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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Order Instituting Investigation on the
Commission’s Own Motion to actively promote Investigation 08-03-010
the development of transmission infrastructure to (Filed March 13, 2008)
provide access to renewable energy resources for
California.

Order Instituting Rulemaking on the

Commission’s Own Motion to actively promote Rulemaking 08-03-009
the development of transmission infrastructure to (Filed March 13, 2008)
provide access to renewable energy resources for

California.

ADMINISTRATIVE LAW JUDGE’S RULING
SCHEDULING A PREHEARING CONFERENCE AND WORKSHOP

1. Introduction

This ruling schedules a prehearing conference (PHC) in the captioned
proceedings for Thursday, February 26, 2009, at 10:00 a.m., at the Commission’s
Auditorium, State Office Building, 505 Van Ness Avenue, San Francisco,

CA 94102, to be followed by an unreported workshop on how to use the results
of the studies promulgated by the California Renewable Energy Transmission
Initiative (RETI) in Commission proceedings, including whether and how to
establish cost-recovery mechanisms for the Investor-Owned Ultilities (IOUs) to
study transmission projects to serve renewable resource-rich areas in California
and whether and how to establish a rebuttable presumption of need for

transmission projects identified as needed through the RETI process. This ruling
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also allows PHC statements and pre-workshop comments to be received by

Monday, February 23, 2009.

2. Background

The Commission initiated this Order Instituting Investigation (OII) and
Rulemaking (OIR), to consider how to improve transmission access to renewable
energy generation through additional streamlining of existing regulatory
processes, and to serve as a forum for addressing issues identified in RETI that
may require Commission investigation or formal decision.

This OII/OIR builds upon and is coordinated with the progress made in
Investigation (I.) 05-09-005, our prior proceeding devoted to promoting the
development of transmission infrastructure to renewable resource areas, as well
as other transmission and renewable-related proceedings, including, without

limitation, 1.00-11-001, Rulemaking (R.) 04-04-026, R.06-02-012, and R.06-05-027.

1 That proceeding resulted in several important advances, including: adoption of a
backstop cost recovery mechanism for renewable resource transmission projects; permit
streamlining directives issued by the Commission’s Executive Director on July 13, 2006;
increased internal coordination leading to the tracking of the transmission status of each
Renewable Portfolio Standard project; and identification of certain kinds of
transmission system upgrades that do not require formal Commission approval to
facilitate delivery of renewable resources. The Investigation also provided the
framework for the Commission to work with the California Independent System
Operator Corporation (CAISO) to gain approval from the Federal Energy Regulatory
Commission on April 19, 2007 for the CAISO to establish a wholesale rate financing
mechanism in its tariff to encourage proactive development of renewable transmission
projects.



1.08-03-010, R.08-03-009 VSK/amt

The aggressive renewable energy procurement targets established by
California’s Renewables Portfolio Standard (RPS) legislation,2 and proposed to
be increase to 33% RPS by 2020 in the Governor’s Executive Order S-14-08 issued
on November 17, 2008, make adequate transmission for renewable energy an
issue of critical importance.?

The Commission envisions a collaborative approach in this OII/OIR. Like
1.05-09-005, this Investigation and Rulemaking will not be business as usual. To

the extent available to us, we will rely on filed comments and workshops.

2.1. Procedural History

The Commission initiated the present proceedings on March 17, 2008.
Timely comments were received by the Commission’s Division of Ratepayer
Advocates (DRA); the California Wind Energy Association and Concentrated
Solar Power Companies; the Center for Energy Efficiency and Renewable
Technologies (CEERT); the Green Power Institute; Pacific Gas and Electric
Company; PacifiCorp; Southern California Edison Company; and San Diego
Gas & Electric Company.

On May 28, 2008, DRA filed a motion to supplement the record by
including two quantitative analyses created under the auspices of the

Transmission Research Program of the Public Interest Energy Research (PIER)

2 SB 1078 established an RPS of 20% by 2017. The Energy Action Plan, adopted by the
Commission and the California Energy Commission (CEC) in May 2003, accelerated the
completion date to 2010. SB 107, passed in 2006, codified that policy.

3 The Executive Order also identifies RETI as a forum to identify and facilitate such
transmission.
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Program of the California Energy Commission (CEC) related to the strategic

benefits of transmission planning. No objections were filed to this request.

3. Prehearing Conference
A PHC will be held at 10:00 a.m., on Thursday, February 26, 2009, at the

Commission’s Auditorium, State Office Building, 505 Van Ness Avenue, San
Francisco, CA 94102 to: (1) accept appearances and establish the permanent
service list; (2) discuss the issues to be included in the scoping memo for the
proceedings; (3) discuss the schedule for the proceedings; and (4) discuss any
additional procedural matters relevant to the proceedings.

A webcast of both the PHC and the following workshop may be provided,
and a telephone bridge may be established for the workshop. However, due to
technical constraints and the need for a clear reported transcript, the ALJ will not
permit telephonic participation in the PHC.

In order to assist the parties in preparing for the PHC, I propose that the
key issues identified in the OIl/OIR be addressed as described below. However,
any and all issues specifically identified in the OII/OIR will be included in the

Scoping Memo and are within the scope of the proceedings.

3.1. The Renewable Energy Transmission Initiative and Long-Term
Energy Procurement Processes

Despite the successes of 1.05-09-005 and earlier Commission proceedings,
work remains to be done to meet California’s ambitious renewable energy goals.
The Commission initiated the formation of RETT in the summer of 2007 to create

a statewide focus on these goals. RETI is a collaborative study effort among

4 Although it is Commission practice to name such conferences PHCs, no evidentiary
hearing is anticipated in these proceedings.
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California stakeholders seeking to develop renewable generation and associated
transmission.> Among other things, RETI is identifying the “competitive
renewable energy zones” (CREZs) that it determines can be developed in the
most cost-effective and environmentally benign manner. RETT’s work is well
underway, with a final resource assessment issued on January 5, 2009.¢ The
Commission must now decide how to use the results of the RETI process in
considering transmission approval processes.

In addition, the Commission’s Long-Term Procurement Plan (LTPP)
proceeding’ seek to identify and prioritize energy resources to meet the state’s
energy needs, RPS goals, and other policy objectives. However, there is no
formal mechanism for consideration of these prioritized portfolios in the
Commission’s transmission approval processes, beyond the expectation that
“these policy decisions are incorporated into the CAISO transmission planning
process. We intend to address potential approaches to integration of the outputs
of these processes in two sets of workshops.

The first workshop will take place immediately following the PHC on
February 26, 2009, as described in further detail below. This workshop will focus

on how to promote cost recovery for IOUs in planning new transmission projects

5 The RETI effort is overseen by a Coordinating Committee composed of the
Commission, the CEC, the CAISO, the Southern California Public Power Authority, the
Northern California Power Agency, and the Sacramento Municipal Utility District. The
Stakeholder Steering Committee is comprised of investor-owned utilities, publicly-
owned utilities, renewable developers, federal land use agencies, environmental
organizations, consumer organizations, local government organizations, and others.

6 This report is available at http:/ /www.energy.ca.gov/reti/documents/index.html.

7 The currently active proceeding is R.08-02-007.



1.08-03-010, R.08-03-009 VSK/amt

to serve priority CREZs. The goal is to encourage IOUs to begin immediate
planning for transmission projects that would serve the most promising CREZs,
with some level of assurance that they will recover the costs for such planning.
We will also consider what types of preliminary assumptions are appropriate to
make regarding these promising CREZs, as discussed further below.

The second set of workshops will address other issues regarding how to
incorporate the output of the RETI and LTPP processes in proceedings for
individual applications for transmission Certificates of Public Convenience and
Necessity (CPCNs). These workshops shall also consider questions related to
backstop cost recovery pursuant to Pub. Util. Code § 399.25. These workshops
shall be discussed in further detail in the Scoping Memo and/or a separate

notice.

3.2. Backstop Cost Recovery

This proceeding will also consider questions related to the application of
Pub. Util. Code § 399.25 to backstop cost recovery. We will be considering not
only which projects are eligible for backstop cost recovery, but also which costs
incurred shall be eligible for such cost recovery. These questions shall be
considered in the workshops along with issues related to RETI and LTPP

integration with transmission CPCN applications.

3.3. Obligation to Study Demand Side Resources Pursuant to
Pub. Util. Code § 1002.3

Pursuant to California Pub. Util. Code § 1002.3,8 the Commission is

required to consider “cost-effective” alternatives to transmission facilities,

8 All future statutory references shall be to the California Public Utilities Code unless
specifically stated otherwise.



1.08-03-010, R.08-03-009 VSK/amt

including specific demand-side alternatives. We will consider in these
proceedings how to accomplish compliance with Section 1002.3 consistent with
California’s RPS goals and the associated need for additional renewable
transmission, and the process by which the Commission should comply with
Section 1002.3 going forward.

The Commission seeks input on whether it is appropriate to continue
addressing Section 1002.3 provisions solely in the environmental phase of our
review of transmission lines, and what factors need to be taken into
consideration to meet the statutory requirements.

Because alternatives to transmission are considered in the LTPP process,
this question will be considered in the workshops related to RETT and LTPP
planning integration.

3.4. Streamlining the Commission Transmission Permitting Process

The Commission’s Energy Division Transmission Staff (Transmission
Staff) continually seek to improve and streamline the Commission’s transmission
siting review processes. Toward that end, Transmission Staff has planned a
number of public workshops that would impact both renewable and
reliability-based projects. Those workshops will be noticed to the service list in
this proceeding, and any proposals arising from those workshops that require
Commission action may be considered in this proceeding.?

One workshop, related to mitigation measures in environmental

documents, was held on September 3, 2008. On December 31, 2008, the Energy

9 Most changes to the Commission’s transmission siting review process are made
without formal process, either by Transmission Staff or the Commission’s Executive
Director.
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Division issued a report on that workshop as well as recommended streamlining
guidelines for use by applicants for transmission projects. These guidelines are
intended to address how the mitigation measure development process can be
more effectively coordinated with applicants and consultants; the respective
roles and responsibilities of the Commission and resource agencies in developing
mitigation measures; and field implementation procedures to ensure that
measures both protect the environment and afford applicants maximum
flexibility during project construction.

A workshop on the use of new technologies in transmission projects was
held on January 22, 2009, at the Commission’s offices in San Francisco. Further

workshops may be held.

3.5. Strategic Benefits of Transmission
As noted above, DRA has introduced testimony related to the strategic

benefits of transmission. Parties will be given an opportunity at the PHC to
discuss the relevance of this testimony and how to consider such issues in these

proceedings.

3.6. Integration of Renewable Resources

CEERT has requested workshops related to integration of renewable
resources, and in particular, the impact of CAISO policies and practices on
integration of renewable resources onto the grid. Parties will be given an
opportunity at the PHC to discuss whether these are the appropriate proceedings
to address these questions, and if so, how these proceedings should address

them.

4. Prehearing Conference Statements

Parties are welcome, but not required, to serve prehearing conference

and/or workshop statements by Monday, February 23, 2009, related to any of the

-8-
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matters to be considered at the PHC. Parties are discouraged from using these
statements to merely repeat the arguments of their initial comments.

Parties are reminded that all filings and service in these proceedings may
be made electronically according to Resolution ALJ-188 and served consistent
with Rule 1.10. Consistent with those rules, a hard copy of all pleadings shall be
concurrently served on the assigned Commissioner and Administrative Law
Judge (ALJ).

5. Establishment of the Service List

The OII/OIR specified a process for interested parties to seek to be added
to the temporary service list. Nevertheless, we have continued to use a broader
service list in this proceeding to encourage greater participation.

The ALJ will establish a final service list shortly after the PHC which will
only include those who have: (1) complied with the instructions in the OIl/OIR;
(2) entered a formal appearance at the PHC; or (3) have specifically requested
addition to the service list as described herein. This final service list will most
likely be significantly reduced in size from the temporary service list.

Therefore, anyone interested in inclusion in the final service list should

either attend the PHC or inform the Commission’s Process Office at

process_office@cpuc.ca.gov by Monday, February 23, 2009, of their interest in
participation, providing their name, organization represented if appropriate,
address, telephone number, e-mail address, and whether they request to be
added as a party, state service or information only. Requests for party status
must include a description of the nature of the expected participation. The

granting of party status shall be made by the AL]J.
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6. February 26, 2009 Workshop
The unreported February 26, 2009 workshop shall begin in the

Commission’s Auditorium shortly after the conclusion of the PHC, and therefore
does not have a set start time.10

The workshop shall address whether the output of the RETI process can be
used to support cost recovery for IOUs in planning new transmission projects to
serve those CREZs most likely to yield renewable resources. More specifically,

the workshop will consider questions such as:

e To what extent can the Commission grant a rebuttable presumption of
need to transmission projects serving high priority CREZs?

e To what extent can or should the Commission grant blanket approval
for recovery of costs for work performed for transmission projects
serving high priority CREZs?

o If the Commission grants such approval, which costs should
be recovered?

e Whatis a high priority CREZ or transmission project for purposes of a
potential rebuttable presumption or backstop cost recovery? Who
should determine whether a particular CREZ or “RETI-identified”
transmission project is high priority, and using what criteria?

o Should the RETI Stakeholder Steering Committee make a
recommendation?

o Does the Commission need to make a separate determination?

o Should the Commission specify in these or other proceedings
which CREZs each IOU should study for interconnection or
should the selection be initiated by each IOU, or worked out,

10 The workshop will be unreported, i.e., an official transcript shall not be made, it is
anticipated that the workshop may be webcast, and therefore an electronic recording
may be temporarily available to the public.

-10 -
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in coordination with publicly-owned utilities (POUs), through
the RETI process?

o If the selection is initiated by the IOUs, should each IOU
identify which CREZ(s) or RETI-identified transmission
projects it wishes to study by means of an advice letter filing
or by application?

e Final plans of service for transmission project developed in RETI may
evolve during the CAISO’s transmission planning process, or joint
ISO-POU planning processes. Will the Commission need to determine
whether the final plan of service is substantially identical to the project
prioritized through the RETI stakeholder process, and if so, how
should that be accomplished?

e Current statutes set the RPS goals at 20% by 2010, but Executive Order
S-14-008 set a new target of 33% by 2020. Do these current statutes
create impediments to meeting the 33% target, and if so, what
mechanisms can the Commission adopt to ensure that progress can be
maintained towards meeting that target within present authority?

o Among other things, can Section 399.25 backstop cost
recovery be granted for projects needed to meet the 33% RPS
goal?

o If not, how might the Commission provide backstop cost
recovery for priority RETI projects?

Parties are encouraged to serve statements regarding the topics of this
workshop by Monday, February 23, 2009. These statements will assist Staff in
developing the final agenda for the workshop.

It is anticipated that the AL]J shall issue a ruling shortly after the
February 26 workshop seeking comment on specific proposals or questions
based upon the discussions in the workshop. To the extent Commission action is
required, a proposed decision may follow as a result of those comments.

Any questions related to the logistics of the workshop should be directed
to Anne Gillette at (415) 703-5219 or by e-mail at aeg@cpuc.ca.gov.

Therefore, IT IS RULED that:

-11 -
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1. A prehearing conference (PHC) is scheduled for Thursday,

February 26, 2009, 10:00 a.m., at the Commission’s Auditorium, State Office
Building, 505 Van Ness Avenue, San Francisco, CA 94102.

2. Parties attending the PHC should be prepared to make appearances, if
necessary, and to discuss the scope and schedule of the proceedings and any
other matters described herein. No requests to participate telephonically will be
entertained.

3. Anyone interested in addition to the permanent service list should either
enter an appearance at the PHC or inform the Commission’s Process Office at

process_office@cpuc.ca.gov by Monday, February 23, 2009, of their interest in

participation, providing their name, organization represented if appropriate,
address, telephone number, e-mail address, and whether they request to be
added as a party, state service, or information only. Requests for party status
must include a description of the nature of the expected participation.

4. Parties may serve PHC and workshop statements by Monday, February 23,
2009. Parties serving documents in this proceeding shall comply with Rule 1.10
regarding electronic service. Any documents served on the assigned
Commissioner and Administrative Law Judge shall be both by e-mail and by
delivery or mailing a paper format copy of the document.

5. An unreported workshop is scheduled for Thursday, February 26, 2009, at
the Commission’s Auditorium in San Francisco, to follow the PHC.

Dated February 5, 2009, at San Francisco, California.

/s/ VICTORIA S. KOLAKOWSKI
Victoria S. Kolakowski
Administrative Law Judge

-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 February 5, 2009, at San Francisco, California.

/s/ ANNA TOY
Anna Toy
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