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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking to Develop .
Additional Methods to Implement the California Rulemakmg 06-02-012
Renewables Portfolio Standard Program. (Filed February 16, 2006)

ADMINISTRATIVE LAW JUDGE’S RULING REQUESTING
POST-WORKSHOP COMMENTS ON IMPLEMENTATION OF SB 1036

1. Request for Post-Workshop Comments

On May 29, 2008, Energy Division staff held a workshop where parties
discussed implementation of Senate Bill (SB) 1036 (Perata), Stats. 2007, ch. 685.
The Commission took some steps on SB 1036 implementation prior to the
workshop, in Resolution E-4160 (April 10, 2008). Other steps were deferred
pending the workshop and party comments.

This ruling requests post-workshop comments on the remaining issues in
implementing SB 1036. Post-workshop comments may be filed and served in
accordance with the instructions in this ruling. Comments must be no longer
than 20 pages, with no more than 10 pages of germane attachments. Reply
comments must be no longer than 15 pages, with no more than 10 pages of
germane attachments. Models, spreadsheets, or complex calculations submitted
with comments must be made available to the service list on a web site or a

compact disk.! Comments must be filed and served on the service list for this

1 If appropriate, a Notice of Availability should be used, in accordance with Rule 1.9 of
the Commission's Rules of Practice and Procedure. Unless otherwise indicated, all

Footnote continued on next page
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proceeding not later than July 2, 2008. Reply comments must be filed and served
not later than July 11, 2008.

2. Guidance for Comments

Energy Division staff has provided suggestions for the structure and
content of post-workshop comments. Commenters may address these subjects
by presenting proposals for implementing SB 1036, or by answering the
questions developed by staff, below, or a combination of these approaches.
Commenters with similar views are encouraged to present joint proposals or
comments.

Comments and proposals should be grounded in the statutory purposes of
the MPR program, as set forth in Pub. Util. Code § 399.11, including;:

e Increasing the diversity, reliability, public health and environmental
benefits of the energy mix;

e Promoting stable electricity prices, protect public health, improve
environmental quality, stimulate sustainable economic development,
create new employment opportunities, and reduce reliance on imported
fuels;

e Ameliorating air quality problems throughout the state and improving
public health by reducing the burning of fossil fuels and the associated
environmental impacts and by reducing in-state fossil fuel
consumption.

subsequent citations to rules refer to the Commission's Rules of Practice and Procedure,
which are codified at Chapter 1, Division 1 of Title 20 of the California Code of
Regulations, and all citations to sections refer to the Public Utilities Code.
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Comments should also refer, as relevant, to documents related to the

Commission’s implementation of SB 1036, especially those related to the

workshop.2

3. Subjects for Comments
I.  SB 1036 Guiding Principles

1. What should be the overarching goals of implementing SB 1036?
For example:

Promote the goals of renewables portfolio standard (RPS)
program.

Support viable least-cost best-fit renewable energy projects.

Develop transparent standards for allocating above-market
funds (AMFs).

Simplify administration of allocating AMFs.

e DPlease identify any additional or other goals; also any of the
above that should not apply. Please explain your choices.

2. Please discuss your priorities for allocating and administering
limited above-market funds and for developing a win-win solution
for implementing SB 1036.

e Are your priorities affected by the fact that once AMFs are
exhausted, the investor-owned utilities (IOUs) are allowed to
limit renewables procurement to resources priced at or below the
market price referent (MPR)?

3. Should all contracts that are eligible for AMFs and approved by the
Commission be required to be applied toward the AMFs cost

2 These documents may be found at
http:/ /www.cpuc.ca.gcov/PUC/energy/electric/ RenewableEnergy /SB1036Implement

ation.html and are incorporated in this ruling by reference.
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limitation? Please include a legal argument based on Pub. Util. Code
§ 399.15(d) and/ or other relevant sources.

4. Based on the above guiding principles and goals, what is your
preferred approach for allocating AMFs, and why? Please describe
the implementation framework for applying your preferred
approach.

- Allocating AMFs to eligible and approved contracts on a first
come, first served basis.

- Allocating AMFs to eligible and approved contracts based on
criteria (to be developed through these comments and Energy
Division staff analysis) to identify projects most likely to
promote RPS program goals (e.g., develop new renewable
infrastructure in California; aid in reaching the 2010 goal).

- Other criteria or methods. Please explain and provide an
example of how they would be applied.

e Would your preferred approach change based on the decision of
whether or not all Commission-approved, AMFs-eligible
contracts must be applied to the cost limitation?

e Should the Commission have discretion to award less than the
requested amount of AMFs to any particular contract?

II. AMFs Eligibility Criteria

SB 1036 includes the following criteria for applying the costs of a
contract to the AMFs cost limitation:

- The contract was selected through a competitive solicitation.
- The contract term is no less than 10 years.

- The project is a new or repowered facility online on or after
January 1, 2005.

- Renewable energy credit purchases are not eligible for AMFs.

- The above-market costs of a contract do not include any
indirect expenses including imbalance energy charges, sale of
excess energy, decreased generation from existing resources,
or transmission upgrades.
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1. How should the Commission quantify the indirect expenses
identified in Criterion #5 and subtract them from the AMFs request?
Please provide a methodology and example for how indirect costs
included in a contract would be subtracted out to determine amount
of AMFs needed for the contract.

2. Please discuss whether the Commission should implement
additional AMFs eligibility criteria (e.g., AMFs should be awarded
only to in-state renewable generation facilities as defined in Pub.
Res. Code § 25471). Please provide any necessary legal and policy
justifications for your suggestion, including for a suggestion that no
additional criteria are needed.

III. Reasonableness Review Standards

Please propose a methodology for the Commission’s review of
above-MPR contracts based on all of the questions below. Be sure to
address all of the following categories of above-MPR contracts in your
proposal:

- Long-term contracts from competitive solicitation that are
eligible for AMFs.

- Contracts from competitive solicitations that are not eligible
for AMFs (e.g., existing facilities, short-term contracts, etc.).

- Bilateral contracts (which are not eligible for AMFs, but may
have above-MPR costs).

- Amended contracts whose price and/or AMF request has
been changed.

1. To what extent should the Commission assess an above-MPR
contract’s project viability?

e Should this assessment be different depending on whether a
contract is eligible for AMFs, is not eligible for AMFs, or would
be eligible for AMFs but AMFs have been exhausted?

e What are the current at/below MPR project viability review
standards? Should these standards be applied to above-MPR
contracts? What alterations, if any, should be made to apply
them to above-MPR contracts?

-5-
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e What contract terms or conditions and project development
milestones should be evaluated to assess a project’s viability? For
example:

- Site control

- Financing

- Permitting

- Resource studies

- Transmission upgrade needs
- Performance obligations

- Other (please specify)

- None

e What weight should be given to each element you think is
appropriate?

e What documentation or analysis should the IOU include in the
advice letter to provide the Commission with sufficient
information to evaluate project’s viability? For example:

- A comprehensive project development timeline showing how
the contractual online date will be achieved.

- A permitting matrix, including: progress towards site control,
status of submitted applications, and any risk(s) associated
with obtaining a permit.

2. What standards should be used in evaluating the reasonableness of
an above-MPR contract price?

e Should the same standards apply to AMF-eligible contracts for
which AMFs are available, and contracts that would be eligible
for AMFs but the IOU has exhausted its AMFs? What changes, if
any, should be made? Please consider and comment on the
following examples:

- IOU’s least-cost best-fit analysis

- Bid supply curves from recent solicitations
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IV.

- Technology-specific bid supply curves from recent
solicitations

- Technology cost curves developed as part of the Renewable
Energy Transmission Initiative (RETI)

- Review of a cash flow model
- Rate impact

- Other

3. Should additional documentation be required for all price reopeners
(whether above or below the MPR) to evaluate the contract price
and/or project viability (e.g., a new independent evaluator report,
comprehensive project development timeline, permitting matrix, list
of project costs, financial models, documentation for price increases,
etc.)?

4. When may a project’s cash flow model be appropriate to review the
price reasonableness of a contract (e.g., for all above-MPR contracts;
bilaterals; price amendments; if they result in a material rate impact
of X%; and/or other)?

Calculating AMFs Requests
1. Choosing the appropriate MPR.

Please discuss whether AMFs should be given to contracts (that are
otherwise AMFs eligible) in the following situations, and propose a
methodology for determining the appropriate MPR to use to
calculate the AMFs need. Also, answer the specific questions
associated with each scenario.

a) A contract is negotiated through a competitive solicitation, but is
executed more than 18 months after the close of the solicitation.
Should this contract:

- Berequired to be bid into the next solicitation.

- Be compared against the most recent MPR; if so, should the
TODs for that MPR also be used.
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- Be considered a bilateral contract, thus not eligible for
AMFs, and compared against the MPR for the year the
contract is signed.

- Other.

b) A Commission-approved project has negotiated an amendment
to the price or another term that affects the contract price or
AMFs request amount.

e Identify the benefits and risks of using a newer MPR to
evaluate this contract.

c) The online date in the contract is not realistic (e.g., permitting is
delayed).

e Discuss whether and how the Commission should make a
determination that the contractual online date is not realistic.

e Propose a methodology for the Commission and IOU to
follow if choosing a new online date and/or amending the
contract are warranted in order to more accurately choose an
MPR and calculate an AMF request.

2. Calculating a contract’s levelized price.

Please discuss whether AMFs should be given to the following types
of contracts (that are otherwise AMFs eligible). Propose
methodologies and provide examples for calculating the levelized
price used to calculate the AMFs needed for each:

a) Contracts with contract prices indexed to a forward energy price.

b) Contracts with contract prices indexed to the Consumer Price
Index.

c) Contracts with contract prices indexed to equipment costs (e.g.,
wind turbines).

d) Contracts that allow for a range of project capacities, capacity
factors or prices depending on the final results of transmission or
resources studies.
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V. AMFs Limit and AMFs Requests Calculation

1. Attachment A contains the handout circulated at the workshop by
Pacific Gas and Electric Company (PG&E) and Southern California
Edison Company (SCE) proposing a joint alternative methodology
for the AMFs Calculator.? Please discuss whether you support the
Commission’s original methodology, the joint proposal, or another
methodology. If you include a different proposal you should
include methodologies for:

a) Calculation of total cost limitation;
b) Calculation of a project-specific AMFs request; and

c) Calculation of IOU’s AMFs balance.

e Please include a modified AMF calculator and a completely
worked-out example for any new proposal.

VI. Administration of AMFs
1. AMFs allocations for Commission-approved contracts.

e Identify a process and timeline for calculating and adopting the
precise AMFs allocations for above-MPR RPS projects that have
already been approved and applied to an IOU’s AMFs cost
limitation.

2. “True-up” process.

e Identify the situations in which an AMFs allocation may need to
be amended.

3 The spreadsheet illustrating this proposal is available at the Commission’s website for
SB 1036 implementation:

http:/ /www.cpuc.ca.gov/PUC/energy/electric/ RenewableEnergy /SB1036Implement
ation.html.
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e Propose a methodology for amending and recalculating a
project’s AMFs allocation. Include actions that must be taken by
the IOU to notify the Commission that a contract term has
changed, actions taken by the Commission to formally change
the AMFs allocation and the timing for each step.

3. Revoking AMFs.
e Identify situations when AMFs should be revoked.
e Propose a methodology for revoking AMFs.

4. RPS Procurement after AMFs are exhausted.

e Propose a methodology for notifying an IOU and other parties
when AMFs are exhausted.

VII. Bilateral Reasonableness Standards

1. Should a cost cap be established for bilateral contracts with above-
MPR costs? If yes, please provide a proposal for what the cap
should be (e.g., total cost cap equal to AMFs, percent of AMFs, based
on a cumulative rate impact analysis, etc.).

2. What is the relevant MPR to use when determining whether or not a
bilateral contract price is reasonable?

3. Contracts from competitive solicitations are required to submit
project-specific Independent Evaluator (IE) reports with advice
letters requesting Commission approval. Should (a) all bilateral
contracts or (b) bilateral contracts above the MPR be reviewed for
project viability and price reasonableness by an IE prior to being
submitted for Commission approval (regardless of whether bilateral
contract is with an IOU affiliate)?

IT IS RULED that:
1. Post-workshop comments of not more than 20 pages (plus no more than

10 pages of germane attachments) and reply comments of not more than 10

-10 -
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pages (plus no more than 10 pages of germane attachments) may be filed and
served in accordance with this ruling.

2. Comments must be filed and served not later than July 2, 2008 on the
service list for this proceeding.

3. Reply comments must be filed and served not later than July 11, 2008.

4. Models, spreadsheets, or complex calculations submitted with comments
or reply comments must be made available on a web site or a compact disk.

Dated June 20, 2008, at San Francisco, California.

/s/ ANNE E. SIMON

Anne E. Simon
Administrative Law Judge

-11 -
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ATTACHMENT A

Text of SB 1036

Public Resources Code Sec. 399.15(d)

The commission shall establish, for each electrical corporation, a
limitation on the total costs expended above the market prices ...to
achieve the annual procurement targets established under this
article.

(1) The cost limitation shall be equal to the amount of funds
transferred to each electrical corporation by the Energy
Commission pursuant to subdivision (b) of Section 25743 of the
Public Resources Code and the 51.5 percent of the funds which
would have been collected through January 1, 2012, from the
customers of the electrical corporation based on the renewable
energy public goods charge in effect as of January 1, 2007.

Spending Fixed $ lllustrative Example

Inflows Outflows Balance

+ $100 -$100 $0 Discount Rate = 0%

- If SB1036 limits AMFs to a specific undiscounted nominal dollar amount,
then a zero discount rate is warranted.

Spending Discounted $
Inflows Outflows Balance

Discount Rate = 5%
- -$80 ’

-If SB1036 does not limit AMFs to a specific undiscounted nominal dollar
amount, then positive discount rates, presumptively the IOUs respective
WACCs, are warranted.

-Discounting extends the life of the virtual fund because most of the outflows
will occur later in time than the inflows.

(END OF ATTACHMENT A)

-12 -
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INFORMATION REGARDING SERVICE

I have provided notification of filing to the electronic mail addresses on the
attached service list.

Upon confirmation of this document’s acceptance for filing, I will cause a
Notice of Availability of the filed document to be served upon the service list to
this proceeding by U.S. mail. The service list I will use to serve the Notice of
Availability of the filed document is current as of today’s date.

Dated June 20, 2008, at San Francisco, California.

/s/ MICHAEL J. OLIVEROS
Michael J. Oliveros
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SAN DIEGO GAS & ELECTRIC CO.
8330 CENTURY PARK, CT

SAN DIEGO CA 92123

(858) 654-1891
jwright@semprautilities.com

For: SAN DIEGO GAS & ELECTRIC

Billy Blattner

Manager Regulatory Relations

SAN DIEGO GAS & ELECTRIC COMPANY
601 VAN NESS AVENUE, SUITE 2060

SAN FRANCISCO CA 94102

(415) 202-9986
wblattner@semprautilities.com

For: SDG&E/SoCal Gas

Despina Niehaus

SAN DIEGO GAS AND ELECTRIC COMPANY
8330 CENTURY PARK COURT, CP32H
SAN DIEGO CA 92123-1530

(858) 654-1714
dniehaus@semprautilities.com

Sandra Rovetti

Manager

SAN FRANCISCO PUC

1155 MARKET STREET, 4TH FLOOR
SAN FRANCISCO CA 94103

(415) 554-3179

srovetti@sfwater.org

Elena Mello

SIERRA PACIFIC POWER COMPANY
6100 NEIL RD.

RENO NV 89511

emello@sppc.com

Trevor Dillard

SIERRA PACIFIC POWER COMPANY
PO BOX 10100

6100 NEIL ROAD, MS S4A50

RENO NV 89520-0024

(775) 834-5823

tdillard@sppc.com
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(619) 696-4350
daking@sempra.com

Yvonne Gross

Regulatory Policy Manager
SEMPRA ENERGY

101 ASH STREET, HQ08C
SAN DIEGO CA 92101
(619) 696-2075
ygross@sempraglobal.com

Thomas P. Corr

SEMPRA ENERGY GLOBAL ENTERPRISES
101 ASH STREET, HQ16C

SAN DIEGO CA 92101

(619) 696-4246

tcorr@sempra.com

Linda Wrazen

SEMPRA ENERGY REGULATORY AFFAIRS
101 ASH STREET, HQ16C

SAN DIEGO CA 92101

(619) 696-4272

Iwrazen@sempraglobal.com

Greg Bass

Director, Retail Commodity Operations
SEMPRA ENERGY SOLUTIONS

401 WEST A STREET, STE 500

SAN DIEGO CA 92101-3017

(619) 684-8199
gbass@semprasolutions.com

Daniel M. Hecht

Associate General Counsel

SEMPRA ENERGY TRADING CORP.
58 COMMERCE ROAD

STANFORD CT 06902

(203) 355-5417
dhecht@sempratrading.com

James B. Woodruff

SOUTHERN CALIFORNIA EDISON COMPANY
2244 WALNUT GROVE AVENUE, SUITE 342, GO1

ROSEMEAD CA 91770
(626) 302-1924

Seth D. Hilton

STOEL RIVES

111 SUTTER ST., SUITE 700
SAN FRANCISSCO CA 94104
(415) 617-8943
sdhilton@stoel.com

Janice Lin
Managing Partner
STRATEGEN CONSULTING LLC
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Marco Lemes

SMUD

6201 S STREET MS B257
SACRAMENTO CA 95817-1899
(916) 732-5871
mlemes@smud.org

Kevin Davies

SOLAR DEVELOPMENT INC.
5420 DOUGLAS BLVD. STE F
GRANITE BAY CA 95746-6253
(916) 543-1060
kevin@solardevelop.com

Frank W. Harris

Regulatory Economist

SOUTHERN CALIFORNIA EDISON
2244 WALNUT GROVE
ROSEMEAD CA 91770

(626) 302-1718
frank.w.harris@sce.com

For: SOUTHERN CALIFORNIA EDISON

Gary L. Allen

SOUTHERN CALIFORNIA EDISON
2244 WALNUT GROVE AVENUE
ROSEMEAD CA 91770

(626) 302-9612

gary.allen@sce.com

Case Administration

SOUTHERN CALIFORNIA EDISON COMPANY

2244 WALNUT GROVE AVENUE
ROSEMEAD CA 91770

(626) 302-4875
case.admin@sce.com

For: SOUTHERN CALIFORNIA EDISON COMPANY

Nina Suetake

Attorney At Law

THE UTILITY REFORM NETWORK
711 VAN NESS AVE,, STE. 350

SAN FRANCISCO CA 94102

(415) 929-8876 X308
nsuetake@turn.org

Robert Finkelstein

MATTHEW FREEDMAN

Attorney At Law

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

(415) 929-8876 X310
bfinkelstein@turn.org
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146 VICENTE ROAD
BERKELEY CA 94705

(510) 665-7811
janice@strategenconsulting.com

Elizabeth Baker

SUMMIT BLUE CONSULTING
1722 14TH STREET, SUITE 230
BOULDER CO 80304

(720) 244-4184
bbaker@summitblue.com

Patricia Thompson

SUMMIT BLUE CONSULTING
2920 CAMINO DIABLO, SUITE 210
WALNUT CREEK CA 94597

(925) 935-0270
pthompson@summitblue.com

Ed Smeloff

Senior Manager

SUNPOWER CORPORATION
1414 HARBOUR WAY SOUTH
RICHMOND CA 94804

(510) 289-9082
ed.smeloff@sunpowercorp.com

Joe Greco

TERRA-GEN POWER LLC

9590 PROTOTYPE COURT, SUITE 200
RENO NV 89521

(775) 850-2245
jgreco@terra-genpower.com

Scott J. Anders
Research/ Administrative Director

UNIVERSITY OF SAN DIEGO SCHOOL OF LAW

5998 ALCALA PARK
SAN DIEGO CA 92110
(619) 260-4589
scottanders@sandiego.edu

Michael Shames
Attorney At Law

UTILITY CONSUMERS' ACTION NETWORK

3100 FIFTH AVENUE, SUITE B
SAN DIEGO CA 92103

(619) 696-6966
mshames@ucan.org

Andrew J. Van Horn

VAN HORN CONSULTING
12 LIND COURT

ORINDA CA 94563

Michel P. Florio

Attorney At Law

THE UTILITY REFORM NETWORK (TURN)
711 VAN NESS AVENUE, SUITE.350

SAN FRANCISCO CA 94102

(415) 929-8876

mflorio@turn.org

Peter V. Allen

THELEN REID BROWN RAYSMAN & STEINER
101 SECOND STREET, SUITE 1800

SAN FRANCISCO CA 94105-3606

(415) 369-7561

pvallen@thelen.com

Ashlee M. Bonds

THELEN REID BROWN RAYSMANG&STEINER LLP
SUITE 1800

101 SECOND STREET

SAN FRANCISCO CA 94105

(415) 369-7788

abonds@thelen.com

David Townley

18 BASSWOOD AVENUE

OAK PARK CA 91377

(818) 416-4745
David.Townley@townleytech.com

Laura Wisland

UNION OF CONCERNED SCIENTISTS
2397 SHATTUCK AVE,, SUITE 203
BERKELEY CA 94704

(510) 809-1567

Iwisland@ucsusa.org

Dan Perkins

WWW . ENERGYSMARTHOMES.NET
983 PHILLIPS ST.

VISTA CA 92083

(760) 639-0945
dan@energysmarthomes.net
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(925) 254-3358
andy.vanhorn@vhcenergy.com

Christopher O'Brien

Sharp Solar

VP STRATEGY AND GOVERNMENT RELATIONS
3808 ALTON PLACE NW

WASHINGTON DC 20016

(202) 486-3427

obrienc@sharpsec.com

For: SHARP SOLAR SYSTEMS DIVISION

Robin J. Walther

1380 OAK CREEK DRIVE, NO. 316
PALO ALTO CA 94304-2016

(650) 793-7445
rwalther@pacbell.net

Keith White

312 KELLER ST
PETALUMA CA 94952
keithwhite@earthlink.net

Sheridan J. Pauker

WILSON SONSINI GOODRICH & ROSATI
SPEAR TOWER, SUITE 3300

ONE MARKET ST

SAN FRANCISCO CA 94105

(415) 947-2136

spauker@wsgr.com
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