pz@ CALIFORNIA ISO Sroemope

October 5, 2004

Attn: Commission’s Docket Office
California Public Utilities Commission
505 Van Ness Avenue

San Francisco, CA 94102

RE:  Docket # R.04-04-003- Order Instituting Rulemaking to Promote Policy and Program
Coordination and Integration in Electric Utility Resource Planning

Dear Clerk:
Enclosed please find an original and five copies of Reply Comments of the California Independent
System Operator Corporation on the Alternate Draft Decision of Commissioner Lynch Regarding

Resource Adequacy in the above-referenced docket.

Please date stamp one copy and return to California ISO in the self-addressed stamped envelope
provided.

Thank you.
Sincerely,

Nyl —

Grant A. Rosenblum
Regulatory Counsel

Cc: Service List
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BEFORE THE
PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking to Promote )
Policy and Program Coordination and ) R.04-04-003
Integration in Electric Utility Resource )
Planning )
)
REPLY COMMENTS OF THE

CALIFORNIA INDEPENDENT SYSTEM OPERATOR CORPORATION

ON THE ALTERNATE DRAFT DECISION OF COMMISSIONER LYNCH

REGARDING RESOURCE ADEQUACY

The California Independent System Operator Corporation (“CAISO”) submits these reply
comments to address, and hopefully clarify, one issue — the role of intra-control area system
contracts (or “Firm LD contracts”) in the resource adequacy requirement.'

The core objective of resource adequacy is to ensure that capacity is committed to serve
California load. Intra-control area system contracts that do not specify the units the supplier
intends to rely on to “back” the contract undermine that core objective. Without the specification
of a particular resource or resources supporting the contract, there is no way to ensure that the
generation capacity is not being double-counted for resource adequacy purposes, i.e., used to
supply the energy contract and a separate availability contract to different LSEs. The issue is not
whether Firm LD contracts are reliable, dependable, and beneficial to the consumers, but to
ensure that other capacity contracts (e.g., availability contracts) that are sold and used to satisfy a
LSE’s obligation do not use the same capacity that is “nominally slated” by the seller of the LD

contract. By specifying nominal resources supporting a Firm LD contract, this double counting

gaming possibility is eliminated. Moreover, the supplier is committing that capacity to California

! By only addressing this issue, the CAISO does not imply that it agrees with all other positions

taken by interested parties in their opening comments on the Lynch Alternate. In this regard, the CAISO
continues to advocate for rejection of the Lynch Alternate generally, and in favor of those changes to the
Draft Decision set forth in the CAISO’s prior comments on both the Draft Decision and Lynch Alternate.



through the contractual requirement, adopted by both the Draft Decision and the Lynch Alternate,
to schedule or bid into the CAISO markets and the CAISO can determine whether the capacity
from those units is oversubscribed. This “portfolio” approach allows for the identification of a
significant number of units or portions of units. Finally, while the identified units must comply
with the contractual provision to make themselves available to the California market, the supplier
need not meet its delivery obligation from those units, but may purchase economy energy. If
other cheaper resources become available on a given day, then the supplier of the Firm LD
contract may use it to satisfy its obligation.

Thus, the CAISO’s opposition to intra-control area system contracts is limited to those
contracts that do not specify the unit(s) the supplier possesses to support the contractual
obligation and, consistent with this position, reads both the Draft Decision and Lynch Alternate as
being similarly limited.

October 5, 2004 Respectfully Submitted:
By: /@( /——\

Grant A. Rosenblum
Attorney for
California Independent System Operator




CERTIFICATE OF SERVICE
| hereby certify that | have served, by electronic mail, a copy of the foregoing Reply
Comments of the California Independent System Operator Corporation on the Alternate Draft
Decision of Commissioner Lynch Regarding Resource Adequacy to each party in Docket No. R.04-
04-003.

Executed on October 5, 2004, at Folsom, California.

Karen Voong -
An Employee of th fornia

Independent System Operator
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ONE CYCLOTRON ROAD
MS-90-4000

BERKELEY, CA 94720

WILLIAM B. MARCUS

JBS ENERGY, INC.

311 D STREET, SUITE A

WEST SACRAMENTO, CA 95605



STEVEN KELLY

INDEPENDENT ENERGY PRODUCERS ASSN
1215 K STREET, SUITE 900

SACRAMENTO, CA 95616

SCOTT BLAISING
ATTORNEY AT LAW
BRAUN & BLAISING, P.C.
8980 MOONEY ROAD
ELK GROVE, CA 95624

PHILIP D. PETTINGILL
CAISO

151 BLUE RAVINE ROAD
FOLSOM, CA 95630

VICTORIA P. FLEMING

NAVIGANT CONSULTING, INC.

3100 ZINFANDEL DRIVE, SUITE 600
RANCHO CORDOVA, CA 95670-6026

DAN GEIS

AGRICULTURAL ENERGY CONSUMERS
ASSO.

925 L STREET, SUITE 800
SACRAMENTO, CA 95814

MELANIE GILLETTE

DUKE ENERGY NORTH AMERICA
980 NINTH STREET, SUITE 1420
SACRAMENTO, CA 95814

CAROLYN A. BAKER
ATTORNEY AT LAW
7456 DELTAWIND DRIVE
SACRAMENTO, CA 95831

NATHAN TOYAMA

SACRAMENTO MUNICIPAL UTILITY DISTRICT
6201 S STREET

RATES DEPARTMENT, MS 44

SACRAMENTO, CA 95852-1830

LAURA J. SCOTT

LANDS ENERGY CONSULTING INC.
2366 EASTLAKE AVENUE EAST
SUITE 311

SEATTLE, WA 98102-3399

Bradford Wetstone

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

ELECTRIC INDUSTRY & FINANCE
AREA 4-A

SAN FRANCISCO, CA 94102-3214

VIKKI WOOD

PRINCIPAL DEMAND-SIDE SPECIALIST
SACRAMENTO MUNICIPAL UTILITY DISTRICT
6301 S STREET, MS A103

SACRAMENTO, CA 95618-1899

LEGAL & REGULATORY DEPARTMENT
CALIFORNIA ISO

151 BLUE RAVINE ROAD

FOLSOM, CA 95630

ROBERT SPARKS

CALIFORNIA INDEPENDANT SYSTEM
OPERATOR

151 BLUE RAVINE ROAD

FOLSOM, CA 95630

ED CHANG

FLYNN RESOURCE CONSULTANTS, INC.
2165 MOONSTONE CIRCLE

EL DORADO HILLS, CA 95762

KEVIN WOODRUFF

WOODRUFF EXPERT SERVICES
1100 K STREET, SUITE 204
SACRAMENTO, CA 95814

TERRY A. GERMAN
LIVINGSTON & MATTESICH LAW
CORPORATION

1201 K STREET, SUITE 1100
SACRAMENTO, CA 95814-3938

KAREN NORENE MILLS

ATTORNEY AT LAW

CALIFORNIA FARM BUREAU FEDERATION
2300 RIVER PLAZA DRIVE

SACRAMENTO, CA 95833

DON WINSLOW

PPM ENERGY

1125 N.W. COUCH, SUITE 700
PORTLAND, OR 97209

Maxine Harrison

CALIF PUBLIC UTILITIES COMMISSION
320 WEST 4TH STREET SUITE 500
EXECUTIVE DIVISION

LOS ANGELES, CA 90013

Brian D. Schumacher

CALIF PUBLIC UTILITIES COMMISSION

505 VAN NESS AVENUE

ENGINEERING, ENVIRONMENTAL STUDIES,
CUSTOMER SERVICE

AREA 4-A

SAN FRANCISCO, CA 94102-3214

CAROLYN M. KEHREIN

ENERGY MANAGEMENT SERVICES
1505 DUNLAP COURT

DIXON, CA 95620-4208

GARY DESHAZO

MANAGER OF REGIONAL TRANSMISSION
CALIFORNIA ISO

151 BLUE RAVINE ROAD

FOLSOM, CA 95630

JAMES WEIL

AGLET CONSUMER ALLIANCE
PO BOX 1599

FORESTHILL, CA 95631

BRUCE MCLAUGHLIN
BRAUN & BLAISING P.C.
915 L STREET, SUITE 1460
SACRAMENTO, CA 95814

LOREN KAYE

POLIS GROUP

1115 11TH STREET, SUITE 100
SACRAMENTO, CA 95814

GREG BROWNELL

SACRAMENTO MUNICIPAL UTILITY DISTRICT
6201 S STREET, M.S. B306

SACRAMENTO, CA 95817-1899

KAREN LINDH

LINDH & ASSOCIATES

7909 WALERGA ROAD, NO. 112, PMB 119
ANTELOPE, CA 95843

G. ALAN COMNES
DYNEGY POWER CORP.
3934 SE ASH STREET
PORTLAND, OR 97214

Amy Chan

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

ELECTRIC INDUSTRY & FINANCE
AREA 4-A

SAN FRANCISCO, CA 94102-3214

Bruce Kaneshiro

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

NATURAL GAS, ENERGY EFFICIENCY AND
RESOURCE ADVISORY

AREA 4-A

SAN FRANCISCO, CA 94102-3214



Carol A Brown

CALIF PUBLIC UTILITIES COMMISSION

505 VAN NESS AVENUE

DIVISION OF ADMINISTRATIVE LAW JUDGES
ROOM 5103

SAN FRANCISCO, CA 94102-3214

Donna J Hines

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

ELECTRICITY RESOURCES AND PRICING
BRANCH

ROOM 4102

SAN FRANCISCO, CA 94102-3214

Jay Luboff

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

NATURAL GAS, ENERGY EFFICIENCY AND
RESOURCE ADVISORY

AREA 4-A

SAN FRANCISCO, CA 94102-3214

Karen M Shea

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

ELECTRIC INDUSTRY & FINANCE
AREA 4-A

SAN FRANCISCO, CA 94102-3214

Mark S. Wetzell

CALIF PUBLIC UTILITIES COMMISSION

505 VAN NESS AVENUE

DIVISION OF ADMINISTRATIVE LAW JUDGES
ROOM 5009

SAN FRANCISCO, CA 94102-3214

Meg Gottstein

CALIF PUBLIC UTILITIES COMMISSION

505 VAN NESS AVENUE

DIVISION OF ADMINISTRATIVE LAW JUDGES
ROOM 5044

SAN FRANCISCO, CA 94102-3214

Noel Obiora

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

LEGAL DIVISION

ROOM 4107

SAN FRANCISCO, CA 94102-3214

Shannon Eddy

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

EXECUTIVE DIVISION

ROOM 4102

SAN FRANCISCO, CA 94102-3214

Valerie Beck

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

NATURAL GAS, ENERGY EFFICIENCY AND
RESOURCE ADVISORY

AREA 4-A

SAN FRANCISCO, CA 94102-3214

ANDREW ULMER

ATTORNEY AT LAW

SIMPSON PARTNERS LLP

900 FRONT STREET, SUITE 300
SAN FRANCISCO, CA 94111

Clayton K. Tang

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

ELECTRIC INDUSTRY & FINANCE
AREA 4-A

SAN FRANCISCO, CA 94102-3214

Jack Fulcher

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

ELECTRIC INDUSTRY & FINANCE
AREA 4-A

SAN FRANCISCO, CA 94102-3214

Jeanette Lo

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

NATURAL GAS, ENERGY EFFICIENCY AND
RESOURCE ADVISORY

ROOM 4006

SAN FRANCISCO, CA 94102-3214

Kenneth Lewis

CALIF PUBLIC UTILITIES COMMISSION

505 VAN NESS AVENUE

ENGINEERING, ENVIRONMENTAL STUDIES,
CUSTOMER SERVICE

ROOM 4002

SAN FRANCISCO, CA 94102-3214

Marshal B. Enderby

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

ENERGY COST OF SERVICE BRANCH
ROOM 4205

SAN FRANCISCO, CA 94102-3214

Moises Chavez

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

NATURAL GAS, ENERGY EFFICIENCY AND
RESOURCE ADVISORY

AREA 4-A

SAN FRANCISCO, CA 94102-3214

Paul Douglas

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

ELECTRIC INDUSTRY & FINANCE
AREA 4-A

SAN FRANCISCO, CA 94102-3214

Stephen St. Marie

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

ELECTRIC INDUSTRY & FINANCE
AREA

SAN FRANCISCO, CA 94102-3214

Zenaida G. Tapawan-Conway

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

NATURAL GAS, ENERGY EFFICIENCY AND
RESOURCE ADVISORY

AREA 4-A

SAN FRANCISCO, CA 94102-3214

CPA COUNSEL OFFICE
CALIFORNIA POWER AUTHORITY
901 P STREET, SUITE 142A
SACRAMENTO, CA 95814

Donald R Smith

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

ELECTRICITY RESOURCES AND PRICING
BRANCH

ROOM 4209

SAN FRANCISCO, CA 94102-3214

Jan Reid

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

ELECTRICITY RESOURCES AND PRICING
BRANCH

ROOM 4209

SAN FRANCISCO, CA 94102-3214

Julie A Fitch

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

EXECUTIVE DIVISION

ROOM 5203

SAN FRANCISCO, CA 94102-3214

Louis M Irwin

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

ELECTRICITY RESOURCES AND PRICING
BRANCH

ROOM 4209

SAN FRANCISCO, CA 94102-3214

Maryam Ebke

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

DIVISION OF STRATEGIC PLANNING
ROOM 5119

SAN FRANCISCO, CA 94102-3214

Nilgun Atamturk

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

NATURAL GAS, ENERGY EFFICIENCY AND
RESOURCE ADVISORY

AREA 4-A

SAN FRANCISCO, CA 94102-3214

Scott Logan

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

ELECTRICITY RESOURCES AND PRICING
BRANCH

ROOM 4209

SAN FRANCISCO, CA 94102-3214

Trina Horner

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

EXECUTIVE DIVISION

ROOM 5217

SAN FRANCISCO, CA 94102-3214

MARGARET TOBIAS
ATTORNEY AT LAW

460 PENNSYLVANIA AVENUE
SAN FRANCISCO, CA 94107

CLARE LAUFENBERG

CALIFORNIA ENERGY COMMISSION
1516 9TH ST., MS 46
SACRAMENTO, CA 95814



CONNIE LENI

CALIFORNIA ENERGY COMMISSION
1516 9TH STREET

SACRAMENTO, CA 95814

ERIN R. KOCH-GOODMAN

SAFF COUNSEL

CALIFORNIA ELECTRICITY OVERSIGHT
BOARD

770 L STREET, SUITE 1250
SACRAMENTO, CA 95814

MICHAEL JASKE

CALIFORNIA ENERGY COMMISSION
1516 9TH STREET, MS-500
SACRAMENTO, CA 95814

Wade McCartney

CALIF PUBLIC UTILITIES COMMISSION
770 L STREET, SUITE 1050

NATURAL GAS, ENERGY EFFICIENCY AND
RESOURCE ADVISORY

SACRAMENTO, CA 95814

FERNANDO DE LEON

ATTORNEY AT LAW

CALIFORNIA ENERGY COMMISSION
1516 9TH STREET, MS-14
SACRAMENTO, CA 95814-5512

RON WETHERALL

ELECTRICITY ANALYSIS OFFICE
CALIFORNIA ENERGY COMMISSION
1516 9TH STREET MS 20
SACRAMENTO, CA 96814-5512

DARCIE L. HOUCK

CALIFORNIA ENERGY COMMISSION
1516 9TH STREET, MS 34
SACRAMENTO, CA 95814

JENNIFER TACHERA

CALIFORNIA ENERGY COMMISSION
1516 - 9TH STREET

SACRAMENTO, CA 95814

MICHAEL MESSENGER
CALIFORNIA ENERGY COMMISSION
1516 9TH STREET

SACRAMENTO, CA 95814

PEGGY BERNARDY

CHIEF COUNSEL

CALIFORNIA DEPARTMENT OF WATER
RESOURCES

1416 9TH ST.

OFFICE OF THE CHIEF COUNSEL, ROOM 1118
SACRAMENTO, CA 95814-4409

HELEN SABET

ENERGY SPECIALIST

CALIFORNIA ENERGY COMMISSION
1516 9TH STREET

SACRAMENTO, CA 95814-5512

ROSS A. MILLER

ELECTRICITY ANALYSIS OFFICE
CALIFORNIA ENERGY COMMISSION
1516 9TH STREET MS 20
SACRAMENTO, CA 96814-5512

EMILIO E. VARANINI, Ill
CALIFORNIA POWER AUTHORITY
901 P STREET, SUITE 142A
SARCARMENTO, CA 95814

KAREN GRIFFIN

EXECUTIVE OFFICE

CALIFORNIA ENERGY COMMISSION
1516 9TH STREET, MS 39
SACRAMENTO, CA 95814

TOM GLAVIANO

CALIFORNIA ENERGY COMMISSION
1516 NINTH STREET, MS-14
SACRAMENTO, CA 95814

TOM FLYNN

ELECTRICITY OVERSIGHT BOARD

1516 NINTH STREET

C/O CALIFORNIA ENERGY COMMISSION
SACRAMENTO, CA 95814-5504

ARLEN ORCHARD

ATTORNEY AT LAW

SACRAMENTO MUNICIPAL UTILITY DISTRICT
6201 S STREET, M.S. B406

SACRAMENTO, CA 95817-1899



