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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking to Develop Rulemaking 06-02-012
Additional Methods to Implement the (Filed February 16, 2006)
California Renewables Portfolio Standard
Program.
Order Instituting Rulemaking to Continue Rulemaking 08-08-009
Implementation and Administration of the (Filed August 21, 2008)
California Renewables Portfolio Standard
Program.

REPLY COMMENTS OF

LS POWER ASSOCIATES, L.P.

In accordance with the established schedule, LS Power Associates, L.P. (LS Power)
hereby submits its reply to other parties’ post-workshop comments.

The opening comments of several parties attempt to downplay the significance of firm
transmission for the purpose of determining what constitutes a “bundled transaction.” At the
outset, LS Power would like to emphasize again that its position is not that transactions
employing firm transmission arrangements are the only ones eligible for bundled transaction
status. To the contrary, LS Power believes that there are a number of different types of
arrangements which should qualify as bundled transactions. However, at the present time, LS
Power submits that transactions using firm transmission to deliver renewable energy to
California in real-time present the clearest case to be added to the bundled transaction category.
Other types of arrangements appear to require further evaluation before the Commission can

determine if they should be added as well.



In its comments, PG&E makes the following statement:'

It is important for the CPUC to recognize that firm transmission is
not relevant for power imports into the CAISO-controlled grid,
which applies to the majority of renewable energy imports for
California’s investor-owned utilities (“IOUs”). This is because all
imports must competitively bid supply at the interties, and only the
lowest price offers are accepted for scheduling by the CAISO,
regardless of transmission quality, dynamic transfer or firming and
shaping arrangements. The CAISO does not place a scheduling
priority for energy delivered via firm vs. non-firm transmission.

SCE makes a similar but somewhat more complete observation:”

There are no firm transmission rights into the CAISO. Such
transmission rights, firm or non-firm, do not exist. Instead, the
importing entity (usually the LSE) submits an “economic bid” into
the MRTU Day-Ahead Market with the intent for that economic
bid to “clear,” meaning that the schedule would be accepted into
the CAISO control area and, ultimately, delivered to a California
load as its final “sink.” If the economic bid does not clear the
market, the schedule is precluded from being imported. An LSE
can increase the likelihood of a schedule clearing by submitting a
“self-supply” schedule in lieu of the economic bid, but that means
the entity would be a price taker (i.e., the self supply schedule
would clear at the market clearing price) even if the market
clearing congestion price is extremely high.

The comments of both PG&E and SCE goes to the issue of CAISO scheduling and lack
of “firm transmission” within the CAISO. The SCE comments paint a more accurate picture of
the CAISO market design by noting that it is usually the LSE’s responsibility to schedule the
imports and that a “self-supply” schedule increases the likelihood that the schedule will clear but
may be subject to the market clearing congestion price. Of course, the LSEs have the means to

mitigate congestion risk through the use of Congestion Revenue Rights which are allocated to

LSEs.

'"PG&E Comments at 8.
2 SCE Comments at 9.



The above-quoted commentary of PG&E and SCE really goes to a CAISO scheduling
issue and does not address the primary issue under discussion at the workshop, i.e., the use of
firm transmission to deliver renewable energy from locations outside of California to a
California BAA. LS Power believes that the salient issue is that firm transmission can be used to
ensure that renewable energy is actually delivered to a CAISO scheduling point. Without firm
transmission arrangements, there will be considerably less certainty that the renewable energy
can actually be delivered to the CAISO and be available for scheduling on the CAISO system.
The issue of whether or not an IOU’s bid for that energy gets picked up by the CAISO market
mechanisms is a matter of market design, bid strategies, and other factors which are clearly
distinct from ensuring that the energy is delivered and available at the CAISO border. In short,
whether the renewable energy is scheduled for delivery on the CAISO is in the hands of the
LSEs once they have taken delivery of the energy.

As we have previously stated, LS Power believes that a PPA for renewable energy which
is accompanied by a firm transmission arrangement that matches the term of the PPA provides
greater certainty of delivery to the CAISO than shorter-term firm arrangements. Long-term firm
transmission arrangements are the means by which the energy can be reliably delivered for the
life of the contract. In contrast, arrangements which rely on hourly, daily, or monthly firm or
non-firm transmission cannot predict the availability of transmission service beyond the term of
their reservation. Thus, short-term transmission reservations provide no assurance that energy
from a long-term PPA can be reliably delivered for the term of the PPA. It also bear emphasis
that deliveries under a PPA backed with a long-term firm transmission arrangement are far easier

to verify than a PPA supported by a series of short-term transmission arrangements.



Therefore, and for the additional reasons set forth in its opening comments, LS Power
respectfully requests that the Commission include transactions which provide for the delivery of
renewable energy to a scheduling point of a California BAA via firm transmission arrangements
be included in the category of bundled transactions.
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I am an attorney representing the LS Power Associates, L.P. and am authorized to make
this verification on its behalf. I have read the foregoing “Reply Comments of LS Power
Associates, L.P.,” and am informed and believe that the matters stated therein are true.

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

Executed this 12" day of May, 2010 at Washington, D.C.
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