Appendix D: Responses to the Comments on the Draft Transmittal Report
Comments on the Draft Transmittal Report were filed by PG&E, SCE, Sempra Energy Utilities/ SDG&E, NRDC, Duke Energy North America, CAC/EPUC, and Constellation. The Energy Commission’s responses to these comments are provided below. The comment letters themselves are included as Appendix C, and have been coded to correspond to the comment numbers listed in the responses here.
	Comment number
	Response

	Pacific Gas & Electric

	PG&E-1
	The Transmittal Report is intended to identify the range of need that the IOUs will need to address in the upcoming 2006 procurement proceeding. As such, the emphasis in the tables and graphs presented in the report is on the degree to which each of the IOUs has direct or contractual control of resources needed to meet the load from their bundled service customers, rather than on the physical supply/demand balance for regions within the state. The final report has been edited to make that clear in the text, tables, and graphs. 



	PG&E-2
	President Peevey’s September 2004 assigned commissioner ruling, adopted by the CPUC in D.04-12-048, states in Appendix A: “CEC’s 2005 Integrated Energy Policy Report (“IEPR”) process will estimate need for resource additions, evaluate policies and recommend appropriate resource strategies for the state to meet forecasted load on a biennial basis.” Based on this direction, the Energy Commission has included in the Transmittal Report those policy recommendations most relevant to the upcoming procurement proceeding and related CPUC proceedings. 



	PG&E-3
	The assessment of resource needs presented in the Transmittal Report is intended identify the contractual needs of the IOUs, while the allegedly contradictory analyses mentioned in this comment were intended to provide an understanding of the physical supply/demand balance on a regional basis. It is also worth noting that those earlier staff assessments of physical needs were predicated in part on the continued operation of most of the aging power plants that the Energy Commission is recommending being retired by 2012. 



	PG&E-4
	The tables and graphs in the Transmittal Report have been revised to make more clear that the resource needs being described are the contractual needs of the IOUs. PG&E is incorrect in characterizing this assessment as representing the contractual needs for the LSEs in the IOU planning area. The data presented in the energy and capacity tables is, to the maximum extent possible, IOU specific. One exception to this is the data on the capacity of renewable contracts and other bilateral contracts, which the IOUs have sued the Energy Commission to keep confidential at the IOU-specific level. The Draft Transmittal Report used planning area data from the Aggregated Tables Report for these two categories, while the final Transmittal Report has subtracted the publicly owned utility share of those categories, leaving distribution service territory level data. The other exception is the uncommitted energy efficiency and uncommitted demand response resources included in the preferred resource category. The Energy Commission has based this data on the adopted CPUC goals in these areas, which are set at the distribution service territory level.



	PG&E-5
	As noted in the Draft Transmittal Report, the Energy Commission recognizes the need to update the tables next year to reflect resource additions. Additional notes have been added to the Appendix B tables to ensure that a reader focusing only on the tables understands the resources shown are based on filings prepared in early 2005. 



	PG&E-6
	As discussed above, the tables are not intended to reflect regional supply and demand, but are IOU-specific to the extent possible and contractually oriented. 



	PG&E-7
	The Energy Report recommends action to ensure their retirement or replacement by 2012, and the Transmittal Report has been drafted with the assumption that this policy recommendation will be implemented. 



	PG&E-8
	The Energy Report recommends that utility planning and procurement cease reliance on these plants by 2012, and the Transmittal Report has been revised to clarify that this recommendation is not intended to force the IOUs to procure capacity beyond a 15 to 17 percent reserve margin. The Energy Report explains why the continued reliance on these plants is not in the economic interest of utility customers and it would be imprudent for the IOUs to contract with the aging units beyond 2012. 



	PG&E-9
	The Energy Commission does not believe it desirable to complicate the 2006 procurement proceeding for the relatively marginal improvement to the demand forecast for 2009 through 2016 that would be achieved through calibrating to 2005 actual demand, when the entire forecast will be updated in 2007 in the next cycle. As noted in the Draft Transmittal Report, the Energy Commission does recognize that the nearer term portion of the demand forecast is likely to require updating, which should be done in a manner consistent with the CPUC resource adequacy proceeding. 



	PG&E-10
	The resource plans provided by the IOUs treated uncommitted energy efficiency programs inconsistently. In the Transmittal Report, the Energy Commission is following the general accounting convention that was developed for presenting the summer supply/demand balances to the meetings of the Energy Action Plan agencies. PG&E is correct that the tables in the Draft Transmittal Report failed to account for the effect of future demand response and energy efficiency programs on the reserve margin. The final tables have added 15 percent to the capacity of these programs to reflect the reduction in needed reserves when the programs are implemented and reduce future demand. 



	PG&E-11
	Section 3.1.2 of the Transmittal Report focuses on combined heat and power (CHP) resources, and the recommendations included at the end of this section are those relating to CHP from the executive summary of the Energy Report. While the section does begin by noting the preference for renewable and distributed generation resources stated in the Energy Action Plan, it does distinguish CHP from other DG resources in a footnote at the beginning of the section.



	PG&E-12
	The Energy Commission recognizes the importance of cost/benefit methodologies in evaluating CHP resources. For example, the Energy Report states, “These mechanisms [to ensure that existing CHP systems retain their baseload positions in IOU portfolios] should rely upon cost/benefit methodologies being developed in CPUC Proceeding R.04-03-107 to make sure that California builds projects that provide the greatest societal benefit.” (Energy Report, p. 78) 



	PG&E-13
	As noted in the Draft Transmittal Report, that report reflected the policies in the Draft Energy Report and did not reflect any comments on the Draft Energy Report. Those comments were reviewed and considered in preparation of the final Energy Report. The final Transmittal Report reflects the final Energy Report policy recommendations. 



	PG&E-14
	The Transmittal Report reflects the Energy Report’s recommendations to the CPUC on various CHP issues. The Energy Commission believes that these recommendations can be implemented by the CPUC. 



	PG&E-15
	The Energy Commission considered PG&E’s comments on the Draft Energy Report, including those relating to CHP. The Transmittal Report reflects the final Energy Report recommendations to the CPUC. The Energy Commission is confident that PG&E will continue to present its views of these issues in the relevant CPUC proceedings. 



	PG&E-16
	The potential CHP resources are not, in general, owned by merchant generators and are not dispatchable resources. As such, the Energy Commission does not believe that it makes sense to force the industrial owners of these facilities to compete in RFOs designed for merchant-owned, dispatchable resources.



	PG&E-17
	Tables 3 and 4, which explain the sources and relationships of the entries in the Appendix B tables, have been repeated in the appendix to assist readers focusing primarily on the tables. The discussion of how the Energy Commission expects the numbers to be used and updated during the 2006 procurement proceeding has also been repeated in Appendix B for the same reason.

 

	PG&E-18
	The table has been revised, as have the graphs that were initially prepared for the November 4, 2005, hearing. The tables and graphs now show the aging plant replacement line at the bottom.



	PG&E-19
	As discussed in response to comment 4, these are not planning area tables. They are IOU-specific to the extent possible. 



	Southern California Edison

	SCE-1
	President Peevey’s September 2004 assigned commissioner ruling, adopted by the CPUC in D.04-12-048, states in Appendix A: “CEC’s 2005 Integrated Energy Policy Report (“IEPR”) process will estimate need for resource additions, evaluate policies and recommend appropriate resource strategies for the state to meet forecasted load on a biennial basis.” Based on this direction, the Energy Commission has included in the Transmittal Report those policy recommendations most relevant to the upcoming procurement proceeding and related CPUC proceedings. 



	SCE-2
	An attack on the fundamental modeling practices of staff should have been aired when the Staff Draft Forecast, the Methods Report, and the Comparison Report were published in June. The Committee offered (for the first of three times) the opportunity for cross-examination on the use of models at the June 30, 2005, hearing on these reports. SCE did not request cross examination of staff in its modeling techniques. SCE did not submit written comments on the Staff Draft Forecast, the 200-page Methods Report, or the Comparison Report. SCE’s power point presentation at the June 30 hearing did not question staff’s methodology beyond noting that staff and SCE have fundamentally different modeling approaches, and that staff’s approach has significantly more assumptions built into it. (6/30/05 TR at pp. 76-77) The SCE presentation noted that the differences between the forecasts were “small at about 3% in peak demand in 2016.” (June 30 hearing, SCE presentation, slide 2) 

As for the specific technical concerns noted in these comments, SCE and other parties were offered the opportunity to cross examine staff on their use of models in the preparation of the demand forecast at the June 30, 2005, hearing noted above; at the October 7, 2005 hearing on the Revised Staff Forecast and the Draft Energy Report; and at the November 4, 2005, hearing on the Draft Transmittal Report. The Energy Commission, based on the extensive record it has developed over the last year, is adopting the revised staff forecast. 

The Energy Commission notes that in September 2004, and March 2005, President Peevey advised all parties in R.04-04-003 that the CPUC was looking to the 2005 Energy Report proceeding for assessment of load forecasts and resource plans. “The CPUC will not provide an additional opportunity for parties to re-examine IEPR determinations during its 2006 procurement proceedings. Parties will not be permitted to present evidence, testimony, or argument that they presented, or could have presented, in the CEC’s IEPR proceeding.” (March 2005 ACR, p. 5) In case SCE claims that its concerns about staff’s demand forecast methodology falls into the exceptions noted in the ACR for “(i) material new information that could not reasonably have been considered by the CEC during the 2005 IEPR, or (ii) materially changed circumstances,” (March 2005 ACR, pp. 5-6) the Energy Commission notes that, according to their comments, SCE has had the basic concerns expressed in this comment since the Common Forecast Methodology process was conducted between the early 1980s and 1996. 



	SCE-3
	The resource plans provided by the IOUs treated uncommitted energy efficiency programs inconsistently. In the Transmittal Report, the Energy Commission is following the general accounting convention that was developed for presenting the summer supply/demand balances to the meetings of the Energy Action Plan agencies. 



	SCE-4
	Comment noted. 



	SCE-5
	The tables in the Draft Transmittal Report failed to account for the effect of future demand response and energy efficiency programs on the reserve margin. The final tables have added 15 percent to the capacity of these programs to reflect the reduction in needed reserves when the programs are implemented and reduce future demand.



	SCE-6
	The data presented in the energy and capacity tables is, to the maximum extent possible, IOU specific. One exception to this is the data on the capacity of renewable contracts and other bilateral contracts, which the IOUs have sued the Energy Commission to keep confidential at the IOU-specific level. The Draft Transmittal Report used planning area data from the Aggregated Tables Report for these two categories, while the final Transmittal Report has subtracted the publicly owned utility share of those categories, leaving distribution service territory level data. The other exception is the uncommitted energy efficiency and uncommitted demand response resources included in the preferred resource category. The Energy Commission has based this data on the adopted CPUC goals in these areas, which are set at the distribution service territory level.



	SCE-7
	The text and tables have been revised to clarify the intent of including the aging plant replacement energy and capacity data. 



	SCE-8
	While some recent progress has been made in signing long-term contracts for renewables, the Energy Commission remains concerned at the slow pace overall. The Energy Commission also notes the ‘rebuttable presumption’ in favor of renewable resources adopted by the CPUC in D.04-12-048, and hopes to see many more long-term renewables contracts resulting from IOU procurement activities as a result. 



	SCE-9
	President Peevey’s September 2004 assigned commissioner ruling, adopted by the CPUC in D.04-12-048, states in Appendix A: “CEC’s 2005 Integrated Energy Policy Report (“IEPR”) process will estimate need for resource additions, evaluate policies and recommend appropriate resource strategies for the state to meet forecasted load on a biennial basis.” Based on this direction, the Energy Commission has included in the Transmittal Report those policy recommendations most relevant to the upcoming procurement proceeding and related CPUC proceedings. 



	SCE-10
	The transmission recommendations included in the report focused on near-term projects. The Energy Commission agrees that longer term transmission needs must be addressed to fully tap the state’s renewable resource potential. 



	Sempra Energy Utilities/ San Diego Gas & Electric

	Sempra-1
	The Energy Commission believes that goals established in state law or policy need to be taken seriously. While some flexibility may at times be necessary, the state’s established goals should not be treated as options.



	Sempra-2
	The Energy Commission understands that the goals as established in the CPUC energy efficiency proceeding did not have a clearly documented baseline demand forecast against which to measure, which may lead to problems when applying them to a specific demand forecast. Resolving this issue is beyond the scope of this report, and is more appropriately addressed in the CPUC energy efficiency proceeding. To the extent that the CPUC goals are adjusted in the future, these adjustments can and should be reflected in the tables. 

The Energy Commission also notes the recent enactment of Senate Bill 1037 (Chapter 366, Statutes of 2005, Kehoe), which adds to the Public Utilities Code section 454.5 (b)(9)(C), which directs each IOU to “first meet its unmet resource needs through all available energy efficiency and demand reduction resources that are cost effective, reliable, and feasible.” 



	Sempra-3
	The Energy Commission recognizes that the variation across the three cases in the revised staff forecast is relatively narrow, and may not capture the full range of uncertainty in SDG&E demand extending out to 2016. However, no parties raised this issue at any point earlier during the 2005 Energy Report process, including when the revised staff forecast was presented at the October 7, 2005, hearing, and no parties provided written comments on the revised staff forecast at the time. The Energy Commission, based on the record in this proceeding, is adopting the revised staff forecast, and notes that these long-term forecasts will be revisited in each biennial cycle. 



	Sempra-4
	The report has been revised to clarify that the aging plant replacement increment is not being added to the IOU’s need. It is featured in the report to reflect the importance of the IOU long term planning process ensuring adequate supplies from other sources to allow an orderly replacement or retirement by 2012.



	Sempra-5
	The Energy Report recommends that utility planning and procurement cease reliance on these plants by 2012, and the Transmittal Report has been revised to clarify that this recommendation is not intended to force the IOUs to procure capacity beyond a 15 to 17 percent reserve margin. The Energy Report explains why continued reliance on these plants is not in the economic interest of the utility customers and it would be imprudent for the IOUs to contract with the aging units beyond 2012. 



	Sempra-6
	This mistake has been corrected in the final report. 



	Sempra-7
	SDG&E is correct that the tables in the Draft Transmittal Report failed to account for the effect of future demand response and energy efficiency programs on the reserve margin. The final tables have added 15 percent to the capacity of these programs to reflect the reduction in needed reserves when the programs are implemented and reduce future demand.



	Sempra-8
	SDG&E and Energy Commission staff reviewed the information provided by SDG&E in their initial resource plan filings, and agree that 36 MW accurately reflects the status of SDG&E demand response programs at the time the resource plans were filed. The tables in Appendix B have been updated accordingly. As discussed in the report, the Energy Commission expects that this and other information on the tables will be updated as part of the 2006 procurement proceeding to reflect additional programs and resources approved since the resource plans were prepared in early 2005. 



	Sempra-9
	The Energy Commission agrees that many of these items will need to be updated during the 2006 procurement proceeding. The one exception is updating the long-term demand forecast to reflect 2005 actual data. The Energy Commission does not believe it desirable to complicate the 2006 procurement proceeding for relatively marginal improvement to the demand forecast for 2009 through 2016 that would be achieved through calibrating to 2005 actual demand, when the entire forecast will be updated in 2007 in the next cycle. As noted in the Draft Transmittal Report, the Energy Commission does recognize that the nearer term portion of the demand forecast is likely to require updating, which should be done in a manner consistent with the CPUC resource adequacy proceeding.



	Sempra-10 
	Section 3.1.2 of the Transmittal Report focuses on combined heat and power (CHP) resources, and the recommendations included at the end of this section are those relating to CHP from the executive summary of the Energy Report. While the section does begin by noting the preference for renewable and distributed generation resources stated in the Energy Action Plan, it does distinguish CHP from other DG resources in a footnote at the beginning of the section.



	Sempra-11
	While some recent progress has been made in signing long-term contracts for renewables, the Energy Commission remains concerned at the slow pace overall. The Energy Commission also notes the ‘rebuttable presumption’ in favor of renewable resources adopted by the CPUC in D.04-12-048, and hopes to see many more long-term renewables contracts resulting from IOU procurement activities as a result. 



	Natural Resources Defense Council

	NRDC-1 
	Comment noted. 



	NRDC-2 
	The Energy Report calls for “the CPUC, in collaboration with the Energy Commission, should pursue the additional development of portfolio approaches and risk assessment to create a more transparent and standardized method for determining what constitutes least-cost, best-fit. This would allow policy makers to better ensure that IOU resource selections reflect the state’s interests in addressing future electricity risk and uncertainty.” (Energy Report, p. 63) 



	NRDC-3 
	Agreed; tables show contractual needs for IOUs.



	NRDC-4 
	The Energy Commission has tried to further clarify, but is leaving uncommitted EE the on resource side even during the period with PGC funds but no funded programs; without specific programs, it is not possible to fold the projected savings into the demand forecast.



	NRDC-5 
	The energy efficiency goals established by the CPUC are based on distribution service area loads. The uncommitted energy efficiency numbers included in the preferred resource categories of the Appendix B tables are based on the data provided by the IOUs in their resource plans on the levels of efficiency energy and capacity savings needed to met those goals. Because the funding for the 2006 through 2008 programs had not yet been approved when the IOUs prepared their resource plans for this proceeding, the programs for those years were reflected in the uncommitted category. Because that program funding has since been approved, the revised staff demand forecast included the effects of those programs. Therefore, the savings through 2008 have been removed from what was reported by the IOUs as ‘uncommitted.’ 



	NRDC-6 
	Comment noted.



	Duke Energy North America

	
	The Energy Commission appreciates Duke Energy North America’s thoughtful comments. While these comments are to some degree on issues that were beyond the scope of the Transmittal Report itself, they deserve careful consideration by both the Energy Commission and the CPUC in the various proceedings considering the issues raised here. 



	Duke-1 
	The Energy Commission agrees that interim contracts are an important bridge from the current situation to a stable long term electricity supply. In the 2004 Energy Report Update, the Energy Commission recommended that the CPUC “allow the utilities to enter into limited numbers of one- to five-year power purchase contracts as long as these commitments act as a bridge rather than a substitute for long-term procurement of additional new resources.” (2004 Energy Report Update, p. 16)



	Duke-2 
	The Energy Report recommends that the state’s utilities undertake long term planning and procurement that will allow for the orderly retirement of the aging power plants by 2012. 



	Duke-3 
	The Energy Commission believes that an appropriate focus on long-term procurement in the 2006 procurement proceeding will allow needed new infrastructure to come on line by 2009, and so has focused the Transmittal Report on the 2009 through 2016 planning horizon. The Energy Commission agrees that resource adequacy and shorter term procurement activities currently under way at the CPUC will help provide the bridge to 2009. 



	Duke-4 
	See response to comment Duke-1. 



	Duke-5 
	The Energy Commission strongly supports completing RAR and developing a capacity market, as recommended in the 2004 Energy Report update; these are not issues for 2006 procurement proceeding and so weren’t highlighted in Transmittal Report. 



	Cogeneration Association of California/ Energy Producers and Users Coalition (CAC/EPUC)

	Cogen-1 
	Comment noted.



	Cogen-2 
	Comment noted.



	Cogen-3 
	Comment noted.



	Cogen-4 
	Comment noted.



	Cogen-5
	Comment noted.



	Constellation

	
	The Energy Commission appreciates Constellation’s thoughtful comments. However, the state’s energy agencies embraced the current hybrid electricity market in the first Energy Action Plan, adopted by the Energy Commission and CPUC in April and May, 2003, respectively. The Energy Action Plan recognized “that California currently has a hybrid energy market and that state policies can capture the best features of a vigorous, competitive wholesale energy market and renewed, positive regulation.” The Energy Commission believes that the challenge facing the state is how to best implement the hybrid market. 



	Constellation-1 
	The Energy Commission believes that long-term contracts are urgently needed to stimulate investment in new infrastructure. 



	Constellation-2 
	The record of the Energy Report proceeding does not provide a basis for the Energy Commission to make a recommendation on the advisability of this type market structure. The Energy Commission does believe that this issue is one that should be considered as the state moves forward on various electricity market issues. 



	Constellation-3 
	The Energy Commission believes that long-term contracts are urgently needed to stimulate investment in new infrastructure in the context of the hybrid market. Avoiding a clear recommendation to that effect risks continued under-investment in new infrastructure. 



	Constellation-4 
	The Energy Commission believes that appropriate coming-and-going rules will address this concern.



	Constellation-5
	See response to comment Constellation-1. 



	Constellation-6
	See response to comment Constellation-1. 



	Constellation-7
	The record of the Energy Report proceeding does not provide a basis for the Energy Commission to make a recommendation on the advisability of this type market structure. The Energy Commission does believe that this issue is one that should be considered as the state moves forward on various electricity market issues. 



	Constellation-8
	The Energy Commission is concerned that uncertainty over departing load continues to hinder long-term investment in new infrastructure. Constellation states that procurement based on an assumption of no departing load, as developed in the Transmittal Report, will result in over-investment by the IOUs. The Energy Commission believes the much greater risk is that of under-investment resulting from no LSE taking responsibility for procuring resources for future demand because of uncertainty over who will be serving load in the future. 
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