO Governing Board or ISO management in



accordance with the project criteria set forth in the tariff and Business Practice Manual
for Transmission Planning.’

In the most general sense, all of the work accomplished by RETI and refined in
the LTPP proceeding will be “handed off” to the ISO for identification of the
transmission upgrades and additions that will be required to deliver the renewable energy
from the resource zones. Once specific projects have been presented to the ISO for study
and approval in response to these identified needs, the Commission will then consider the
projects in the form of individual CPCN applications.

The ISO’s Transmission Planning Process provides all interested parties with the
opportunity to participate in the development of the studies that will incorporate the RETI
results into the grid reliability and planning assessments required by NERC. The ISO is
mandated by the FERC Order 890 directives to conduct annual long-term planning
studies, and the 2010 cycle is currently underway. The ISO suggests that the RETI
results and any conceptual transmission plans can and will be used by the ISO to
establish a “need” for projects to connect high priority CREZs, and how this pre-
determination “need” can be reflected in the CPCN process is a subject for this
workshop. The ISO’s responses to the specific questions identified in the Ruling are set
forth below.

1. To what extent can the Commission grant a rebuttable presumption
of need to transmission projects serving high priority CREZs?

The rebuttable presumption of reasonableness that is afforded the ISO’s economic
studies, as detailed in D.06-11-018, could be expanded to include a layer of special

deference for projects that provide access to high priority CREZs in response to the 1SO’s

> The BPM for Transmission Planning can be found at: http://www.caiso.com/2024/20246de967b0.pdf




need determination. This rebuttable presumption would be a distinct element in the
consideration of need for the project and would be included the ISO studies. During the
CPCN process, a rebuttable presumption of need for a project providing access to high-
priority resource zones could be used to develop project objectives and screen out
infeasible alternatives. However, such a rebuttable presumption for high priority RPS
projects cannot be used as a substitute for the ISO’s reliability and economic evaluations
which will be conducted for individual projects in accordance with the ISO tariff.
Nonetheless, because the rebuttable presumption mechanism can be a valuable tool for
coordinating the ISO TPP and the Commission’s CPCN process, the 1SO suggests that
the rebuttable presumption also be expanded to include the 1SO’s reliability studies as
well as its economic studies.

2. To what extent can, or should, the Commission grant blanket
approval for recovery of costs for work performed for transmission
projects serving high priority CREZs? If the Commission grants such
approval, which costs should be recovered?

For the purposes of responding to this question, the ISO assumes that the phrase
“costs for work performed” means preliminary study costs that a project proponent might
incur when considering a project that would respond to the ISO’s determination of
“need” for high-priority transmission projects. The ISO assumes that *“costs for work
performed” does not mean the capital costs of the project.

This question appears to seek input on whether the Commission should consider
blanket cost recovery approval for study costs incurred with regard to potential high-
priority renewable transmission projects that are not studied and approved by the I1SO. If

this is a correct interpretation of the question, the SO takes no position on retail rate

recovery for such transmission project study costs. However, if not correct, it should be



emphasized that the ISO must study the reliability, economic and RPS compliance
benefits of each high-priority transmission project pursuant to its tariff and the TPP. The
capital and operating costs of a project cannot, and should not, be included in any
consideration of “blanket” cost recovery approval that would precede the 1SO study
results for individual projects.
3. What is a high priority CREZ or transmission project for purposes of
a potential rebuttable presumption or backstop cost recovery? Who
should determine whether a particular CREZ or “RET]I-identified”

transmission project is high priority, and using what criteria?

e Should the RETI Stakeholder Steering Committee make a
recommendation?

e Does the Commission need to make a separate determination?
The high priority CREZs will be identified through the RETI process, and the
conceptual transmission plans will be developed in Phase 2. As discussed above, the
ISO is working with RETI in Phase 2, along with Black & Veatch, to prioritize the
CREZs and to develop conceptual transmission projects. This information will be
incorporated into the ISO studies to produce high priority transmission project “needs”
which will be identified annually by the ISO during the TPP. There is no need for the

Commission to make a separate determination in this regard.

e Should the Commission specify in these or other proceedings
which CREZs each 10U should study for interconnection or
should the selection be initiated by each 10U, or worked out, in
coordination with publicly-owned utilities (POUs), through the
RET]I process?

e If the selection is initiated by the 10Us, should each 10U identify
which CREZ(s) or RETI-identified transmission projects it wishes
to study by means of an advice letter filing or by application?



The 10Us and transmission project proponents will initiate the study selection
process in response to the 1SO’s high-priority “need” determinations. Proposed projects
will be submitted through the ISO TPP Request Window, or developed in coordination
with POUs using the RET] study results. Accordingly, if the Commission is going to
consider providing cost recovery for all transmission projects intended to provide access
to a high priority resource zone, then the advice letter format might be considered as
notification that a project proponent has developed a project in response to a high priority
CREZ need identified by the ISO in its study results.

4. Final plans of service for transmission projects developed in RETI
may evolve during the CAISO’s transmission planning process, or
joint ISO-POU planning process. Will the Commission need to
determine whether the final plan of service is substantially identical to
the project prioritized through the RETI stakeholder process, and if
so, how should that be accomplished?

Because the 1SO will be identifying the need for the project and then studying the
individual plans of service that are submitted for the purposes of serving such need, the
ISO final study report will describe the differences between the conceptual project and
the final plan of service. In accordance with the rebuttable presumption requirements of
D.06-11-018, the ISO study report will be introduced as part of the CPCN record and
supported by the 1SO through testimony. The Commission will be provided with
sufficient information to make a determination that the individual project under
consideration in a CPCN proceeding meets the electrical “need” developed in RETI and
the 1SO studies.

5. Current statutes set the RPS goals at 20% by 2010, but Executive
Order S-14-008 set a new target of 33% by 2020. Do these current
statutes create impediments to meeting the 33% target, and if so, what

mechanisms can the Commission adopt to ensure that progress can be
maintained towards meeting that target within present authority?



From the ISQO’s perspective, it does not appear that the 20% by 2010 RPS
statutory requirement creates an impediment to achieving the 33% by 2020 RPS goal. In
prior studies, the ISO has found that transmission projects such as Devers Palo Verde 2,
Tehachapi and Sunrise, will be necessary to meet the both the 20% and 33% RPS goals.®
The ISO’s transmission planning studies are modeled to meet the 33% by 2020 target,
including the upcoming 2009 studies that will incorporate the RETI results and develop
the high-priority transmission projects.

e Among other things, can Section 399.25 backstop cost recovery be
granted for projects needed to meet the 33% RPS goal?

e If not, how might the Commission provide backstop cost recovery
for priority RETI projects?

As noted above, the ISO must consider the reliability and economic benefits of
network upgrades and additions that are presented for consideration through the TPP.
Backstop cost recovery can be considered for project costs that are not approved for
inclusion in the 1ISO TAC.

Respectfully submitted,

/s/ Judith Sanders

Nancy Saracino, General Counsel
Judith B. Sanders, Senior Counsel
California Independent System
Operator Corporation

151 Blue Ravine Road

Folsom California 95630

Tel.  (916) 351-4400

Fax. (916) 608-7296

Email: jsanders@caiso.com

Date: February 23, 2009

® See, e.g. Report on Preliminary Renewable Transmission Plans
http://www.caiso.com/2007/2007d75567610.pdf
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1216 K STREET, SUITE 900
SACRAMENTO, CA 95814
steven@iepa.com

Traci Bone

CALIF PUBLIC UTILITIES
COMMISSION

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214
tbo@cpuc.ca.gov

THOMAS P. CORR

SEMPRA ENERGY GLOBAL
ENTERPRISES

101 ASH STREET, HQ16C
SAN DIEGO, CA 92101
tcorr@sempra.com

TREVOR DILLARD

SIERRA PACIFIC POWER COMPANY
6100 NEIL ROAD, MS S4A50

RENO, NV 89520-0024
tdillard@sppc.com

TIM ROSENFELD

MARIN ENERGY MANAGEMENT
TEAM

131 CAMINO ALTO, SUITE D
MILL VALLEY, CA 94941
tim@marinemt.org

Sara M. Kamins

CALIF PUBLIC UTILITIES
COMMISSION

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214
smk@cpuc.ca.gov

SNULLER PRICE

ENERGY AND ENVIRONMENTAL
ECONOMICS

101 MONTGOMERY, SUITE 1600
SAN FRANCISCO, CA 94104
snuller@ethree.com

STEVE RAHON

SAN DIEGO GAS & ELECTRIC
COMPANY (902)

8330 CENTURY PARK COURT, CP32C
SAN DIEGO, CA 92123-1548
srahon@semprautilities.com

APS ENERGY SERVICES COMPANY,
INC.

400 E. VAN BUREN STREET, SUITE 750
PHOENIX, AZ 85004
stacy.aguayo@apses.com

STEVE BRINK
CALIFORNIA FORESTRY
ASSOCIATION

1215 K STREET, SUITE 1830
SACRAMENTO, CA 95814
steveb@cwo.com

SUSAN MUNVES

CITY OF SANTA MONICA

1212 5TH STREET, FIRST FLOOR
SANTA MONICA, CA 90401
susan.munves@smgov.net

THERESA BURKE

SAN FRANCISCO PUC

1155 MARKET STREET, 4TH FLOOR
SAN FRANCISO, CA 94103
tburke@sfwater.org

THOMAS R. DARTON

PILOT POWER SERVICES, INC.
8910 UNIVERSITY CENTER LANE,
SUITE 520

SAN DIEGO, CA 92122
tdarton@pilotpowergroup.com

THERESA L. MUELLER

SAN FRANCISCO CITY ATTORNEY
CITY HALL, ROOM 234

SAN FRANCISCO, CA 94102-4682
theresa.mueller@sfgov.org

TODD JAFFE

3420 KEYSER ROAD

BALTIMORE, MD 21208
tjaffe@energybusinessconsultants.com



THOMAS DONNELLY

JONES DAY

555 CALIFORNIA ST, 26TH FLOOR
SAN FRANCISCO, CA 94104
tmdonnelly@jonesday.com

THOMAS S KIMBALL

MODESTO IRRIGATION DISTRICT
1231 11TH STREET

MODESTO, CA 95352-4060
tomk@mid.org

THEODORE E. ROBERTS
SEMPRA GLOBAL

101 ASH STREET, HQ 12B
SAN DIEGO, CA 92101-3017
troberts@sempra.com

Victoria S Kolakowski

CALIF PUBLIC UTILITIES
COMMISSION

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214
vsk@cpuc.ca.gov

BILLY BLATTNER

SAN DIEGO GAS & ELECTRIC
COMPANY

601 VAN NESS AVENUE, SUITE 2060
SAN FRANCISCO, CA 94102
whblattner@semprautilities.com

WILLIAM V. WALSH

SOUTHERN CALIFORNIA EDISON
2244 WALNUT GROVE AVE.
ROSEMEAD, CA 91770
william.v.walsh@sce.com

YVONNE GROSS
SEMPRA ENERGY

101 ASH STREET, HQ08C
SAN DIEGO, CA 92101
ygross@sempraglobal.com

BILL CHEN

CONSTELLATION NEW ENERGY, INC.

350 SOUTH GRAND AVENUE, SUITE
3800
LOS ANGELES, CA 90071

STRATEGIC ENERGY, LTD.
7220 AVENIDA ENCINAS, SUITE 120
CARLSBAD, CA 92009

COMMERCE ENERGY, INC.
600 ANTON BLVD., SUITE 2000
COSTA MESA, CA 92626

THOMAS ELGIE
POWEREX CORPORATION
1400, 666 BURRAND ST
VANCOUVER, BC V6C 2X8
Tom.Elgie@powerex.com

TOM POMALES

CALIFORNIA AIR RESOURCES
BOARD

1001 | STREET

SACRAMENTO, CA 95812
tpomales@arb.ca.gov

EMILIO E. VARANINI I11
CALIFORNIA POWER AUTHORITY
1201 K STREET SUITE 1100
SACRAMENTO, CA 95814
varaninie@gtlaw.com

VENKAT SURAVARAPU
CAMBRIDGE ENERGY RESEARCH
ASSOCIATES

1150 CONNECTICUT AVENUE NW, #201
WASHINGTON, DC 20036
vsuravarapu@cera.com

WILLIAM H. BOOTH

LAW OFFICE OF WILLIAM H. BOOTH
67 CARR DRIVE

MORAGA, CA 94596
wbooth@booth-law.com

Wendy Al-Mukdad

CALIF PUBLIC UTILITIES
COMMISSION

505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3214
wmp@cpuc.ca.gov

LARRY F. EISENSTAT
DICKSTEIN SHAPIRO LLP
1825 EYE STREET, NW
WASHINGTON, DC 20006

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

CORAL POWER, LLC
4445 EASTGATE MALL, SUITE 100
SAN DIEGO, CA 92121

AOL UTILITY CORP.
12752 BARRETT LANE
SANTA ANA, CA 92705

R. THOMAS BEACH
CROSSBORDER ENERGY

2560 NINTH STREET, SUITE 213A
BERKELEY, CA 94710-2557
tomb@crossborderenergy.com

Thomas Flynn

CALIF PUBLIC UTILITIES
COMMISSION

770 L STREET, SUITE 1050
SACRAMENTO, CA 95814
trf@cpuc.ca.gov

VALERIE J. WINN

PACIFIC GAS AND ELECTRIC CO.
PO BOX 770000, PG&E MAIL CODE
N12G

SAN FRANCISCO, CA 94177-0001
vjw3@pge.com

VIKKI WOOD

SACRAMENTO MUNICIPAL UTILITY
DISTRICT

6301 S STREET, MS A204
SACRAMENTO, CA 95817-1899
vwood@smud.org

BILL GOLOVE

CHEVRON ENERGY SOLUTIONS
345 CALIFORNIA STREET, 18TH
FLOOR

SAN FRANCISCO, CA 94104
whgolove@chevron.com

WILL PLAXICO

HELIOS ENERGY, LLC

31897 DEL OBISPO ST. SUITE 220
SAN JUAN CAPISTRANO, CA 92675
wplaxico@heliosenergy.us

RICHARD LEHFELDT
DICKSTEIN SHAPIRO LLP
1825 EYE STREET, NW
WASHINGTON, DC 20006

MICHAEL MEACHAM
CITY OF CHULA VISTA
276 FOURTH AVENUE
CHULA VISTA, CA 91910

DAVID J. COYLE
ANZA ELECTRIC CO-OPERATIVE, INC
(909)

PO BOX 391908 / 58470 HWY 371
ANZA, CA 92539-1909

GEORGE HANSON

CITY OF CORONA

730 CORPORATION YARD WAY
CORONA, CA 92880



MATTHEW FREEDMAN

THE UTILITY REFORM NETWORK
711 VAN NESS AVENUE, SUITE 350
SAN FRANCISCO, CA 94102

JANICE G. HAMRIN

CENTER FOR RESOURCE SOLUTIONS

PO BOX 29512
SAN FRANCISCO, CA 94129

RAYMOND R. LEE
MOUNTAIN UTILITIES (906)
PO BOX 205

KIRKWOOD, CA 95646

DONALD N. FURMAN

IBERDROLA RENEWABLES INC
1125 NW COUCH STREET, SUITE 700
PORTLAND, OR 97209

KATHERINE SKY TUCKER
VINCENT HILL COMMUNITY
ALLIANCE

32239 ANGELES FOREST HWY.
PALMDALE, CA 93550

CAROLYN LUMAKANG-GO
33288 ALVARADO NILES ROAD
UNION CITY, CA 94587

ARTHUR L. HAUBENSTOCK
PACIFIC GAS AND ELECTRIC
COMPANY

77 BEALE STREET, B30A
SAN FRANCISCO, CA 94105

LIBERTY POWER HOLDINGS LLC
131-A SONEY CIRCLE 500
SANTA ROSA, CA 95401

MOUNTAIN UTILITIES
PO BOX1
KIRKWOOD, CA 95646

ANDREA GULLO
PUENTE HILLS LANDFILL NATIVE
HABITAT

7702 WASHINGTON AVENUE, SUITEC

WHITTIER, CA 90602

MELANIE FALLS

COMPETITIVE POWER VENTURES,
INC.

55 SECOND STREET, SUITE 525
SAN FRANCISCO, CA 94105

WHITNEY BARDWICK

MP2 CAPITAL

1101 5TH AVENUE, SUITE 360
SAN RAFAEL, CA 94901

JEANNE MCKINNEY

THELEN REID BROWN RAYSMAN &
STEINER

101 SECOND STREET, SUITE 1800
SAN FRANCISCO, CA 94105

JAMES H. CALDWELL JR.
IBERDROLA RENEWABLES INC
1650 E NAPA STREET

SONOMA, CA 95476

ANDREW B. BROWN
ELLISON SCHNEIDER & HARRIS, LLP
2600 CAPITOL AVENUE, SUITE 400
SACRAMENTO, CA 95816-5905

GREGORY C. DEVEREAUX
CITY OF ONTARIO

303 EAST B STREET
ONTARIO, CA 91764-4105

TONY CHEN

COOL EARTH SOLAR
7665 HAWTHORNE AVE
LIVERMORE, CA 94550

JAMES MCCLUSKEY

CALIFORNIA ENERGY COMMISSION
1516 NINTH STREET

SACRAMENTO, CA 95814-5512



