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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking to Consider

Refinements to and Further Development of the Rulemaking 05-12-013
Commission’s Resource Adequacy Requirements (Filed December 15, 2005)
Program.

Comments of the Alliance for Retail Energy Markets and Dynegy
On PD Phase 2 — Track 2 Issues:
Adoption of a Preferred Policy for Resource Adequacy

These comments are filed jointly by the Alliance for Retail Energy Markets' and Dynegy,*
together “Joint Parties”.” The Joint Parties share a common vision for the future of resource adequacy
(RA) for California’s electricity markets. This vision is centered on robust, transparent, and competitive
markets for energy, ancillary services, and capacity, in order to meet California’s future electricity needs
in an efficient and cost-effective manner. The Joint Parties believe that the policy vision of the Proposed
Decision (PD) is fundamentally incompatible with the commitment of the state, recently renewed by
statute, to retail choice for consumers, with equally undesirable implications for wholesale competition as
well. We firmly believe that a market-based approach to RA that can simultaneously meet the state’s
reliability needs without imposing unreasonable, crippling costs on LSEs is needed to fully address all the
criteria for the RA program.

I INTRODUCTION AND SUMMARY

The PD in this rulemaking reaches many important conclusions about the weaknesses of the

AReM is an alliance of Sempra Energy Solutions, Constellation Energy Commodities, Direct
Energy LLC and RRI Energy, Inc.

“Dynegy” refers, collectively, to Dynegy Morro Bay, LLC, Dynegy Moss Landing, LLC, and
Dynegy Oakland, LLC.

The Joint Parties have authorized Goodin, MacBride, Squeri, Day & Lamprey, LLC as counsel
for the purpose of submission and execution of this pleading.



current Resource Adequacy (RA) program and the need for and the direction of fundamental reforms.
Central to these conclusions is the need for modifications to the current RA program to provide for
market-based investment in new resources, price transparency, and equitable allocation of the
responsibility and costs of meeting RA requirements.

The Joint Parties strongly support these conclusions and urge the Commission to issue a Final
Decision that establishes these findings as policy. Collectively, they point the state in the right direction,
towards a comprehensive, equitable, and sustainable RA approach for California. The Joint Parties
acknowledge that a multi-year forward commitment is an essential part of the RA program if
implemented with a centralized capacity market and such a feature can resolve the existing RA program’s
deficiencies in encouraging investment in new capacity. But if implemented using only a bilateral market
structure, the multi-year forward element will impose significant and untenable challenges to retail
competition.

Consequently, the Joint Parties take issue with those findings of the PD that conclude that a
centralized capacity market is not the best policy for California at this time. As the PD recognizes, a
centralized mechanism has “certain distinct advantages over the bilateral capacity trading approach [that]
would solve some of the more difficult issues associated with the bilateral approach, whether in its current

form or in a form that includes a multi-year forward commitment.”*

A centralized capacity market is
uniquely capable of allocating the costs of maintaining reliability equitably; committing scarce or limited
resources; facilitating load migration and direct retail access; providing the greatest level of transparency
and, consequently, economic efficiency; and supplanting the need for a backstop mechanism.” Unlike a

bilateral-only approach, a centralized capacity market encourages competitive investment by providing a

transparent index to the value of locational capacity, minimizing the risk of load forecast errors, providing

PD at 68.
> PD at 68—69.



a market reference for bilateral contracting and investment, and efficiently and equitably allocating
capacity costs to all LSEs (and by extension, to all customers) while ensuring resource adequacy. The
Joint Parties believe the PD errs in concluding that a centralized capacity market is less able to secure the
resources needed for local reliability or renewables attainment, conclusions that are flatly contradicted by
record evidence and subsequent outcomes in eastern markets that have adopted centralized capacity
mechanisms.

A primary concern stated in the PD regarding the adoption of a centralized mechanism is the
potential loss of jurisdictional control from the Commission to the Federal Energy Regulatory
Commission. Although the Joint Parties believe that these concerns are over-broad, we recognize that the
Commission desires to ensure that it retains its primary authority over resource adequacy for its
jurisdictional LSEs, maintains its ability to refine its RA program, and is in a position to address
specialized resource requirements, market failures, or other unforeseen circumstances. We do not
believe, however, that the Commission’s authority over any of these issues is impaired by creation of a
centralized capacity market. Even with a centralized capacity market, the state’s three investor-owned
utilities (IOUs) are required to submit procurement plans that meet standards specified by statute,
including the definition of products to be procured and achievement of minimum annual increases in
renewable resource procurement until a 20% renewable resource portfolio is reached. The plans must
also assure that needs are first met through available energy efficiency and demand reduction resources.®
In overseeing these requirements, the Commission must assure that approved procurement plans moderate
price risks and provide just and reasonable rates. A centralized capacity market would not supplant the
utilities’ obligation to submit procurement plans that the Commission must review and approve.

In fact, a centralized capacity market would complement such procurement rules by providing a
transparent price for the capacity value of resources. Moreover, the state would retain its authority to

regulate the energy portfolios of its jurisdictional load serving entities. For example, the Commission

6 California Public Utilities Code Section 454.5(b)



retains its authority to implement and assess compliance with RPS requirements, and the CARB will
regulate GHG emissions reduction and compliance. So, contrary to the analysis of the PD, the
jurisdictional authority of a state to develop new resources, directly or through its IOUs, and to enjoy the
direct benefits of those resources, is not compromised.

Furthermore, the policy direction taken by the PD seriously impairs the competitive retail sector.
As the record shows, imposing a multi-year forward obligation on LSEs in the absence of market
mechanisms that allow for effective risk management is both costly and risky. Long-term contracts
consume working capital, thereby raising costs and, ultimately, retail rates. Without a liquid, transparent
market for capacity—which the PD would not create, substituting instead a “bulletin board” of uncertain
practicality—the multi-year obligation imposes substantial risk as loads migrate among suppliers.
Furthermore, requiring all LSEs to contract for 100% of their allocated RA requirements on a multi-year
forward basis may create a significant barrier to entry, or cause existing ESPs to withdraw from the
market. The PD recognizes that this issue is “problematic” but concludes that, because the metric of
facilitating direct access has “less weight than other metrics,” these problems can be ignored. ’

The Joint Parties believe, therefore, that the PD errs in its fundamental policy finding in favor of a
bilateral approach. The PD correctly recognizes that a centralized approach is superior in allocating costs
equitably. The PD also correctly rejects the idea that price discrimination under a bilateral approach can
lead to significant savings, eliminating any material benefit to the inevitably higher transaction costs
associated with a bilateral approach. Further, as discussed below, the PD’s arguments that a centralized
approach may be inferior in securing system reliability, or may cause procurement of redundant capacity,
are flawed and contradicted by empirical evidence of the performance of centralized mechanisms
elsewhere. Thus, on the three most important metrics (i.e., reliability, least-cost, and achievement of
environmental objectives), a centralized approach is equal or superior to a bilateral approach. But on the

ability to facilitate retail competition, the question is not even close: closing the door on centralized

7 PD at 75.



capacity markets in the context of a multi-year forward capacity obligation, in the absence of a centralized
capacity market, creates barriers to retail market entry, will inevitably lead to the IOUs being required to
fund backstop capacity investments (while also assuring a lack of diversity in capacity buyers), and will
also require complex cost accounting to accommodate load migration,®

Although the PD suggests that the clear deficiencies of a bilateral approach with respect to
transparency, efficiency, and surety of supply might be addressed through a bulletin board and a backstop
mechanism, there is no record support sufficient to reach these conclusions. However, there are ample
reasons to believe that these side-door solutions will be both problematic to implement and incomplete in
their effectiveness. To begin with, a bulletin board will not commit required existing and new resources,
whereas a centralized capacity market will make the necessary capacity commitments. As the PD
acknowledges, “a comprehensive centralized auction approach could supplant, at least in significant part,
the need for any other backstop procurement mechanism.””, Without such a mechanism the default
would necessarily be IOU-based procurement, which the PD rightly rejects as an inferior solution and
potentially inconsistent with Section 380'°, or a CAISO-based backstop mechanism regulated by the
FERC that may be inconsistent with the Commission’s bilateral RA program. In short, the multi-year
bilateral approach envisioned by the PD, is ultimately an unworkable approach that cannot achieve the
reliable, efficient solutions that are urgently needed as the state face complex energy infrastructure
decisions.

Therefore, Joint Parties respectfully urge the Commission to reverse the ultimate conclusion of

the PD and conclude that a centralized, market-based RA approach is the preferred policy alternative, and

Such accounting would be complicated by the need to comply with Public Utilities Code Section
380(b)(2), which requires the Commission to assure that costs are equitably allocated to “prevent
shifting of costs between customer classes.”

’ PD Page 69.

Under Public Utilities Code Section 380(e) the Commission must implement and enforce the
same resource adequacy requirements on each load-serving entity.



is necessary for the implementation of the multi-year forward RA commitment. In doing so, AReM and

Dynegy concur that the Joint Parties’ design would be an appropriate starting point for initiating a

centralized capacity market implementation proceeding.

I1. AGREED FINDINGS OF FACT
The PD reviews the lengthy record developed in this rulemaking and reaches several important
findings of fact:

(a) The current RA program is not facilitating significant investment in merchant generation, and it is

not likely to do so going forward;"'

(b) A multi-year forward capacity commitment enhances reliability and facilitates appropriate

transmission investment; >

(¢) The RA program will promote better investment, more cost-effectively, if the value of capacity is

transparent and if information is broadly and symmetrically available to all participants; '

(d) Investment in new resources cannot be driven solely on IOU-based procurement or through an

extension of the LTPP process to include all jurisdictional LSEs;"*

(e) Price discrimination between new and existing supply resources is unsustainable, creates

opportunity for third-party arbitrage, and is inconsistent with a policy of price transparency;'” and

(f) A durable backstop mechanism is needed to achieve the state’s reliability and cost-effectiveness

objectives. '®

PD, Findings of Fact 1-3.

PD, Findings of Fact 4.

PD, Findings of Fact 5.

PD, Findings of Fact 11 and 15.
PD, Findings of Fact 7-9.

PD, Findings of Fact 10.



Joint Parties strongly concur that these findings are well-supported by the record evidence and consistent
with a sound policy direction for the state’s resource adequacy.

A. Deficiencies of the Current RA Structure and Need for a Multi-Year Forward
Commitment

This rulemaking was instituted in 2005 because of widespread concern that the existing RA
structure would not be successful in attracting market-based investment to meet the state’s reliability
needs. Furthermore, and contrary to Section 380, the existing structure relies excessively on IOU
investment and contracting to meet reliability deficiencies. These concerns were well-documented
throughout the proceeding by CFCMA and others.'” We strongly support, therefore, the Findings of Fact
that confirm that these flaws in the existing RA program exist and need to be remedied by material
changes going forward.

The keystone finding in this decision is that “a required multi-year forward capacity commitment
to the RA program would provide reliability benefits of advance knowledge of impending reliability
problems and stimulation of merchant generator investment. It would also promote competition between
new and existing resources as well as competition between transmission upgrades and supply additions
and help to ensure that all market participants shoulder the burden of promoting investment.”'® The Joint
Parties strongly concur. A three- to five-year horizon is consistent with the construction time for a wide
range of generation resources, including both fossil-fueled and renewable assets. A multi-year forward
framework is necessary to provide the requisite lead time to meet resource needs.

Historically, the IOUs have been required to engage in a multi-year forward assessment of
resource needs and to develop matching procurement plans. Although the IOUs still serve a large

majority of the customers in the CAISO control area, they are by no means the only LSEs. The

17 See, e.g., CFCMA Comments on Staff Report at 44 (February 2008); CFCMA Reply Comments
on Staff Report at 5-6 (March 2008).

18 PD at 85.



responsibility for maintaining system-wide and local reliability, therefore, must be proportionately borne
by all LSEs as is done under the current mechanism, and establishing a multi-year resource commitment
requirement is the most transparent and practical means to ensure that all LSEs contribute equitably to the
future costs of maintaining resource adequacy — so long as a practical means of implementing and
managing that commitment is available.

B. Locational Price Transparency and Efficient Markets

The PD also reaches important findings concerning the fundamental economics of the desired RA
structure. Several parties had argued throughout the proceeding that a bilateral approach was
significantly less costly for consumers than a market approach, allegedly to the tune of billions of dollars
annually. The PD rightly rejects these arguments as at odds with fundamental economics and rational
business behavior. Eliminating a transparent price signal does not logically lead all sellers to offer their
product at cost; instead, it forces buyers and sellers to make guesses of the fair market value of capacity
based on incomplete and asymmetric information. The resulting contracts may favor buyer or seller; but
it is likely in either case that there will be higher transaction costs, inefficient contracts, at least at the
margin, and therefore inefficient investment (or retirement) decisions. These, in turn, result in higher
total costs for the system, and these higher costs will, ultimately, be borne by customers.

There is an important connection between price transparency and merchant investment. Investors
in new generation need a signal that they should devote resources to develop capabilities in a given
market; these investments are a necessary prerequisite for responding to a need for new capacity, either
through a Request for Quote or through merchant development. The Joint Parties believe, therefore, that
in order for an RA mechanism to successfully attract merchant entry, that it must produce capacity prices
that provide accurate signals for investment or retirement. Because fundamental supply and demand will
differ across the California grid, these prices must have a locational component to attract and retain
resources in the specific regions where they are needed for reliability, similar to the locational pricing
mechanism contained in the CFCM proposal or the capacity markets of New England, New York, and

PIM.



C. Universal Participation

Every customer benefits from a reliable electric system. Every LSE should, therefore, contribute
towards the cost of maintaining that reliability pro rata. The PD correctly finds that the forward capacity
commitment should apply equally to all LSEs, which we believe is the most reasonable means of
complying with Section 380 requirements. This universal requirement should achieve the goal of
reducing reliance on “IOU-based procurement to ensure that investment in non-renewable resources
needed for long-term reliability.”"

While an LSE should be provided an opportunity to meet its pro rata share of a system reliability
requirement through resources it specifies, if it fails to provide such resources and consequently another
LSE’s procurement meets that need, or if there are available resources that have not been bilaterally
contracted, then a mechanism is required to assure that costs to secure these resources are equitably
allocated based on which LSE is serving the benefitting load. And to the extent that an LSE (or its
customers) are allocated costs of a resource, the LSE should also be allocated a comparable share of the
RA capacity of the resource. A centralized capacity market most efficiently accomplishes these
functions, and would eliminate the need for any Cost Allocation Mechanism (CAM).

D. Durable Backstop

The PD finds that “[t]he absence of a durable backstop mechanism is a shortcoming of the current
RA program that jeopardizes the reliability and cost-effectiveness objectives.”® The CAISO’s former
RCST and existing ICPM processes were not designed as durable backstops, inasmuch as they do not
provide an investment signal for new development, nor do they provide a sufficiently reliable revenue
stream to forestall potential retirements of resources with high reliability value.

Notwithstanding the importance of a durable backstop mechanism for ensuring both LSE

compliance and system reliability, the PD offers little guidance as to what such a backstop mechanism

19 PD at 86.
20 PD at 86.



should look like. It acknowledges that “[s]ince IOU-based backstop procurement could run afoul of the
Section 380(e) requirement for nondiscriminatory establishment of RA requirements for all LSEs, we
recognize that CAISO backstop procurement is likely to be a component of the RA program.”?' We
agree with this conclusion, but the conclusion should be clearer: a CAISO backstop procurement must be
a component of the RA program. The CAISO is uniquely positioned to execute such procurement. The
CAISO is able to assess charges to all its interconnected LSEs, even those that are not jurisdictional to the
Commission, thereby assuring universal, equitable contribution towards resource adequacy costs. Finally,
CAISO is uniquely able to impose market power mitigation to ensure just and reasonable procurement
costs, although it is unclear how effective such mitigation will be in the context of a bilateral RA program
as FERC has not demonstrated a willingness to actively regulate bilateral transactions conducted outside
the framework of an organized market. As discussed in more detail below, we believe that a centralized
capacity market would provide both the required robustness and the proper incentives for use of bilateral
contracts.
I11. FLAWED FINDINGS OF FACT

Although the PD sets the stage for a fundamental reform in the state’s RA program, it fails to
adopt a substantial, market-based RA mechanism as the preferred policy. This conclusion appears, to
some degree, to be driven by flawed Findings of Fact that are premised on incomplete or inaccurate
assessments. Moreover, much has been learned about market-based RA approaches from the eastern
markets in the interim that has led to useful refinements to facilitate participation by demand response,
reasonable price formation, and market stability. Many of the Findings of Facts can be shown to be
incorrect, and therefore the economic and reliability rationales for preferring a bilateral approach would
be overturned.

In particular, the Joint Parties takes issue with several of the findings in the PD:

2 Id.
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(a) Selection of a centralized mechanism weakens the Commission’s authorization or ability to

ensure that state environmental policies are met;*

(b) “A bilateral trading regime is more conducive to development of specialized resources that meet

. . . . . . . 23
California’s environmental objectives, and avoidance of development of excess capacity.”

(c) Under a centralized mechanism, the Commission would be hindered from “responding to any

2
market breakdown or other unforeseen consequences.”

(d) “A centralized auction would tend to promote investments in, and development of, generic RA

capacity without regard to the locational, environmental, and operational aspects of the

resource.”?

As discussed below, these claims are unsupported by economic theory, experience in the eastern markets,
or any record evidence.

The Findings of Fact also assert that “[d]evelopment of a capacity auction mechanism in
California most likely would be accompanied by difficult challenges involving a complex balancing of
several market design elements.” The Joint Parties acknowledge that this is likely to be true, but the
implication of this finding is that there is not an equal or greater difficulty associated with development of
a complete regulatory regime supporting a multi-year-forward bilateral option with a robust backstop.
Regardless of the policy the Commission elects, there is much work on implementation details to be done,
building on the record in this proceeding and experience from the eastern markets. Indeed, the PD
acknowledges that any distinction in the implementation challenges associated with a centralized capacity
market as compared to a multi-year forward bilateral RA mechanism are unimportant, concluding that
“we do not see ease and cost of initial implementation to be factors of overriding significance that would
226

lead us to favor one approach over the other.

The PD states that the “Commission has stated its end-state policy preference for a hybrid

2 PD, Findings of Fact 12.
3 PD, Findings of Fact 20.
# PD, Findings of Fact 16.
» PD, Findings of Fact 18.
2 PD at 64.
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wholesale generation market,” a policy that was adopted by the Commission in Decision 03-12-059.
However, the more recent D.07-12-052 specifically recognized the flaws of a hybrid market design and
established a competitive market first policy that is intended to provide a transition away from the hybrid
market.”” By relying on the hybrid market structure policies, the PD abandons this commitment to
competitive markets, essentially advocating a return to a succession of unit-specific, regulatory deals,
rather than relying on market prices and merchant investment to meet future needs. The Joint Parties
strongly disagree with this trajectory as being both inconsistent with state law, good public policy, and
sound economics. The Commission has ample jurisdiction over the state’s [OUs and its jurisdictional
LSEs to implement state policies and address specialized requirements (e.g., renewable portfolio standard,
emission performance standard). What is needed to supplement and inform the Commission’s regulatory
decisions are market prices for energy, ancillary services, environmental attributes, and capacity.
Therefore, the Commission should take action and modify the PD by adopting a centralized capacity
market to assure that transparent market-based prices for capacity are available to guide and direct future
investment in the state’s energy infrastructure. Indeed, California already relies on markets for the
provision of energy, ancillary services, and certain environmental attributes. Adopting a centralized
market mechanism that complements bilateral transactions is a necessary last step.

A. Centralized Markets Can Procure, and Have Produced, Needed Specialized
Resources

The PD concludes that a market-based approach will result in “generic RA capacity” rather than
the “specialized” resources needed to “facilitate environmental policies” or “for satisfying location
reliability across multiple local capacity areas”.”® The decision points to no record evidence supporting

this conclusion, and the Joint Parties submit that it is a flawed finding. Economic theory, record

7 he Commission emphasized that it believes in a “competitive market first” approach, and that “all

long-term procurement should occur via competitive procurements, rather than through
preemptive actions by the IOU, except in truly extraordinary circumstances.” (D.07-12-052, page
209).

28 PD at 66-67.
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evidence, and empirical evidence contradict this finding.

One critical flaw in the PD’s analysis of centralized capacity mechanism is a tacit assumption that
the mechanism displaces all bilateral activity. It does not. As CFCMA explained during the workshops
in this proceeding, a centralized market augments and supports the bilateral supply decisions of LSEs. In
particular, IOUs would continue to be obligated to develop procurement plans as approved by the
Commission to ensure availability of reliable and economic resources for their bundled retail customers.
Thus, even were the Commission to use a centralized RA mechanism, it would retain substantial and
direct authority over the resource procurement plans of most of its jurisdictional load.

The precept that a well-designed centralized mechanism augments bilateral transactions, rather
than supplanting them, is borne out by the evidence from eastern markets. A careful review of the new
generation resources that have cleared in the first six Base Residual Auctions of PJM’s capacity market
shows that a// new generation falls into one of three categories: (a) under construction prior to the market
implementation, (b) brought in under a long-term contract with an LSE, or (c) renewable generation
eligible for federal incentives. This evidence from PJM is consistent with the evidence from the New
England capacity market. Although New England has cleared a substantial amount of new generation, it
is all either renewable capacity, or under contract to a utility. While this outcome was not expected when
the markets were first implemented, it is not surprising in the current credit climate. The auctions have
served a valuable purpose in bringing on one particular class of new supply resources: demand-side
resources, including behind-the-meter generation, energy efficiency, and active demand reduction
capability. These resources actively participated in the auctions, displacing a substantial amount of older,
less cost-efficient generation resources. Thus, the centralized markets were highly effective in two
regards: first, providing a strong incentive to LSEs to hedge potentially high future capacity costs by
entering into bilateral supply arrangements, and second, allowing competition among existing and new

resources at the margin.

-13-



B. Locational Resources in a Centralized Capacity Market

All centralized capacity markets in the United States are locational.” The CFCM design is also
locational, and the PD must be corrected to reflect this fact. The capacity auctions in these markets are
designed to clear sufficient capacity resources to meet all modeled local RA requirements, as well as the
overall system RA requirement. The capacity clearing price in constrained local areas may be higher than
the RTO-wide price if needed to retain costly, existing resources or to clear new resources offered in the
capacity region.

This approach has been highly successful to date in securing sufficient resources to assure local
reliability in the eastern RTOs with forward capacity markets:

e In New England, the risk of price separation led to a series of proactive measures by load-

serving entities with potential resource deficiencies.

o In the potentially constrained Boston area, the local IOU identified cost-effective
transmission upgrades that eliminated a longstanding transmission bottleneck; the
addition of these lines allowed the zone’s RA requirements to be procured from low-
cost external generation, eliminating the need to procure costly new generation

resources located in a dense metropolitan area.

o In its review of the success of the Forward Capacity Market, the ISO New England’s
Internal Market Monitoring Unit noted that nearly all new capacity resources offered
were in potential load pockets. This pattern was a sharp change from siting requests
in prior years, which were heavily weighted towards areas remote from load but with

low land and labor costs.>°

e In PJM, resources have been secured for six years so far under the Reliability Pricing Model

(RPM). Various Locational Deliverability Areas (LDAs) have influenced auction outcomes

2 Note that the Midwest ISO mechanism is not locational because the Midwest ISO has not

identified any material resource deliverability issues within its system that would merit use of a
locational clearing mechanism.

30 Internal Market Monitoring Unit Review of the Forward Capacity Market Auction Results and

Design Elements, Figure 4-3., available at http://www.iso-
ne.com/committees/comm_wkgrps/othr/fcmwg/mtrls/2009/aug72009/6-05-
09 _market monitor_report_for fcm.pdf
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over these years, indicating the relative scarcity of capacity within the zones. Recent
improvements in the market design have been made to better model zones, with the result that
prices in the unconstrained regions of PJIM have fallen dramatically. For example, the
unconstrained clearing price in PJM in the most recent Base Residual Auction was $16/MW-
day (about 50¢/kW-month), while the capacity price in the constrained eastern LDA was
$140/MW-day (about $4.25/kW-month). This price differential shifted resource procurement
strongly from the unconstrained to the constrained region, affecting both high-cost generation
resources and incremental demand resources.

C. Environmental and Other Attributes

Capacity payments are a “top-up” compensation needed to keep sufficient resources available on
the system to support system and local reliability. If, for example, a generator sees substantial
opportunity to earn profits selling energy from its facility, it will need a smaller capacity payment to enter
(and remain) in the market.

This same logic applies with equal force to environmental attributes of a capacity resource. With
some emissions already priced (i.e., NOy and SO,) and with the possibility that Congress may still enact a
carbon policy next year, new and existing resources will take these costs into account when forming their
offers to sell capacity—be it bilaterally or in a centralized market. Likewise, Tradable Renewable Energy
Credits monetize the value of renewable energy from qualifying facilities. These new costs and revenue
stream can reshape the generation fleet towards more efficient generators using cleaner fuels—so long as
investors are reasonably confident that regulators will not interfere and that such competitively valued
products will continue to be available.
The evidence of the results from the eastern RTOs with forward capacity markets emphasizes how
effective this shift towards environmentally friendly resources has been.

e Demand response participation (both active demand response and energy efficiency) has
increased dramatically, displacing much of the need for new generation and allowing some
existing resources to de-list. In New England, the first Forward Capacity Auction resulted in
7% of the net installed capacity requirement being met by DR; this figure rose to 9% in the
subsequent auction. PJM has seen a four-fold increase in DR participation following recent

changes to the market rules.
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e New England now has about 3,100 MW of renewable generation in the queue, about five
times greater than before the forward capacity auction was implemented. Eleven of the

fourteen qualified new generation projects in the most recent auction were renewable.

The challenge before the state is how best to accomplish the balance between resource types,
energy costs, and reliability as the decision-making becomes much more complex than it ever was in the
“good old days” of integrated resource planning. Formerly, IRPs needed only to balance a few variables:
fixed capital costs, variable fuel costs, load growth, water scenarios, and resource builds and retirements.
Even with that limited scope, the decisions were complex. The scope has expanded, however, with all the
statutory and regulatory requirements, new technologies with differential reliability effects, and more
active demand side participation. The policy question is whether any regulatory process can weigh these
complex, risk-laden decisions as effectively as a market can. Markets allow many participants to, in
effect, apply their expertise and risk preferences, resulting in transparent prices that reflect their collective
foresights, leading to efficient, cost-effective solutions to complex economic resource allocation
problems. Importantly, they do so without imposing undue risk on consumers; if a merchant project is
unprofitable, it is the asset owner, not ratepayers, who shoulder the greatest share of the cost.

We accept that the answer the Commission prefers is to allow state regulators and the IOUs to
proactively drive some of the resource decisions going forward. The state has the responsibility under
Section 454.5 of the Public Utilities Code to oversee the procurement activities of the IOUs.
Additionally, the Commission retains its authority to implement and assess compliance with RPS
requirements, and the CARB will regulate GHG emissions reduction and compliance. At the margin,
however, the Commission should neither want nor need to be mandating each new resource in the state.
Consistent with state policy of opening the wholesale market to competition, competitive merchant
generation needs to play a central role in the state’s RA policy.

In order to facilitate competitive wholesale generation, it is important to have a capacity market
that is capable of (a) providing meaningful prices to inform these decisions and (b) supplying, on the

margin, incremental merchant resources. As the managing director of the International Monetary Fund
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stated recently (in a different context), “If you have wrong prices, you make wrong decisions, especially
concerning investment in the long run,”*" Even when LSEs are using bilateral contracts to secure new
resources, without realistic capacity prices, they may select the wrong mix of resources to support overall
reliability by, for example, investing excessively in wind resources (with very low capacity value) rather
than solar or thermal (with much higher capacity value). The PD, however, fails to provide a market
framework to guide LSE’s purchase decisions.

D. Centralized Markets Are Less Likely to Result in Over-Supply than Bilateral
Mechanisms

The PD repeatedly subscribes to a notion that centralized markets will somehow result in
duplicative supply. The logic appears to be that (a) centralized markets will only produce generic RA
resources, so therefore (b) LSEs will have to procure additional resources after a capacity auction to meet
specific goals not met in the auction. This reasoning is seriously flawed, however.

First, as noted above, centralized capacity mechanisms are fully capable of producing resources
to meet locational and environmental requirements, if the requirements are clearly delineated. Those
requirements do need to be embodied in some element of the market, of course. Locations with
specialized capacity requirements need to be modeled in the auction. Environmental and renewable
requirements need to be reflected in emissions credit costs or the value of Tradable Renewable Energy
Credits.*> But with these constraints recognized, the evidence from eastern markets is that centralized
capacity mechanisms are well able to meet specialized resource needs.

Second, there appears to be a presumption that LSEs will have taken no bilateral actions prior to
the primary capacity auction. Again, we have already discussed why this is a flawed assumption. Most
LSEs, including the IOUs in conformance with their authorized procurement plans, will have hedged

some or much of their supply risk in advance of a capacity auction. As a result, the centralized auction

31 Andrew Batson and Deborah Solomon, “Tensions Rise Over the Yuan,” The Wall Street Journal

November 18, 2009, A11.
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will only be committing a subset of all needed resources.
The PD fails to recognize, however, that there is a substantial risk of over-procurement under the
bilateral approach. There are at least two causes for concern:

1. Lacking an effective, liquid means for trading capacity, LSEs may tend to over-contract to a
degree as a hedge against needing to buy potentially expensive “top up” capacity later on.
This practice would have the effect of building a margin on top of the established resource

planning margin, raising costs to consumers.

2. Resource plans of different LSEs may not fully align. With no central reliability review of
the proposed mix of capacity resources, a bilateral-only market design may end up with
nominated resources that are not collectively capable of supporting the full reliability
requirements of the grid. In this case, the CAISO could need to invoke backstop measures to
purchase yet more capacity—notwithstanding the fact that a sufficient quantity has already
been bought and paid for by consumers, but it was just in the wrong places or incapable of

providing needed reliability services.

The Joint Parties’ view, therefore, is that a centralized market is /ess likely to result in over-
procurement to meet specialized needs and less likely to require CAISO backstop procurement.

E. Centralized Approaches Reduce Complexity

The Joint Parties acknowledge that “[d]evelopment of a capacity auction mechanism in California
most likely would be accompanied by difficult challenges involving a complex balancing of several
market design elements.”” There is no “off the shelf” capacity market design that would work well in
California. Even once a design is adopted, it will need to be refined; each of the eastern RTOs continues
to evolve its respective capacity market design. But the PD seems to imply by this critique of centralized
markets that development of a multi-year forward bilateral mechanism will somehow not be
“accompanied by difficult challenges.” We disagree. The PD hints at some of these challenges; many

more belong on that list. For example:

3 In the alternative, CFCMA has also discussed the possibility of adding an explicit “green”

component to the CFCM, so that the central auction would be constrained to obtain sufficient
renewable resources.

3 PD, Finding of Fact 21.
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Mitigation of market power. The current Commission policy provides a waiver of any
penalties for RA non-compliance based on a threshold price of $40 per kilowatt-year — a
value that perpetuates price discrimination between new and existing resources, since this
value falls far short of the cost of new generation. Nor, if invoked, does the mechanism
provide for any alternative means to competitively secure reliability needs for the load
pocket. In a centralized approach, competitive market prices are determined with all supply

offers subject to review by the CAISO’s Department of Market Monitoring.

Treatment of imports. The treatment and allocation of import rights among LSEs in a multi-
year bilateral RA program will be more challenging, and raise potential equity issues, relative

to the auction mechanism in a centralized clearing approach.

Allocation of I0U-incurred costs. The decision about opt-out for LSEs has only been
deferred, not resolved. In a centralized approach, cost responsibility is seamlessly placed on

all load through the capacity charges, determined by actual system use.

Achievement of environmental objectives. The responsibility for achieving environmental
objectives needs to be allocated across all LSEs. In theory, the value of TRECs will provide
a transparent mechanism for managing these responsibilities. To the extent that renewable
resources also provide capacity value, the centralized capacity market approach will allocate

those costs seamlessly.

Bulletin board implementation. The Joint Parties remain very skeptical that an electronic
bulletin board will be able to achieve the transparency ascribed to it. Bilateral contracts tend
to include complex bundles of value, especially when they span multiple years. Designing a
bulletin board that can reveal price for locational Standard Capacity Product transactions,
separate and apart from other bundled value, and without revealing confidential business
information, may be a serious challenge. There is also no evidence to suggest that a bulletin
board would provide any opportunity to mitigate the credit requirement and risk associated
with multi-year forward commitments by LSEs. Additionally, work remains to revise the
terms of the current SCP, including the rules for outage accounting and substitution to assure
that a fungible product is available, without which the effectiveness of any market
mechanism is compromised. To the extent, against our expectations, that such a bulletin
board can evolve and become a robust trading platform for SCP credits, there remains an
interesting question of whether the bulletin board may fall under the jurisdiction of the U.S.
Commodity Futures Trading Commission or the Federal Energy Regulatory Commission.

Under a centralized approach, the transparent, annual reconfiguration auctions would
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eliminate the need for an uncertain bulletin board, and would assign costs based on actual

load in the delivery year.

Load forecasting. Under the bilateral design, each LSE will need to develop a load forecast
five years forward. These individual forecasts will somehow have to be reconciled with a
CEC and Commission view of the aggregate forecast, and any variance “pushed down” to the
LSE load forecasts. Further, a methodology for LSE load forecasts will need to be adopted
that recognizes the strong possibility that, in the aggregate, ESP load under contract five
years forward may be less than a pro rata forecast of ESP load (e.g., the product of a) the
percentage of load served by ESPs in the current year, and b) the total forecast customer load
in five years). Similarly, locational requirements will need to be forecast and allocated to
LSEs. Under a centralized approach, only the CAISO-wide forecast is needed; LSEs are

automatically allocated their pro rata share of reliability costs based on metered load share.

Level of required showing. The PD states that the five-year showing will be for “at least 80
percent” of the forecast requirement. PG&E’s original proposal set this standard at 100
percent. There are important policy and economics issues in selecting a reasonable level for
this five-year showing, which must strike a balance between commercial reasonableness
against the risk of under-procurement of long-lead-time assets. With less than a full showing
five years forward, the Commission creates a serious risk that this initial showing will rely
almost entirely on existing resources; but, when the full showing is required two years later,
there will not be sufficient time to build the new resources that will eventually be needed.
Under a centralized approach, there is no need to defer securing the full requirement and risk

future reliability.

Locational requirements. Because not all capacity is deliverable everywhere in the state, all
bilateral procurements must be individually and collectively feasible. If the five-year
showing can be for less than 100% of the forecast requirement, a consideration should be
given to whether 100% of locational requirements should be required at that stage,
recognizing that constructing new resources in these congested load pockets is typically more

time-consuming and costly than new construction elsewhere in the state (or through imports).

Credit. Inking multi-year-forward capacity contracts will consume a significant amount of
working capital from all LSEs. As noted above, the associated costs and risks are substantial
impediments to entry, or continued participation, for competitive retailers, contravening the
legislative intent of SB 695, which provides for the expedited re-opening of direct access.

The risk-adjusted costs of these capital requirements should be included in retail ratemaking
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for regulated LSEs and will find their way into the pricing of ESPs. It is likely, moreover,
that the financial cost and risks of entering in a multi-year-forward contract will create
significant barriers to entry for new ESPs and competitive challenges for existing ESPs.
Under a centralized capacity market, forward commitments under the CAISO Tariff are made
without assigning obligations to LSEs based on forecast future load, eliminating the need for
LSEs to secure letters of credit to support such forward commitments, thereby facilitating

market entry by ESPs and load migration.

Defaults. If an LSE or a supplier defaults on its multi-year-forward capacity contract, there
are several consequences that will need to be managed by rule. Will the associated capacity
be released from its supply obligation, or will some entity (or entities) step into the shoes of
the defaulting LSE and pay the supplier? If the former, how will sufficient resources be
maintained on the system? If the latter, how would such default costs be allocated?
Similarly, if a supplier defaults on its contract, what rules would apply? Under a centralized
approach, these issues do not arise, or they are covered by CAISO default cost allocation

rules.

Backstop procurement. Who will operate the backstop procurement? Who decides which
resources to procure, and on what basis? Is there a procurement following each of the five-,
three-, and one-year showings? Are deficient LSEs charged the replacement cost, or some
penalty rate? When are these charges collected? Under a centralized approach, the annual

reconfiguration auctions naturally serve as backstop procurement opportunities.

Imposition of SCP Requirements. The CAISO Tariff specifies standards for all capacity
resources. Under a bilateral market, however, these resources are not receiving capacity
payments from the CAISO. How are charges and credits related to SCP performance
assessed on bilaterally secured resources? Who has the collateral requirement for potential
charges for these resources? Under a centralized approach, capacity resources’ payments
from the CAISO can be modified by appropriate charges or credits to ensure compliance with

the SCP requirements

These issues collectively do not appear to be any easier or less controversial than the design

challenges in developing a capacity auction. And, as noted above, each of these particular challenges is

straightforwardly resolved under a centralized capacity market, such as the CFCM.

Iv.

CONCLUSION
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The Joint Parties strongly believe that a centralized capacity market is the best solution for
California’s RA needs. It would augment the bilateral purchasing decisions of the state’s LSEs with a
robust, liquid, and transparent market, including structured remedies against the potential exercise of
market power. The PD correctly finds that a centralized capacity market approach is preferable by
treating all LSEs comparably in terms of resource adequacy, transparency, and efficiency. And although
the PD concludes that there are numerous technical or economic aspects where a bilateral approach may
be superior to a centralized capacity market approach, the analysis above shows that—on these grounds—
the PD’s finding for a multi-year-forward bilateral mechanism is flawed.

The PD makes a compelling case for the necessity of a multi-year forward approach — but fails to
recognize that such a requirement is unworkable without a centralized capacity market. The CAISO has
made it clear from its perspective as the reliability coordinator for most of the state’s transmission grid
that a multi-year forward approach is essential to ensuring that the supply resources needed for reliability
are in place or under development. Moreover, the CAISO and the IOUs need a clear picture of the
generation mix and location looking forward to ensure that the transmission infrastructure is adequate. A
multi-year forward mechanism better aligns the time horizon of the showing to the construction schedules
for new resources, thereby allowing efficient, preferred resources to displace uneconomic existing
resources.

The simple fact exists that a bilateral-only approach is fundamentally incompatible with a multi-
year forward required showing—that is, if expanded retail markets and the return of merchant investment
are to become successful realities. In the record, there was no support from any competitive LSE for this
approach, and the PD itself acknowledges the substantial commercial difficulties this proposal places on
some LSEs. Not only would the PD place potentially untenable costs on some LSEs by requiring them to
sign long-term contracts, it creates enormous risks for such LSEs if load assigned to them at the initial
showing migrated to another supplier. Lacking any credible means to transact capacity through an
organized market with its attendant market power mitigation protection, these LSEs could face material

financial risk of having procured excess capacity for which there is no liquid market, or conversely, be
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required to procure additional capacity while confronted with limited supplies and non-competitive
pricing. The proposed bulletin board fails to mitigate this risk. Lacking any central market mechanism,
retail suppliers would struggle to operate in a multi-year forward environment.

We recognize, however, that the question of jurisdiction weighs heavily in this decision. Our
comments address these concerns, showing that the state generally, and the Commission in particular, has
substantial ability to shape the supply resources in the state. Nothing about a centralized capacity
mechanism, even one operated by CAISO under a FERC-jurisdictional tariff, changes the tools available
to the Commission or its authority to use them in the public interest. The state’s jurisdiction over
wholesale generators is limited, however; the ability to combine the FERC’s authority to enforce market
mitigation on both in-state and external resources through a centralized capacity market option with the
Commission’s own authority is more powerful and comprehensive solution to the state’s RA needs.

The Joint Parties therefore urge the Commission to modify the PD to correct or eliminate the
flawed Findings of Fact identified in these comments and to adopt as the preferred policy of the state a
centralized capacity mechanism. To the extent that the Commission is not prepared to adopt a specific
centralized capacity market design at this time, the Commission should institute a subsequent proceeding
to build a full and fresh record on how a centralized capacity market mechanism should be designed and

implemented.

23-



Respectfully submitted this December 2, 2009 at San Francisco, California.

GOODIN, MACBRIDE, SQUERI,

DAY & LAMPREY, LLP

Jeanne B. Armstrong

505 Sansome Street, Suite 900

San Francisco, California 94111
Telephone: (415) 392-7900

Facsimile: (415) 398-4321

E-Mail: jarmstrong@goodinmacbride.com

By __ /s/Jeanne B. Armstrong
Jeanne B. Armstrong

Counsel for the Joint Parties

4.



CERTIFICATE OF SERVICE

I, Lisa Vieland, certify that [ have on this 3rd day of December 2009
caused a copy of the foregoing
Comments of the Alliance for Retail Energy Markets and Dynegy
On PD on Phase 2 — Track 2 Issues:
Adoption of a Preferred Policy for Resource Adequacy
to be served on all known parties to R.05-12-013 listed on the most recently updated
service list available on the California Public Utilities Commission website, via email to

those listed with email and via U.S. mail to those without email service. 1 also caused

courtesy copies to be hand-delivered as follows:

Commissioner President Michael R. Peevey ALJ Mark S. Wetzell

California Public Utilities Commission California Public Utilities Commission
Executive Division Executive Division

505 Van Ness Avenue, Room 5218 505 Van Ness Avenue, Room 5009
San Francisco, CA 94102 San Francisco, CA 94102

I declare under penalty of perjury that the foregoing is true and correct.

Executed this 3rd day of December 2009 at San Francisco, California.

/s/ Lisa Vieland
Lisa Vieland

3094/004/X114646.v2



JAMES MCMAHON
jmcmahon@crai.com

KATHRYN WIG
Kathryn.Wig@nrgenergy.com

KEITH MCCREA
keith.mccrea@sablaw.com

MICHAEL A. YUFFEE
myuffee@mwe.com

BONNIE S. BLAIR
bblair@thompsoncoburn.com

MARGARET E. MCNAUL
mmcnaul@thompsoncoburn.com

CYNTHIA A. FONNER
Cynthia.A.Fonner@constellation.com

GRETCHEN SCHOTT
gschott@rrienergy.com

JASON ARMENTA
jarmenta@calpine.com

JOSEPH PAUL
joe.paul@dynegy.com

KEVIN BOUDREAUX

CALPINE CORPORATION
CALPINE CORPORATION

717 TEXAS AVENUE SUITE 1000
HOUSTON, TX 77002

CARLA BANKS
cbanks@complete-energy.com

RANDALL PRESCOTT

BP ENERGY COMPANY

BP ENERGY COMPANY

501 WESTLAKE PARK BLVD, 4-242A
HOUSTON, TX 77079-2604

STEVE ISSER
sisser@goodcompanyassociates.com

CHRISTOPHER A. HILEN
chilen@sppc.com

CURTIS KEBLER
curtis.kebler@gs.com

DENNIS M.P. EHLING
dehling@klng.com

MICHAEL MAZUR
mmazur@3PhasesRenewables.com

MIKE KASABA

QUIET ENERGY

QUIET ENERGY

3311 VAN ALLEN PLACE
TOPANGA, CA 90290

E.J. WRIGHT
ej_wright@oxy.com

Service List R.05-12-013
Last Updated 12/2/09

GREGORY S.G. KLATT
klatt@energyattorney.com

DANIEL W. DOUGLASS
douglass@energyattorney.com

FRANK ANNUNZIATO
allwazeready@aol.com

AKBAR JAZAYEIRI
akbar.jazayeri@sce.com

LAURA GENAO
laura.genao@sce.com

WILLIAM V. WALSH
william.v.walsh@sce.com

RONALD MOORE
rkmoore@gswater.com

KEITH SWITZER
kswitzer@gswater.com

KEITH RICHARDS
Keith.richards@nrgenergy.com

DANIEL A. KING
daking@sempra.com

DON P. GARBER
DGarber@sempra.com

STEPHEN KEEHN
skeehn@sempra.com

THOMAS CORR
tcorr@sempraglobal.com

TOM BILL
tbrill@sempra.com

TOM BRILL
tbrill@sempra.com

DONALD C. LIDDELL
liddell@energyattorney.com

REID A. WINTHROP
rwinthrop@pilotpowergroup.com

THOMAS DARTON
tdarton@pilotpowergroup.com

DESPINA NIEHAUS
dpapapostolou@semprautilities.com

DAVID J. COYLE

GENERAL MANAGER

ANZA ELECTRIC CO-OPERATIVE, INC
(909)

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

CRYSTAL NEEDHAM
cneedham@edisonmission.com

ANDREA MORRISON
andrea.morrison@directenergy.com

EVELYN KAHL
ek@a-klaw.com

ROD AOKI
rsa@a-klaw.com

MARC D. JOSEPH
mdjoseph@adamsbroadwell.com

THERESA L. MUELLER
theresa.mueller@sfgov.org

Charlyn A. Hook
chh@cpuc.ca.gov

Karen P. Paull
kpp@cpuc.ca.gov

JIM HENDRY
jhendry@sfwater.org

MICHEL PETER FLORIO
mflorio@turn.org

MARK R. HUFFMAN
mrh2@pge.com

SEEMA SRINIVASAN
sls@a-klaw.com

BRIAN T. CRAGG
bcragg@gmssr.com

JAMES D. SQUERI
jsqueri@gmssr.com

JEANNE B. ARMSTRONG
jarmstrong@goodinmacbride.com

LISA A. COTTLE
Icottle@winston.com

MICHAEL B. DAY
mday@goodinmacbride.com

EDWARD W. O'NEILL
edwardoneill@dwt.com

JEFFREY P. GRAY
jeffgray@dwt.com

IRENE K. MOOSEN
irene@igc.org

JENNIFER CHAMBERLIN
jennifer.chamberlin@directenergy.com

JOHN DUTCHER
ralf1241a@cs.com

RICK C. NOGER
rick_noger@praxair.com

PHILLIP J. MULLER
philm@scdenergy.com

L. JAN REID
janreid@coastecon.com



BARRY F. MCCARTHY
bmcc@mccarthylaw.com

JOY A. WARREN
joyw@mid.org

JOHN R. REDDING
johnrredding@earthlink.net

JAMES WEIL
jweil@aglet.org

CATALIN MICSA
cmicsa@caiso.com

CYNTHIA HINMAN
CHinman@caiso.com

WAYNE AMER
wamer@kirkwood.com

MARY LYNCH
mary.lynch@constellation.com

CAROLYN KEHREIN
cmkehrein@ems-ca.com

BRUCE MCLAUGHLIN
mclaughlin@braunlegal.com

C. ANTHONY BRAUN
braun@braunlegal.com

DAVID A. SANDINO
dsandino@water.ca.gov

JANE E. LUCKHARDT
jluckhardt@downeybrand.com

KEVIN WOODRUFF
kdw@woodruff-expert-services.com

ANDREW B. BROWN
abb@eslawfirm.com

JEDEDIAH GIBSON
jjg@eslawfirm.com

JEFFERY D. HARRIS
jdh@eslawfirm.com

LEE TERRY
lterry@water.ca.gov

MICHAEL WERNER
hcronin@water.ca.gov

DAN SILVERIA
dansvec@hdo.net

JESSICA NELSON
jnelson@psrec.coop

DONALD BROOKHYSER
deb@a-klaw.com

JORDAN WHITE
jordan.white@pacificorp.com

JEFF LAM
jeff.lam@powerex.com

ROBERT STODDARD
RStoddard@crai.com

HARRY SINGH
harry.singh@rbssempra.com

CHRISTOPHER C. O'HARA
chris.ohara@nrgenergy.com

ELIZABETH PARELLA
MERRILL LYNCH

4 WORLD FINANCIAL CENTER
NOTH TOWER, 19TH FLOOR
NEW YORK, NY 10080

STEVEN S. SCHLEIMER
steven.schleimer@barclayscapital.com

STEVEN HUHMAN
steven.huhman@morganstanley.com

MICHAEL J. GERGEN
michael.gergen@lw.com

MARK L. PERLIS
perlism@dicksteinshapiro.com

JAMES MAYHEW
jim.mayhew@mirant.com

BILL KEY
bill.c.key@fpl.com

TIM DRENNAN
tim.drennan@fpl.com

DOUGLAS MCFARLAN
dmcfarlan@mwgen.com

JAMES ROSS
jimross@r-c-s-inc.com

KEVIN GRESHAM
kgresham@rrienergy.com

TRENT CARLSON
tcarlson@rrienergy.com

HUGH TARPLEY
htarpley@complete-energy.com

PETER TELLEGEN
ptellegen@complete-energy.com

JULIE L. MARTIN
julie.martin@bp.com

WAYNE TOMLINSON
william.tomlinson@elpaso.com

KATHLEEN ESPOSITO

CRESTED BUTTE CATALYSTS LLC
PO BOX 668

CRESTED BUTTE, CO 81224

KEVIN J. SIMONSEN
kjsimonsen@ems-ca.com

MARIO VILLAR
mvillar@nevp.com

ELENA MELLO
emello@sppc.com

TREVOR DILLARD
tdillard@sppc.com

GURCHARAN BAWA
gbawa@cityofpasadena.net

HSI BANG TANG
btang@ci.azusa.ca.us

MICHAEL TEN EYCK
MtenEyck@ci.rancho-cucamonga.ca.us

CASE ADMINISTRATION
Case.Admin@sce.com

KAREN LEE
karen.lee@sce.com

DAVID LLOYD
david.lloyd@nrgenergy.com

MIKE C. TIERNEY
mike.tierney@nrgenergy.com

GREG BASS
GBass@SempraSolutions.com

MICHAEL SHAMES
mshames@ucan.org

KIMBERLY KIENER
kmkiener@cox.net

MARCIE MILNER
marcie.milner@shell.com

MIKE EVANS
michael.evans@shell.com

CENTRAL FILES
CentralFiles@semprautilities.com

PAMELA J. MILLS
pmills@semprautilities.com

RANDY NICHOLSON
RNicholson@Semprautilities.com

CENTRAL FILES

SAN DIEGO GAS AND ELECTRIC
COMPANY
centralfiles@semprautilities.com

JOHN W. LESLIE
jleslie@luce.com

FRED MASON
fmason@ci.banning.ca.us

PETER T. PEARSON
peter.pearson@bves.com



TRACEY DRABANT
traceydrabant@bves.com

JEANNETTE OLKO
jolko@ci.colton.ca.us

LEEANNE UHLER
luhler@riversideca.gov

DAVID X. KOLK
dkolk@compenergy.com

LAWRENCE KOSTRZEWA
Ikostrzewa@edisonmission.com

PHILIP HERRINGTON
pherrington@edisonmission.com

STEPHEN HESS
shess@edisonmission.com

STEPHEN J. SCIORTINO
ssciortino@anaheim.net

JOEL M. HVIDSTEN
hvidstenj@kindermorgan.com

SHAWN COX
shawn_cox@kindermorgan.com

MONA TIERNEY-LLOYD
mtierney-lloyd@enernoc.com

SUE MARA
sue.mara@rtoadvisors.com

DIANE |. FELLMAN
Diane.Fellman@nexteraenergy.com

MANUEL RAMIREZ
mramirez@sfwater.org

NOAH LONG
nlong@nrdc.org

KAREN TERRANOVA
filings@a-klaw.com

RICHARD H. COUNIHAN
rcounihan@enernoc.com

TIM LINDL
tjl@a-klaw.com

VALERIE WINN
vjiw3@pge.com

WILLIAM MITCHELL
will.mitchell@cpv.com

CARMEN BASKETTE
cbaskette@enernoc.com

JANINE L. SCANCARELLI
jscancarelli@flk.com

ROBERT GEX
bobgex@dwt.com

SETH D. HILTON
sdhilton@stoel.com

JUDY PAU
judypau@dwt.com

CALIFORNIA ENERGY MARKETS
cem@newsdata.com

LISA WEINZIMER
lisa_weinzimer@platts.com

CHARLES R. MIDDLEKAUFF
crmd@pge.com

ANDREW L. HARRIS
alho@pge.com

BRIAN K. CHERRY
bkc7@pge.com

CASE COORDINATION
RegRelCPUCCases@pge.com

ED LUCHA
ELL5@pge.com

GRACE LIVINGSTON-NUNLEY
GXL2@pge.com

PATRICIA GIDEON
pcg8@pge.com

SEBASTIEN CSAPO
sscb@pge.com

SHAUN HALVERSON
SEHC@pge.com

SOUMYA SASTRY
svs6@pge.com

DEBRA LLOYD
debra.lloyd@cityofpaloalto.org

ROBIN J. WALTHER, PH.D.
rwalther@pacbell.net

CLAUDIA GREIF
c.greif@comcast.net

KENNETH E. ABREU
k.abreu@sbcglobal.net

BARRY R. FLYNN
brflynn@flynnrci.com

BETH VAUGHAN
beth@beth411.com

KERRY HATTEVIK
kerry.hattevik@nexteraenergy.com

SEAN P. BEATTY
sean.beatty@mirant.com

AUDRA HARTMANN
Audra.Hartmann@Dynegy.com

AVIS KOWALEWSKI
kowalewskia@calpine.com

CRAIG MARTIN
cmartin@calpine.com

MATT BARMACK
barmackm@calpine.com

GARY M. IZING
garyi@enxco.com

MARK J. SMITH
smithmj@calpine.com

WILLIAM H. BOOTH
wbooth@booth-law.com

PHILIPPE AUCLAIR
philha@astound.net

DIRK A. VAN ULDEN
dirk.vanulden@ucop.edu

UNIVERSITY OF CALIFORNIA
john.rolle@ucop.edu

UNIVERSITY OF CALIFORNIA
matthew.stclair@ucop.edu

UNIVERSITY OF CALIFORNIA
george.getgen@ucop.edu

MRW & ASSOCIATES, INC.
mrw@mrwassoc.com

DAVID MARCUS
dmarcus2@sbcglobal.net

REED V. SCHMIDT
rschmidt@bartlewells.com

MATTHEW BARMACK
mbarmack@alum.mit.edu

CARLA PETERMAN
carla.peterman@gmail.com

SHMUEL S. OREN
oren@ieor.berkeley.edu

KEN SIMS
ksims@siliconvalleypower.com

SUSIE BERLIN
sberlin@mccarthylaw.com

THOMAS S KIMBALL
tomk@mid.org

ROGER VAN HOY
rogerv@mid.org

BARBARA R. BARKOVICH
brbarkovich@earthlink.net



DAVID E. MORSE
demorse@omsoft.com

ANNA MCKENNA
amckenna@caiso.com

ANTHONY J. IVANCOVICH
aivancovich@caiso.com

BETH ANN BURNS
bburns@caiso.com

BOB EMMERT
remmert@caiso.com

GRANT A. ROSENBLUM
grosenblum@caiso.com

JACQUELINE DEROSA
jderosa@ces-ltd.com

JOHN GOODIN
jgoodin@caiso.com

KEITH JOHNSON
kjohnson@caiso.com

KEONI ALMEIDA
kalmeida@caiso.com

LORENZO KRISTOV
Lkristov@caiso.com

MELANIE GILLETTE
mgillette@enernoc.com

PHILIP D. PETTINGILL
ppettingill@caiso.com

ROBIN SMUTNY-JONES
rsmutny-jones@caiso.com

SAEED FARROKHPAY
saeed.farrokhpay@ferc.gov

CALIFORNIA ISO
e-recipient@caiso.com

DENINIS DE CUIR
dennis@ddecuir.com

DAVID BRANCHCOMB
david@branchcomb.com

BRIAN THEAKER
brian.theaker@dynegy.com

KENNY SWAIN
kenneth.swain@navigantconsulting.com

KIRBY DUSEL
kdusel@navigantconsulting.com

PAUL D. MAXWELL
pmaxwell@navigantconsulting.com

SCOTT TOMASHEFSKY
scott.tomashefsky@ncpa.com

TONY ZIMMER
Tony.Zimmer@ncpa.com

ED CHANG
edchang@flynnrci.com

GARY DESHAZO
gdeshazo@caiso.com

DAN L. CARROLL
dcarroll@downeybrand.com

JUSTIN C. WYNNE
wynne@braunlegal.com

RYAN BERNARDO
bernardo@braunlegal.com

SCOTT BLAISING
blaising@braunlegal.com

STEVEN KELLY
steven@iepa.com

VICKI E. FERGUSON
ferguson@braunlegal.com

LYNN M. HAUG
Imh@eslawfirm.com

TIMOTHY N. TUTT
ttutt@smud.org

HOLLY B. CRONIN
hcronin@water.ca.gov

MOHAN NIROULA
mniroula@water.ca.gov

KATIE KAPLAN
katie@iesolutionslic.net

KAREN A. LINDH
karen@klindh.com

WILLIAM W. WESTERFIELD IlI

wwester@smud.org

MARK TUCKER

californiadockets@pacificorp.com

DONALD SCHOENBECK
dws@r-c-s-inc.com

GIFFORD JUNG
gifford.jung@powerex.com

FRED MOBASHERI
fmobasheri@aol.com

Andrew Campbell
agc@cpuc.ca.gov

Aram Shumavon
sap@cpuc.ca.gov

Bishu Chatterjee
bbc@cpuc.ca.gov

David Peck
dbp@cpuc.ca.gov

Donald J. Brooks
dbr@cpuc.ca.gov

Donna J. Hines
djh@cpuc.ca.gov

Elizabeth Dorman
edd@cpuc.ca.gov

Elizabeth Stoltzfus
eks@cpuc.ca.gov

Farzad Ghazzagh
fxg@cpuc.ca.gov

Joe Como
joc@cpuc.ca.gov

Kathryn Auriemma
kdw@cpuc.ca.gov

Kevin R. Dudney
kd1@cpuc.ca.gov

Laurence Chaset
lau@cpuc.ca.gov

Mark S. Wetzell
msw@cpuc.ca.gov

Matthew Deal
mjd@cpuc.ca.gov

Melissa Semcer
unc@cpuc.ca.gov

Rahmon Momoh
rmm@cpuc.ca.gov

Robert L. Strauss
rls@cpuc.ca.gov

Simon Baker
seb@cpuc.ca.gov

Sudheer Gokhale
skg@cpuc.ca.gov

Traci Bone
tbo@cpuc.ca.gov

ANNA MCKENNA
amckenna@caiso.com

CONSTANCE PARR LENI
Cleni@energy.state.ca.us

JOHN PACHECO
jpacheco@water.ca.gov

LANA WONG
lwong@energy.state.ca.us

MARC PRYOR
mpryor@energy.state.ca.us



MIKE JASKE
mjaske@energy.state.ca.us

JIM WOODWARD
jwoodwar@energy.state.ca.us

LYNN MARSHALL
Imarshal@energy.state.ca.us

NANCY TRONAAS

CALIFORNIA ENERGY COMMISSION
CALIFORNIA ENERGY COMMISSION
1516 9TH ST. MS-20

SACRAMENTO, CA 95814-5512

CHARLES MEE
cmee@water.ca.gov

IRYNA KWASNY
iryna.kwasny@doj.ca.gov

JACQUELINE GEORGE
jgeorge@water.ca.gov

PUC/X114682.v1



