BEFORE THE
PUBLIC UTILITIES COMMISSION
OF THE
STATE OF CALIFORNIA

Order Ingtituting Rulemaking on Policies and
Practices for the Commission’s Transmission
Assessment Process

R.04-01-026

OPENING COMMENTSOF THE
CALIFORNIA INDEPENDENT SYSTEM OPERATOR CORPORATION
ON THE PROPOSED OPINION CLOSING PROCEEDING

Charles F. Robinson, General Counsel
Grant A. Rosenblum, Regulatory Counsel
Cdlifornia Independent System Operator
151 Blue Ravine Road

Folsom, CA 95630

Telephone:  916-351-4400

Facsimile: 916-351-2350

Attorneys for
California Independent System Oper ator

June 13, 2005




BEFORE THE
PUBLIC UTILITIES COMMISSION
OF THE
STATE OF CALIFORNIA

Order Ingtituting Rulemaking on Policies and
Practices for the Commission’s Transmission R.04-01-026
Assessment Process

OPENING COMMENTSOF THE
CALIFORNIA INDEPENDENT SYSTEM OPERATOR CORPORATION
ON THE PROPOSED OPINION CLOSING PROCEEDING

Pursuant to the Rule 77 of the Commission’s Rules of Practice and Procedure, and the
Notice of Availability, mailed May 23, 2005, the California Independent System Operator
Corporation (* CAISO") respectfully submits its opening comments on Administrative Law
Judge Vieth’s draft Opinion Closing Proceeding (“ Draft Opinion™).

l.
THE COMMISSION SHOULD COMMIT TO
CONTINUING THE EFFORT OF IMPROVING CALIFORNIA’S
TRANSMISSION SITING AND PLANNING PROCESS

The Draft Opinion proposes to close this rulemaking on the basis that the statutory
timeline for resolution of quasi-legidative proceedings will elapse prior to final evaluation of a
common economic methodology for assessing the need for new transmission infrastructure. As
noted in the Draft Opinion, the proposed modification to General Order 131-D expressly relies
on adoption of a common economic methodology to realize the goal of streamlining the existing

transmission planning and siting process. Consistent with this salutary goal, the CAISO

developed and submitted its “transmission economic assessment methodology” (“TEAM”) to the



Commission to increase the efficiency of the transmission evaluation process, improve the
accuracy of the evaluation, and add greater predictability to regulatory outcomes. The CAISO
also complied with directives in the Order Instituting Rulemaking for submission of standards
for assessing project need based on reliability. The CAISO acknowledges that it is reasonable
not to piece-meal any proposed amendment to General Order 131-D by separately evaluating the
reliability and economic criteria.  As such, absent the ability to timely review TEAM, the

CAI SO recognizes the prematurity of the present rulemaking proceeding.

However, the CAISO strongly supports the objective of this rulemaking. The
Commission should not allow the temporal limitations on resolving quasi- legislative proceedings
to serve as an excuse for delaying progress toward rationalizing the transmission planning and
siting process in California. In this regard, the CAISO is concerned with the qualifications and
ambiguity in the Draft Opinion surrounding the Commission’s intention to continue the
rulemaking process initiated in this proceeding. The Draft Opinion notes that the Commission
“will open a new rulemaking in the future,” but only “as necessary.” Similarly, the Draft
Opinion only commits to “continue to reevaluate the need for a new rulemaking or other
appropriate proceeding” as assessment of TEAM moves forward. Rather than create
uncertainty, the Commission should commit to commencing a new rulemaking proceeding that
seeks to ensure coordination between the CAISO’ s transmission planning responsibilities, the
California Energy Commission’s Integrated Energy Planning Report, and the Commission’s

statutory authority.*

! The Draft Opinion accurately notes that staffs of the Commission, the CEC and the CAISO are currently
engaged in informal discussions regarding the resource planning process. Thisinformal process, aswell asany
effects from the Governor’s recent proposal to create a Department of Energy, can be incorporated into the new
rulemaking proceeding. Thereality isthat regardless of which governmental agency possesses the authority for
siting transmission facilities, coordination with the CAISO planning and approval proceduresis prudent to avoid
duplication of effort and enhance the predictability of the process. This, inturn, will facilitate infrastructure
investment and help ensure that resources will be constructed in time to meet the projected need.



As noted in the Draft Opinion, the Commission can reasonably commitment to a future
rulemaking proceeding because of the current opportunity to move forward on evaluating
TEAM. This opportunity exists based on potential coordination with Application 05-04-015in
which Southern California Edison seeks authority to construct the 500 kV Palo Verde-Devers #2
line ("PVD2"). The CAISO utilized TEAM to perform an independent economic feasibility
assessment of PV D2 and therefore TEAM presently can be reviewed in practical application.
Review of TEAM as a common evaluation platform, however, should not prejudice the PVD2
project or otherwise delay A.05-04-015. How this coordination is accomplished should be
determined following a prehearing conference in either existing 1.00-11-001 or a new proceeding
specificaly opened for evaluating TEAM. The Draft Opinion should affirmatively announce the
Commission’sintention to utilize the CAISO’s PVD2 analysis to advance approval of acommon

economic methodol ogy.
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II.
CONCLUSION

The CAISO recognizes the Commission’s procedural limitations may compel closure of
the instant rulemaking proceeding. However, the Commission should explicitly commit to
opening a new rulemaking proceeding to accomplish the objectives articulated in this
proceeding. In addition, the Commission should include in this opinion the anticipated process
for reinvigorating the Commission’s review of the CAISO’s TEAM approach through either the
existing 1.00-11-001 proceeding or an anticipated new proceeding.

Respectfully submitted,
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Charles F. Robinson, General Counsel
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