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REPLY TESTIMONY OF IRINA GREEN

ON BEHALF OF

THE CALIFORNIA INDEPENDENT SYSTEM OPERATOR CORPORATION

Submitted by the California Independent System Operator Corporation

Are you the same Irina Green that submitted testimony on behalf of the

California Independent System Operator Corporation (“CAISO”) in this

proceeding on November 15, 20047

I am.

Do you use any specialized terms in your testimony?

Yes. As in my opening testimony, unless indicated otherwise,

capitalized terms have the definitions set forth in the CAISO Tariff

Appendix A: Master Definitions Supplement.

What is the purpose of your present testimony?

The purpose of my testimony is to reply to certain aspects of the

“Report on the Otay Mesa Transmission Project,” submitted by witness

Scott Logan on behalf of the Office of Ratepayer Advocates (“ORA”) on

February 22, 2005 (“Report”).

The Report notes that the California Energy Commission (“CEC”), as part

of its certification process for generating facilities, found that the

Otay Mesa Generation Project (“Generation Project”) could reliably

interconnect to the CAISO controlled grid based on the interconnection

plan of service estimated to cost $16 million. (Report at 2:2-4.) Is

there a difference between simply reliably interconnecting to the CAISO

controlled grid and interconnecting in a manner that satisfies SDG&E’s

local reliability or resource adequacy needs?
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Yes. The ORA testimony correctly acknowledges that the CEC approval of

the Generation Project was based on input from the CAISO. As noted in

my opening testimony, when evaluating a generation interconnection

project, the CAISO identifies two potential categories of system

upgrades: 1) Reliability Upgrades that are needed to avoid customer

outage or damage to the equipment caused by the new generation project

and 2) Deliverability Upgrades that are needed to deliver full output

of the generation project. In the approval of a project, the CAISO

specifies which upgrades, if any, are needed for reliability (usually,

replacement of circuit breakers that may become overstressed due to

addition of the new generation project) and which upgrades, if any, are

needed to deliver all or part of the output of the project. Generation

sponsors must fund Reliability Upgrades. Deliverability Upgrades need

not be pursued by the generation sponsor, but rather are discretionary.

With respect to the interconnection process leading to CEC approval,

the CAISO identified that the output of the Generation Project would be

subject to significant congestion. As noted by ORA, in the initial

interconnection process for the Generation Project, Calpine elected not

to fund Deliverability Upgrades. 1Instead, it chose to use congestion

management, but this was nevertheless a “reliable” means of

interconnecting. Accordingly, the CAISO approval for interconnecting a

generation project does not ensure deliverability of the resource.

In contrast, deliverability of generation is an essential element of any

resource adequacy requirement. If generation cannot be delivered to

load when needed, this generation will not have value as a resource
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satisfying resource adequacy requirements or meeting local reliability
needs. For this reason, the Report is misleading when it states that in
approving the “CPCN [the Commission] is requiring the Otay Mesa
generating facility to meet reliability standards above and beyond the
current CAISO Grid Planning Standards.” The new transmission lines are
needed to provide for the deliverability of the Generation Project. Due
to the high load growth and possible retirement of older inefficient
generating units, it is likely to be difficult to replace reduction in
Generation Project output caused by congestion because the SDG&E import
capability is limited and all the internal generation is likely to
already be utilized for RMR. Therefore, the CAISO considers the Project
necessary for system reliability given the Commission’s decision to rely
on the Generation Project to meet future resource adequacy and local
generation needs.

The Report states that the CAISO’s opening testimony “does not appear

to be the result of the CAISO transmission planning process, but rather
a staff review and analysis of SDG&E’s studies, performed in the

context of Commission findings in D.04-06-011.” Do you believe this is
an accurate statement?

No. The CAISO transmission planning process is extremely flexible in a
sense that projects can be generated from variety of sources including
transmission owners, generation developers, or the CAISO itself. The
projects developed through the CAISO planning process include those for
facilitating interconnection of new generation to the grid. This is
typically accomplished through system impact and facilities studies

that are designed, in large part, through collaboration between the
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CAISO and relevant transmission owner. That is what was done here. As
such, the development and approval of the Project was no different than
development and approval of other interconnection projects. Thus,
contrary to the ORA statement, the Project approval is within the
CAISO’s normal transmission planning process.

Has the CAISO Board of Governors approved the Project?

No.

Do you anticipate that the Project will be presented to the CAISO Board
of Governors?

Yes. Under the CAISO’s transmission planning process, the CAISO Board
of Governors approves transmission projects with a cost of more than
$20 million. The fact that the CAISO Board of Governors has not yet
approved the Project is just an issue of timing. Submission of the
Project has been deferred because of the large number of transmission
projects with costs over $20 million that recently have been reviewed
by the CAISO, including the Palo Verde-Devers#2 500 kV line. CAISO
staff prefers that the Board of Governors have ample opportunity to
thoroughly review the transmission proposals and, therefore, has
staggered the presentations for the various projects. Nevertheless,
CAISO management has approved the Project and anticipates submitting
the Project to the Board of Governors within the next two months.

Do you agree with ORA’s recommendation that the Commission consider a
“staged approach” to implementation of the Project’s full plan of
service? (Report at 6:25-34.)

No. The Report cited the CAISO testimony that power delivery may start

under Scenario 1, then continue under Scenario 2 with only the Miguel-
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Sycamore Canyon line in service, and then eventually move to the final

Scenario 3, which has both the Miguel-Sycamore and Miguel-0Old Town

transmission lines in service. ORA suggested implementing the full

plan of service only if, and when, necessary to meet the full delivery

requirement. The CAISO considered the staged approach only because of

the timing of construction of the new transmission lines. The Miguel-

O0ld Town line will have a significant amount of undergrounding that may

extend the construction time beyond that associated with the Miguel-

Sycamore line. In the CAISO testimony, it was clearly stated that the

full benefits of the Generation Project would not be achievable until

the final phase of the Project is constructed. With only Miguel-

Sycamore transmission line in service, not more than 190 MW of the

Generation Project can be integrated, which limits the ability of the

Generation Project to satisfy resource adequacy requirements as well as

displace existing, more costly Reliability-Must-Run generation.

The Report claims that the CAISO did not address the cost-effectiveness

of the transmission project. (Report at 5:7-8.) Do you agree?

No. As noted in my opening testimony,

In evaluating the Transmission Project for purposes of

this testimony, the CAISO necessarily considers SDG&E’Ss

application for a CPCN within the context the

Commission’s final opinion in D.04-06-011. That
Decision “determined that SDG&E does .. need Otay Mesa.”
(D.04-06-011 at 54.) The finding of “need” rested on the

reasoning that approving Otay Mesa was “the provident and

prudent thing” for the Commission to do given the
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critical reliance on aging resources to meet SDG&E’s

local reliability requirements and the goal of the

State’s Energy Action Plan to encourage “new, cleaner,

efficient power sources to meet anticipated demand

growth, replace aging, less efficient and dirty power

plants both permanently and as part of RMR contract

obligations so as to reduce SDG&E’s RMR costs.” (Id. at

55.) The conclusion I draw from this outcome is that the

Commission has selected Otay Mesa to provide SDG&E with

local capacity to meet SDG&E’s anticipated grid

reliability needs resulting from future load growth.

Further, this finding was made with the recognition that

without some transmission upgrades, Otay Mesa cannot be

utilized to serve load in the San Diego local reliability

area because of congestion or, in other words, because

the energy is not deliverable to load. Accordingly, the

CAISO does not view its role before the Commission in

this proceeding as determining “need” or “if” a

transmission project associated with Otay Mesa should be

constructed. Instead, based on D.04-06-011, the CAISO

assumes a prior Commission finding of “need” for both

Otay Mesa and transmission, and therefore addresses

whether the proposed Transmission Project constitutes the

appropriate alternative to satisfy the stated objectives

of SDG&E in proposing Otay Mesa and the Commission in

approving that resource.
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Thus, the CAISO admittedly did not do a cost-effectiveness analysis to

determine whether the Generation Project and Project constituted the

most cost-effective and viable method for SDG&E to meet the objectives

identified in D.04.06-011. However, the CAISO did consider SDG&E’s

estimated costs of the various transmission alternatives in selecting a

preferred transmission plan. After considering numerous alternatives,

including their costs, the CAISO concluded that the Project was the

best alternative in meeting the objectives of the Commission. As was

noted in the CAISO testimony in this proceeding, the Project will:

provide for the firm transmission delivery of Otay Mesa generation to

the SDG&E load centers;

prevent Otay Mesa generation from increasing transmission congestion

north of Miguel;

reduce RMR costs by allowing displacement of a portion of the RMR

generation in SDG&E service area;

provide higher operational flexibility during scheduled outages;

improve system voltages; and

avoid the need to trip additional generation and load for the Miguel

corridor outage.

All the other alternatives studied by SDG&E and the CAISO either failed

to achieve the objectives listed above or had even higher cost than the

Project.

Does that conclude your testimony?

Yes.
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