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PROCEEDI NGS
9:00 A M

M5. KOROSEC. Good norning, |’m Suzanne Kor osec;
| ead the unit that produces the Comm ssion’s |Integrated
Energy Policy Report. Wlconme to today’'s staff workshop on
Publicly Omed Uility Resource Adequacy.

The purpose of today’s workshop is to get comrents
on a staff assessnment of publicly owned utility resource
adequacy and resource plans. Assenbly Bill 380 requires
each publicly owned utility to, this is in quotes,
“prudently plan for and procure resources that are adequate
to meet its planning reserve margin and peak demand and
operating reserves sufficient to provide reliable electric
service to its customers. AB 380 also requires the Energy
Comm ssion to report on PQU resource adequacy every two
years, as part of the | EPR

I n Decenber of 2008 we rel eased forns and
instructions for submtting electricity resource plans, and
today’s staff presentation is based on the information
received fromthe POUs in response to that data request.

Qur agenda today includes a presentation by Energy
Comm ssion staff, followed by presentations from d endal e
Wat er and Power and Los Angel es Departnent of Water and
Power. We'll then take public coments and hope to adjourn

bef ore noon.

Cdifornia Reporting, LLC 4
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Just a revision to the agenda, the Comm ssione
were unfortunately called away. They are unable to join
but they wanted to nmake sure that the parties know t hat

they' re very focused on this issue and will be | ooking

rs

us,

t hrough the workshop transcripts and presentations to get up

to speed on what went on today.

Just a few housekeeping itens before we get

started. The bathroons are out the double doors and to the

left. There's a snack roomon the second floor, of the
atrium under the white awning.

And if there’s an energency and we need to
evacuate, please follow the staff out of the building an
we'll go across the street to the park and wait for the
cl ear signal

Today’ s wor kshop i s bei ng broadcast through ou
WebEx conferencing system So please be aware that the

wor kshop is being recorded. W’ Il nake the recording

d

al | -

r

avai |l abl e on our website after the workshop, and we’ll al so

have a transcript available in about tw weeks.

For presenters and commenters, please make sur
speak directly into the m crophone so the people on the
WebEx can hear you speaki ng.

During the public comment period today, we’'ll
first frompeople in the roomand then we’'ll open up the

lines for the WebEx parti ci pants.

Cdifornia Reporting, LLC
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For parties in the room naki ng conments, please
come up to the mcrophone at the center podiumhere in the
roomso we can nmeke sure it’s captured on the transcript.
And it’s also helpful if you can renenber to give the court
reporter your business card so we can nmake sure that your
name and your affiliation are correct in our transcript.

W' re al so asking the parties to submt witten
comments and those are due by 5:00 p.m on Thursday, August
20",

So with that, 1'Il turn it over to JimWodward to
get us started.

MR. WOODWARD: Thank you, Suzanne.

Good norning, |I'’mJimWodward and |’ m proud to
work in the Energy Comm ssion’s Electricity Supply Analysis
Division. | wuld like to share with you sone of the nore
interesting findings and assessnents to be included in our
staff report on resource adequacy and electricity resource
plans of California s publicly owned utilities.

First and forenost, | would Iike to thank all the
resource planning staff at publicly owned utilities
t hroughout California. Their diligence and responses to our
data requests nmade this presentation possible. Sone
utilities found it challenging to conplete all the supply
forms, especially those submtting themfor the first tine.

Most utilities, however, were collaborative and tinely as

Cdifornia Reporting, LLC
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t oget her we worked to nmake these data sets accurate,
conplete, and reliable. | expect this cooperative effort
will continue as utilities review, correct and update the
i nformation conpil ed by Energy Conm ssion staff.

| would also |like to acknowl edge the expertise and
dedi cation of ny coll eagues, co-workers, managenent, and
| eadership here at the Energy Comm ssion. Wthout them
none of this work woul d be possible.

We have two ot her speakers on the agenda today.
Val erie Puffer from @ endal e Water and Power will be
participating via WebEx. And Brad Parker will be here today
fromthe Los Angel es Departnent of Water and Power. There
shoul d be tine after each speaker for questions, comments,
and di al ogue.

Resour ce adequacy requirenments address only one
cause of potential involuntary |oad curtail nents;
occurrences when demand for electricity in a service area
greatly exceeds all available supplies. Supply adequacy is
i nportant because such outages tend to be w despread,
expensive, and disruptive. While electricity supply and
demand nust al ways be kept in balance during real-tinme grid
operations, an operating reserve of additional supply
resources is always required. Load serving entities. LSEs,
typically procure sufficient resources nonths ahead, and

often years ahead, to continuously maintain that operating

Cdifornia Reporting, LLC
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reserve margin in real tinme. This forward capacity
procurenent obligation is typically formalized as a year-
ahead pl anni ng reserve nargin.

The planning reserve margin is the anmobunt of
generating capacity, including interruptible demand under
the control of the LSE, or balancing authority, that exceeds
forecasted peak demand. It’s often expressed as a
percent age of peak demand. A comonly used pl anni ng reserve
mar gi n, adopted by nost LSEs in California, is 15 percent.
The 15 percent planning reserve nmargi n has been a useful
benchmark for neasuring, nonitoring, and even regulating
forward procurenent by LSEs on a nont h-ahead and year - ahead
basis. The 15 percent planning reserve nmargin is often
assunmed to provide a level of reliability in which
electricity supplies are adequate to neet demand for all but
one day in 10 years, though that has not yet been confirned
in California by nodeling studies.

The 15 largest POUs in California began 2009 with
a substantial capacity surplus over and above their forecast
peak demand plus planning reserve margins. That surplus
totaled 1,359 negawatts.

Uility resource plans docunent the comm tnents by
publicly owned utilities to continuously have adequate
generating supplies through utility ownership or contractual

agreenents.
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As we’' || see in subsequent slides, POUs are nmaking
significant and successful efforts to add nore renewabl e
energy to their supply portfolios. For the 15 | argest PQOUs,
t he anbunts of renewabl e energy are expected to increase
this year to 16 percent of retail sales, up from1l.6
percent in 2008. Wiile this 16 percent forecast nay be
optimstic, the trend is noteworthy as state and | ocal
policies are being inplenmented through new renewabl e energy
proj ects.

Over the long-term several existing contracts for
coal -fired energy inports will expire, which should reduce
carbon di oxi de em ssions that would be attributed to those
PQU energy supply portfolios.

In 2008, the sum of all non-coincident peak | oads
for all publicly owned utilities was 15,952 negawatts. This
sum does not include the California Departnent of Water
Resources, DWR The statew de total of annual peak | oad
served by all LSEs was 70,473 negawatts. So the PQU share
of total peak |oad was 22.6 percent. Please note that these
peak- hour | oads occurred on different days and in different
hours for different LSEs. These nunbers do not represent
coi nci dent peak loads for POUs in the California |I SO
bal anci ng area, or in the other four bal ancing areas based
in other states that extend into far Northern or far Eastern

California. But these nunbers probably are equivalent to

Cdifornia Reporting, LLC
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coi nci dent peak | oads for those POUs in grid bal anci ng areas
operated by LADWP, SMJUD, Inperial, and Turl ock.

Altogether in California there are 40 POUs using a
definition that does not include DWR, and we do that mainly
because nmuch of the 10-year forecast data fromDWR is
confidential. 1In this presentation we count the Northern
California Power Agency, NCPA, as one of the |largest 15
POUs. W do this because NCPA provided a 10-year resource
plan and the result is a nore conpl ete assessnent of | ong-
term PQU resource adequacy. NCPA serves as schedul i ng
coordinator for 10 small PQUs that have banded together in a
Power Pool for the purpose of |ong-termresource planning,
and for day-to-day integration bal ancing | oads and
resour ces.

The 15 largest POUs in California all had annual
peak | oads |arger than 200 nmegawatts in 2008. These 15 POUs
account for 95 percent of all PQOU peak | oads statew de. As
requested by the Energy Comm ssion | ast Decenber, these POUs
filed a 10-year forecast of peak |oads and annual energy
needs, along with a |isting of expected supply resources to
continuously neet their electric service obligations. These
forecasts were submtted in February and March of this year,
using forns adopted by the Energy Conm ssion. Those forns
i ncluded, for the first time, a request for actual 2007 and

2008 capacity and energy data on LSE | oads and resources.

Cdifornia Reporting, LLC 10
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The other 35 snmall PQUs, with annual peak | oads
smal | er than 200 negawatts, account for five percent of al
such peak loads in California. This year, for the first
time, the small PQUs provided year-ahead capacity and energy
supply plans, along with historic data for 2007 and 2008.
Small POUs will be discussed briefly towards the end of this
presentation, starting with slide 21. Until then, the
information that follows refers to California s 15 | argest
PQUs, unl ess noted ot herw se.

Uility-controlled power plants using natural gas
consistently provide 40 to 50 percent of all capacity
requirenents, as we wll see nore clearly with slide 8.

Several newly devel oped -- sorry.

The Firm Peak Demand forecast, as reported by
PQUs, in the maxi mum end-use load in a future year that
utilities nmust be prepared to neet. The peak-hour denmand
includes the initial 1-in-2 demand forecast for end use
custoners, mnus any adjustnent for denmand-side resources or
new cust oner-owned di stributed generation.

The Firm Peak Requirenent is the Firm Peak Denand
pl us the planning reserve margin used by each utility. Wen
pl anni ng reserve margins are included, the forecast firm
peak requirenment for the 15 POUs is 16,700 in 2009 and
17,900 in 2018. This would be an increase of seven percent

in ten years.

Cdifornia Reporting, LLC 11
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Six of the largest 15 POUs serve loads in the
California | SO bal ancing area, Anaheim Riverside, NCPA,
Silicon Valley Power, Pasadena, and Vernon. All six use a
15 percent planning reserve margin. |In other bal ancing
areas, a 15 percent planning reserve nmargin is used by SMJD
| rperial, Modesto, Turlock, and Redding. The 15 percent
pl anni ng reserve margin has been a useful rule of thunb for
LSEs, for procurenent purposes, such that schedul ed out ages
and forced outages of various plants, and | oad forecasting
errors, and weather forecasting errors would still |eave
bal ancing authorities with a seven percent operating reserve
margin that includes a m x of spinning and repl acenent
reserves.

In the LADWP bal anci ng area, the Burbank,

G endal e, and LADWP utilities use the Western El ectric
Coordi nating Council reliability criteria and operating
reserve standards. These are detailed in the 2008 Energy
Comm ssion report on POU resource adequacy. In sinple
terms, these three utilities plan to have enough resources
to cover the loss of their |argest generation or

transm ssion facility wi thout |oad shedding, while

mai nt ai ni ng adequat e spi nning, replacenent, and regul ation
reserves. For LADW the systemreserve requirenent is
normal ly 1,106 nmegawatts.

The 15 largest POUs in California began 2009, as |

Cdifornia Reporting, LLC 12
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said, with a substantial capacity surplus over peak
requi renents, a surplus of 1,359 negawatts. In sum they
are very resource adequat e.

In 2008, the sumof all 40 PQU annual peak | oads
was 15,952 negawatts. LADW and SMJUD t oget her account for
57 percent of all PQU peak-hour | oads.

For visual clarity, this slide shows the top ten
shares of individual POUs. The next five in 2008 were
Pasadena at 310, Burbank 309, d endale 306, Redding 293, and
Vernon at 204. These peak | oad anounts include end-use
custoner demand plus any firm sal es obligations.

In 2007, this sumfor all 40 POUs was
substantially higher, 17,700 negawatts. |In 2006, the sum
for all POUs was even higher, 18,400, when many utilities
saw record peak demand during the July 2006 heat storm

The aggregate of 2009 forecast for peak demand are
slightly I ess than 12008 actual peak |oads, in part due to
reduced economic activity during the current recession and,
in part due to increase in demand-side resources.

Most | arge-scale capacity additions by publicly
owned utilities are planned several years in advance and are
of ten described in published Integrated Resource Pl ans.

Note al so that nost of these additions since 2004 are for
natural -gas fired plants, sited locally in utility service

ar eas.

Cdifornia Reporting, LLC 13
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One exanple may suffice to indicate how nuch tinme
is needed to plan and devel op these conpact, highly
efficient new fossil plants. Roseville filed an Application
for Certification in October of 2003, which was accepted as
dat a adequate two nonths |later. The project approval
deci sion by the Energy Conmi ssion in April 2005 nmandat ed
zero liquid discharge standards and use of best avail able
control technology for em ssions. Normal output for the
conbi ned cycle plant is 120 negawatts, with the ability to
peak-fire to 160 nmegawatts during sumrer peak demand
periods. Roseville Energy Park went online in October 2007
after a 24-nonth construction peri od.

The first listing in this table nay underestinate
the investnents by LADW in new capacity at Haynes. The net
i ncrease of 49 negawatts includes a new 575 nmegawatt
conbi ned cycle plant, less the retirenments of Haynes 3 and
4, that were each 230 negawatts, and the de-rating of Haynes
6 by 81 negawatts.

The five-year focus on capacity additions that are
nostly fossil is conplete for now, except for finishing the
second 98 negawatt unit at Riverside Energy Center.

Several newl y devel oped projects are com ng online
this year to deliver renewable energy to California POUs.
Sonme are |local projects; nany are |ocated in other Wstern

states.

Cdifornia Reporting, LLC 14
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Turlock Irrigation District, TID, is now getting
energy fromthe 136 nmegawatt W ndy Point project in south-
center Washington, on a ridgeline north of the Col unbia
River. This 82 turbine project went online in May of 2009.
In July of this year the Tuol ume Wnd Project Authority,
created by TID, closed escrow on the project for $385
mllion. Phase two at Wndy Point is expected to bring
anot her 200 negawatts online later this year, sonme of which
wi Il be dedicated to TID

The Pine Tree Wnd project devel oped by LADW in
the Tehachapi’s is now online. The MIford Project in Uah
i s being devel oped by the Southern California Public Power
Aut hority. LADW has a 188 negawatt share of this 200
megawatt project that has 80 wind turbines, each two and a
hal f nmegawatts.

In July of this year Inperial Irrigation D strict
submitted conpliance applications to the Energy Comm ssion
according to the G eenhouse Gas Em ssi on Performance
Standard regulations to that Inperial can develop a 15
megawatt biomass unit in 2010. There are nany, many nore
smal | renewabl e energy projects in the pipeline, too
numerous to list here, especially for landfill gas and
di stributed generation.

The first thing to notice in this slide is there

are no sudden or dramatic year-to-year changes evident in

Cdifornia Reporting, LLC
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this conposite perspective. Stability and continuity during
the forecast period are the hallmark of POU plans to retain

and acquire adequate electrical generating capacity. Al

t hi ngs considered, stability and continuity are good things

upon whi ch i nprovenent plans can be solidly based.

Let’s ook at the top category in this chart.
Short-term and spot market purchases are projected to supply
the last 450 to 800 negawatts that utilities are likely to
procure in a given year. But these anmounts, Short Term
Pur chases, do not include identified | ong-termresource
needs for additional capacity. For exanple, by 2018 Mdesto
wll need to add another 307 negawatts and SMUD wll need to
add another 347. Qher PQUs, such as Anaheimand Silicon
Val | ey Power, expect existing and commtted resources wl |
result in nodest capacity surpluses throughout the planning
hori zon.

The net result for all 15 POUs is that the top of
this procurenment stack, when conpared to the Firm Peak
Requirenment in slide 4, has an expected surplus of 900 to
1,200 nmegawatts each year, though sonme of this net surplus
in later years can be attributed to projects that are still
on the draw ng boards.

Uility Natural Gas is the central procurenent
category in this slide. Sonme additional capacity from

natural gas-fired power plants will be needed to neet

Cdifornia Reporting, LLC 16
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forecast peak | oads. Dependable capacity at utility-
controlled gas-fired plants was just over 7,500 negawatts in
2009, equal to 45 percent of all supply resources. This
percentage is remarkably stable over tinme. By 2018 POUs
pl an to have 8,320 negawatts available fromutility gas

pl ants, equal to 46 percent of all supply resources in that
year. At nost, it would be nearly 50 percent of al
capacity in 2012 and 2013.

By 2010 Reddi ng expects to add 50 negawatts to its
135- negawatt Reddi ng Power Pl ant.

By sumrer of 2011 Anahei m expects to have 50
megawatts fromits new Canyon Power Project, and an
addi tional 150 negawatts in 2012.

Modesto plans to add a reciprocating plant, with
48 nmegawatts, in 2012.

Al so by 2012, Inperial plans to re-power its aging
fossil plant EIl Centro 3, for an additional 180 negawatts.
And I nperial plans on 100 negawatts from new geot her mal
resources at Salton Sea by 2012.

Wil e planned additions |ike these are site-
specific and reasonable, there is always sone uncertainty
about successful project permtting, financing, conpletion,
and even nore uncertainty about online dates.

Some newy built capacity will be needed sinply to

repl ace agi ng coastal plants that use once-through cooling.

Cdifornia Reporting, LLC
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By 2013 LADWP expects to add six conbustion turbines at
Haynes, with 600 negawatts, so that the aging Haynes units 5
and 6, with 565 negawatts, can be retired or repowered.

By 2014, LADWP plans to have a new 260 negawatt
conbi ned cycle unit at Scattergood and a stand-al one 38
megawatt digester gas facility so that the aging Scattergood
units 1 and 2, with even nore capacity, 336 negawatts, can
be retired.

At the end of the forecast period, in 2018,
exi sting and planned utility-controlled power plants fuel ed
by natural gas and coal are expected to provide 10, 300
megawatts of generating capacity. After 2018, LADW expects
to replace, with renewabl e resources, its 477 nmegawatt
ownership share in coal -fired Navajo CGenerating Stations.
W'l discuss UWility Coal in nore detail with slides 19 and
20.

At the base of this slide, nuclear power to neet
summer peak | oads is a constant 494 negawatts.

Hydr oel ectric power for the 15 largest POUs is
5,000 nmegawatts in 2018. The only significant change
t hrough 2018 is that SMJUD plans to add a 390 negawatt punped
storage facility for 2015.

Non-renewabl e contracts for dependabl e capacity
will decline over time as existing bilateral contracts

expire. Existing contracts provide 19 percent of al

Cdifornia Reporting, LLC 18
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capacity needs in 2009 and this share declines to 10 percent
in 2018.

Utility-owned resources, renewabl e resources other
than hydro, represent a very small share of capacity that is
counted on for reliability. These anobunts may increase from
just over 200 negawatts to 540 in 2018, but it would stil
represent only three percent of all capacity requirenents.
As a capacity resource, for exanple, LADW counts on Pine
Tree Wnd for 12 negawatts, which equals 10 percent of its
namepl at e.

Dependabl e capacity from renewabl e resources under
contract may increase fromless than 900 negawatts to nore
than 1,200 in 2011.

Let’s see, am|l on slide -- sorry.

The increases in energy fromrenewabl e resources
will be much larger, as we’'ll see later. By 2011, Riverside
expects Shoshone geot hermal energy to provide 36 negawatts,
with plans that increase this to 96 negawatts in 2013.

SMUD counts on existing renewabl e contracts for
147 megawatts now, this increases to 194 during 2010 as 14
new bi onmass resources are devel oped, but then it drops to 66
megawatts in 2016 as existing biomass, small hydro, and w nd
contracts expire.

LADWP expects the capacity value of its renewable

contracts to increase from 100 nmegawatts to 925 in 2018.

Cdifornia Reporting, LLC 19
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

However, about 800 negawatts of this additional capacity
woul d be from bi ogas, geothermal, and wi nd projects that re
not yet specified or under contract. LADWP presently has 42
megawatts in distributed generation under contract.

The 20, 000-f oot view of PQOU energy supplies is
very simlar to the view of capacity resources. Al 40 POUs
t oget her supply slightly | ess than one-quarter of total
grid-connected electricity needs in California and the 15
| argest PQUs account for 94 percent of all PQOU energy
procur erment .

For the long-term through 2018, the State’s
| argest PQOUs, in aggregate, are forecasting relatively slow
growh in the amount of energy required to neet custoner
demand. In 2008, the total Firm Energy Requirenent was j ust
under 68,000 gi gawatt hours.

This procurenment requirenment is roughly 10 percent
hi gher than total retail sales, primarily due to
transm ssion | osses and distribution | osses. Also, six POUs
had firm whol esal e or energy exchange obligations that
total ed 2,500 nmegawatts [sic].

The | argest was Turlock’s supply obligation to
Merced Irrigation District, about 1,200 gigawatt hours. The
second was LADW' s obligation to DAR for 568 gi gawatt hours
in 2008, related to water that passes through LADW’ s

Castaic plant on the West Branch of the California Aqueduct.

Cdifornia Reporting, LLC 20
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Thi s energy anmount was down 27 percent |ast year from
average, as nuch less water is getting to Southern
Cal i fornia.

Electricity sales to retail custoners of the
| argest PQOUs total ed 60,600 gigawatt hours in 2008. The
forecast anount for 2009 is slightly less. Conbined retai
sales in 2018 are project at 65,500, an 8.6 percent increase
in ten years.

At first glance, the 2008 energy needs for all 40
PQUs | ooked nmuch Iike the 2099 peak | oad capacity shares in
slide 11. LADWP, the nation’s largest nunicipal utility,
and SMJD are each in a class of their own. Together, they
account for 55 percent of all POU energy needs. Anong the
top ten PQUs, Silicon Valley Power ranks higher on energy
than capacity due to a predom nance of basel oad-type
i ndustrial custoners.

In the forecast period through 2018, the nost
significant trend is an increased supply of electricity from
renewabl e sources, especially those to be devel oped under
| ong-term contracts, this band of green, third fromthe top.
This slide presents an aggregate profile of POU energy
supplies, including all planned resources, as reported on
POU supply forns.

There are sone constants in the energy bal ance

equation. Nuclear energy, at the bottom base of this chart,
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is expected to provide a steady 3,600 gi gawatt hours per
year from Pal o Verde and SONGS. Riverside is the only
utility to own shares in both nuclear power plants.

Total energy supply fromutility fossil resources,
in aggregate, is expected to remain relatively unchanged,
starting at 42,500 gigawatt hours in 2008, and ending the
forecast period down four percent at 40,800 gigawatt hours
in 2018. The aggregate 1-in-2 forecasts for utility fossi
energy never exceed the 2008 actual anmount when natural gas
generation was well above average to nmake up for reduced
hydro generati on.

Fossil fuel plants provide nost of the electricity
used by public power customers in California. Utility
natural gas and coal plants, conbined, produced 63 percent
of electricity required in 2008. Due to |oad growh, and
the expected increase in other supply categories, the share
of energy fromfossil fuels declines to 57 percent in 2018.
For Anaheim d endal e, Pasadena, riverside, SMJD, and
Vernon, the share of total energy requirenents fromutility
fossil plants will change by less than five percent.

For other utilities the absolute anmounts and the
share of fossil resources in a portfolio will change
substantially. Burbank plans to reduce energy supplies from
coal -fired Internountain and gas-fired Magnolia from 1, 000

gi gawatt hours to 750. R verside forecasts their utility
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fossil supply to decline from1, 333 gigawatt hours in 2008
to 1,100 in 2018. By volune, the largest reductions in
fossil energy supplies are forecast by LADWP, from nore than
20,000 gigawatt hours in 2018 to 15,000 in -- I'msorry,

that was 20,000 in 2008 to 15,000 gigawatt hours in 2018.

These reductions in utility fossil fuel
el ectricity production will be partly offset by increases of
about 2,200 gigawatt hours per year at plants controlled by
| rperial, Redding, and Silicon Valley Power.

One utility is noteworthy for having utility
fossil energy supplies equal to 102 percent of its total
2008 energy requirenent, which may be a little too resource
adequate. This share will decline to 86 percent by 2018.
Anahei m has “take-or-pay anyway” fossil energy from coal -
fired Internountain and San Juan Unit 4, and fromgas-fired
Magnolia. Anaheim also owns a conbustion turbine for
peaki ng energy and i s devel opi ng the Canyon Power Project to
provi de additional peak period energy starting in 2012.
Anaheimis using the spot market and short-termcontracts to
sell its surplus energy. As purchases of renewabl e energy
supplies increase, Anaheimw Il |ikely be selling surplus
energy in anounts averagi ng 500 gi gawatt hours per year.

Non-renewabl e energy from existing bil ateral
contract supplies will decline as contracts expire.

| rperial has contracts with El Paso El ectric and Shel
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Energy North Anmerica that delivers 1,700 gi gawatt hours
annual 'y through 2011.

Hydroel ectric energy is a significant supply
conponent for these utilities, averaging 5,800 gi gawatt
hours per year. 2007 and '08 were very dry years. Energy
producti on was down to 78 percent of average in 2007, and
was 67 percent of average in 2008. No significant new
sources of hydroelectric energy are expected through 2018.

Actual short term and spot market purchases in
2007 and ' 08 averaged 6,400 gigawatt hours, much | arger than
the forecast average for all forecast years, 3,400 gi gawatt
hours. This difference, though, is not significant and
here’s why; utilities plan to have adequate energy supplies
for all hours in the year, primarily using utility-
controlled fossil or hydro plants to ranp up and down,
synchroni zed to daily and seasonal rhythns in demand, and to
integrate intermttent renewabl e energy as it becones
avai | abl e, or not.

Wiile older utility-owned fossil plants are needed
for local reliability, these plants often have hi gh heat
rates and are expensive to operate. So whenever cheaper
energy supplies are available fromother parties, utilities
will lower their costs by replacing utility-owned generation
wi th market purchases and with bil ateral purchases from

other LSEs with surplus energy. For exanple, Turlock
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purchased over 1,000 gigawatt hours in 2007 and ' 08 usi ng
short-termcontracts, but Turlock does not plan to rely on
such purchases for any of its future energy needs.

State law requires publicly owned utilities to
adopt and inplenent a Renewables Portfolio Standard, RPS.
Unli ke investor-owned utilities under CPUC jurisdiction,
PQOUs are given flexibility to develop utility-specific
targets, tinelines, and resource eligibility rules.

The RPS targets in this slide have been published
by the Energy Conmi ssion in a Decenber 2008 consul t ant
report prepared by KEMA, and posted on our website, and we
have | earned of sonme updates. For exanple, on Tuesday, M ke
Pretto called nme, fromSilicon Valley Power, to say the Gty
of Santa Clara, |ast Cctober, adopted an RPS target of 33
percent by 2020.

That | eaves Redding as the only PQU here that has
al ready reached and exceeded its RPS target. Sone others,

li ke SMJUD and Roseville, are close. And really, there is
much work to be done by all utilities.

The 10 PQU nenbers of the NCPA Power Pool have
each adopted their own RPS goals, with significant diversity
in timeframes and counting conventions. The 38 figure for
2008 is an estimate by Energy Conm ssion staff, using a
vari ety of sources.

As a short-termstaff forecast, | expect this
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table will be subject to additional scrutiny, updates, and
corrections in the near future, perhaps even during this
wor kshop.

The | argest 15 PQOUs generated and purchased about
7,000 gigawatt hours of renewable energy in 2007 and ’ 08,
equal to 11.6 percent of total retail sales in both years.
Based solely on utility resource plan filings, the aggregate
forecast for renewabl e energy supplies in 2009 is 9,900
gi gawatt hours, which would equal 16.4 percent of retai
sales. PQUs have project specific plans to increase this to
at | est 20 percent by 2011.

Among PQUs, there are several conventions that
define what counts as renewabl e energy. LADWP counts as
renewabl e all the energy fromits Gorge and Aqueduct
hydroel ectric plants. Those powerhouses, w th output |arger
than 30 negawatts nanepl ate, annually generate bout 650
gigawatt hours. Note the scale. LADW does not count as

renewabl e 1,100 gi gawatt hours per year from Hoover and

Castai c.

d endal e and LADWP bot h include energy from
landfill gas or digester gas that is burned with fossi
fuels in their Gayson plants -- Gayson and Scattergood

pl ants, 86 and 147 gi gawatt hours per year, respectively,
for the bionass val ue.

For CPUC-jurisdictional LSEs to count this as
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renewabl e energy, biomass conbustion nmust occur in a
facility that does not use fossil fuel, or is specifically
desi gnated as countable in special |egislation.

LADWP and SMUD i ncl ude the renewabl e energy
attri butes of custoner-owned distributed generation being
devel oped as part of the California Solar Initiative, CSI
Even by 2012, however, CSI contributions will be nodest; 150
gi gawatt hours for LADWP, 54 by SMUD. By 2018, however, CSI
is expected to supply 648 gigawatt hours to LADW and 183 to
SMUD, about a four-fold increase in six years.

I n the NCPA Power Pool, eight of ten PQOUs count
| arge hydros as renewabl e, but this does not include the
largest utility, Palo Alto. As another exanple of POU
defi ned renewabl e energy procurenent, the City of Palo Alto
has been ranpi ng up the purchase of renewabl e energy
credits, RECs, to help neet its interimRPS targets.

Contracts for renewabl e energy supplied just over
4,000 gigawatt hours in 2007, and nearly 4,500 gi gawatt
hours in 2008. This procurenent category is forecast to
grow rapidly to 9,300 gigawatt hours by 2011. LADW expects
renewabl e energy supplies under contract to grow fromless
than 1,200 in 2008 to nearly 4,000 gigawatt hours in 2011
| f these plans work and deliver as expected, contractual
renewabl e energy supplies would account for 72 percent of

all renewabl e energy for these 15 PQOUs.
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Over the next ten years, significant increases in
contracted renewabl es are expected by Anahei m Burbank,
LADWP, Riverside, and Turl ock.

If all reported plans cone to fruition, renewable
energy fromutility=controlled resources, other than hydro,
will increase from1, 400 gigawatt hours in 2007 to 1,500 in
2008, to 2,000 in 2010-11. Wile this quantity will
increase, the utility-controlled share of renewabl e energy
supplies would decline from20 to 17 percent.

The category of PQU qualifying renewabl e energy
appears to be growing after 2008. This apparent increase
only reflects an expectation that hydroel ectric energy
production will be closer to average in 2009 and beyond,
after two very dry years.

Hydr oel ectric energy generated along the two Los
Angel es aqueducts was down by a third over the past two
years.

Ceneric renewabl e energy is a termused on the
supply fornms. It represents utility commtnents to neet
their adopted renewabl e portfolio standards. How these
commtrments will be met with specific resources under
contract or being devel oped is often unknown, especially
toward the latter part of the planning horizon.

This category does include plans and conm tnents

by sone POUs to purchase, as avail able, renewable energy in
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spot markets or with short-term contracts.

Source technol ogi es for renewabl e energy supplies
are summari zed here, in slide 17. The anounts in forecast
years include all existing and planned resources with a
specified technol ogy type, though for a few near-term
projects the | ocations or counterparties are not yet
identified. 1In 2007, the |argest share of renewabl e energy
cane fromw nd, 1,600 gigawatt hours, closely foll owed by
geothermal. Wnd energy production is expected to increase
qui ckly and substantially, with several new projects com ng
online in 2009.

Ri verside is the | eader in geothernmal energy, with
maj or i ncreases expected in 2009, '12, and ' 13. NCPA and
Silicon Valley Power already have devel oped utility-owned
geot hermal resources in the CGeysers. |Inperial plans to
develop its own geothermal resources that may produce 750
gigawatt hours in 2012 and as nmuch as 1,800 gi gawatt hours
by 2018.

Bi omass energy will nore than double, from 800
gi gawatt hours in 2007 to 900 in 2008, to 1,700 in 2010.

Sol ar projects are negligible through 2011, but
are expected to grow rapidly thereafter, especially with CS
prograns and other projects not yet specified.

This slide repeats data fromslide 14, with

additional data fromthe three | arge investor-owned
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utilities that also submtted ten-year resource plans to the
Energy Conmmi ssion. Using the POU qualifying nmetric, which
conmes fromthe KEMA Consultant report, the 15 | argest POUs
are expected to catch up and pass the three 1OUs this year.

The 1 QU percentages represent the sum of al
Ener gy Conmi ssion-eligible renewabl e energy as a percent of
conbined retail sales. This nunber could be higher,
somewhat higher, if 10Us were allowed to purchase RECs for
RPS conpliance, as indicated by San Diego Gas & Electric in
its resource plan. Four Southern California Edi son and
P&E, the retail sales data for 2009, '10, and '11 are
confidential, so we cannot present a nore detailed
conparison. Again, what nay be nost inportant is the trend,
not the precise statistic or netric.

From 2007 through 2022, total quantities of coal-
fired energy for the 15 larges POUs are scheduled to fal
from 21,000 gigawatt hours to 13,200 in 2022. That is a
reduction of 37 percent over a span of 15 years, with nost
of that reduction occurring after 2018.

In 2010 we see a small drop of 340 gigawatt hours,
after Riverside’s contract with Deseret expires. Larger
reductions occur after 2019 -- in 2019, after Turlock’s
contract with Portland General Electric expires, and in 2020
after LADWP's contract for Navaj o generation expires.

For the 15 | arges POUs, coal -fired generation
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provi ded 31 percent of energy requirenents in 2007. This
share is forecast to decline to under 25 percent in 2018 and
to I ess than 18 percent of total energy needs in 2022.

Dependabl e capacity fromcoal -fired resources
declined from 2,300 plus negawatts in 2007 to 1,700 plus
megawatts in 2022. Coal resources are relatively |ess
i nportant to meeting annual peak | oads. The share of
forecast peak requirenents to be nmet by coal resources
declines from 14 percent in 2009, to nine-and-a-half percent
in 2022.

These are long-termresources that cannot be
extended or replaced with other long-termcoal contracts due
to the state’s Em ssion Performance Standard for greenhouse
gasses. A residual 1,000 negawatts in capacity and 7,000
gigawatts of energy wll likely remain in utility portfolios
t hrough the 2020’ s and beyond, unless POUs divest their
ownership shares in coal-fired generation

This table lists various PQU | ong-term contracts
for coal-fired generation, sorted by expiration date. Four
particular coal-fired resources will be part of the supply
portfolio for years to cone; Boardman in Oregon, owned by
Portl and General Electric, Navajo Generating Station in
Arizona, Internmountain Generating Station in Utah, and San
Juan Generating Station in New Mexico. By the way,

envi ronment al upgrades at San Juan were conpleted in My
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2009, at a cost of $330 million, to substantially reduce
em ssions of mercury, sulfur dioxide, and nitrogen oxi de.

This table has been corrected several tinmes since
first posted on our website |last week. The first correction
was to delete a listing for dendale that m stakenly
attributed their exchange contract with Portland General
Electric to a unit-contingent Boardnman supply, and that is
not the case.

Secondly, please note Turlock does have a unit-
contingent supply from Boardman, and that contract expires
after Decenber 2018, not 2013.

Third, there is one additional contract that should have
been included in this table. Riverside has a contract with
Ut ah Power and Light that expires at the end of 2009. Under
this contract, the Deseret Power Cooperative has supplied 52
megawatts and about 400 gi gawatt hours of energy each year
fromthe Bonanza or Hunter coal-fired power plants.

A fourth correction relates to energy supplied by
| ntermountain to LADW

LADWP, as we understand it, has three contracts
for as-avail abl e power and energy fromInternmountain. Two
of these three contracts are now conbi ned on one line in
this table. LADW has a 45 percent entitlenent share in
| nternmountai n equal to 803 negawatts, plus a four percent

share purchased from Utah Power and Light equal to 72
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megawatts. These two contracts total 875 negawatts and
expire after Decenber 2027. W think this line should show
on 5,945 gigawatt hours, which is 1,153 gigawatt hours |ess
t han the anmount shown on the web-posed slide and in the
handout s.

LADWP al so has a contract with the Utah Associ ated
Muni ci pal Power Systens, whereby the U ah nunicipals
determ ne each year how nuch power and energy is excess to
their needs, which is then designated for sale to LADW. On
a year-ahead basis, this resource seenms not to have any
dependabl e capacity val ue, but does supply 1,153 gi gawatt
hours i n annual energy.

The 2008 I ntegrated Resource Plan by LADWP
expected the Utah municipals would conpletely recall this
power wthin four years. |In the current econony, that may
not occur until 2016. As a conponent in the previous slide,
| chose to value it at 100 percent through 2012, stepping
down to zero percent in 2016

The total energy supply fromlnternmountain to
LADWP is currently about 7,000 gigawatt hours per year.

As noted on the last line of this slide, the
California Departnment of Water Resources has four years,
now, to replace 154 negawatts of dependabl e of f-peak power
fromReid Gardner Unit 4, northeast of Las Vegas, Nevada.

Reid Gardner’s contribution to DAR s coi nci dent peak load is
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zero, as the unit can be recall by NV Energy to neet its
sumer peak | oads.

There are eight POUs with an annual peak | oad
grater than 30 negawatts and | ess than 200 negawatts, |isted
here fromlargest to smallest. These eight utilities have
custoner | oads that are | arge enough and sufficiently stable
to facilitate long-termresource procurenment. Those first
two acronyns are for the Gty and County of San Francisco
and for the Power and Water Resources Pooling Authority.

For 2009, their annual peak | oads sumto 612
megawatts, equal to 3.7 percent of the statew de PQOU total
By early 2009, each utility had acquired sufficient capacity
to meet their 2009 peak |oads, plus a 15 percent pl anning
reserve margin that they were using.

I n aggregate, these eight POUs have 1,014
megawatts i n dependabl e capacity, for a remarkable 36
percent planning reserve margin. But this aggregate nunber
i s skewed by including 375 negawatts from San Franci sco’s
Hetch Hetchy system while the peak |oad for San Franci sco,
peak nmunicipal load, is only 142 nmegawatts.

The inclusion of Hetch Hetchy hydro al so skews the
aggregate sources of energy supplies. Even in dry 2008, al
San Franci sco nuni ci pal demand could still be served by
Het ch Hetchy generation with 350 gigawatt hours to spare,

surplus energy nmade available for sale to other PQUs. For
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the other seven PQUs in this group, the majority of their
energy supplies canme from non-renewabl e bilateral contracts
or fromutility-controlled fossil resources.

Azusa, Colton, and Banni ng have a | ong history of
service in their cities. Al three, years ago, acquired
smal | shares in Hoover hydro, Palo Verde nuclear, and coal -
fired San Juan unit 3. Colton has a 10 negawatt share in
Magnolia, and al so has a 43 negawatt gas-fired peaker naned
Agua Mansa. And Colton also has landfill gas to burn at a
stand-al one facility. Azusa and Merced have contracts for
w nd energy from Sol ano, and Azusa will soon be getting
energy fromthe new Garnet H Il wind project near Palm
Spri ngs.

There are 17 POUs with annual peak |oads |ess than
30 negawatts. Sone have |arge, but sparsely settled service
territories, such as Trinity, Lassen, Surprise Valley, Anza
Electric, and Needles. Most are relatively new -- nobst very
small POUs are relatively new urban enterprises, serving
only selected areas of their cities; Corona, Mreno Valley,
Rancho Cucanonga, Gty of Industry, Cerritos, Victorville,
Hercul es, Port of Stockton, and Pittsburg, which serves the
mare |sland comunity of Vallejo.

For 2009, the sum of forecast peak |oads for this
group is only 211 negawatts, equal to 1.2 percent of all PQU

peak loads in California. Wen the planning reserve margins
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are addi ng, which are not always 15 percent in this group,
the total peak requirenment for 2009 is 231 negawatts. |If
all these POUs used a 15 percent planning reserve margin,
their conbined firm peak requirenent would be 12 negawatts
hi gher; 243 megawatts. |In their resource adequacy filings
to the Energy Comm ssion this year, one firmcapacity
procurenent total ed 240 nmegawatts, one negawatt hi gher, and
anot her 18 negawatts was set to be purchased under short-
termcontracts or in spot markets. As a group, they are
resour ce adequat e.

Uility-owned fossil resources are far | ess conmon
anong very small utilities, but there are sone exanpl es.
Corona counts on 14 negawatts fromthe 30 negawatt
Cl earwat er Cogen conbi ned cycl e plant.

Cerritos owns a 13 negawatt unit-contingent share
of Magnolia, a share that does not cover all of its 15
megawatt forecast peak |oad, but does produce nore energy
than Cerritos needs over the course of a year. So Cerritos
relies on the trading desk of Shell Energy North Anmerica for
addi ti onal energy purchases during peak hours and sal es of
surplus energy during off-peak hours.

Sone bilateral supply contracts are relatively
open-ended. The Gty of Industry has an evergreen supply
contract with Senpra that renews automatically nonth-to-

month. For Industry, Senpra purchases up to two negawatts
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in spot markets to supplenent a three negawatt flat bl ock
contract.

Several PQUs, very small PQUs in this group, rely
on federal agencies for the business of resource planning
and generation supply.

Western provides full energy requirenents,

i ncludi ng scheduling, for Lassen, Trinity, Pittsburg, and
Shel ter Cove. The Phoeni x office of Western provides nearly
t he sane energy needs for Needles. And the Bonneville Power
Adm ni strative supplies all the electricity needed by

Sur prise Vall ey.

In 2008, short term and spot market energy
pur chases accounted for 4.5 percent of all energy
procurenent in this group, which is conparable to averages
for larger utilities.

For renewabl e energy, Rancho Cucanobnga recei ved
ei ght gigawatts hours fromlandfill gas contracts in 2008
and expects an increase to 30 gigawatt hours this year.

O her than that, it’s pretty much the large hydro in Wstern
and BPA portfolios that is counted as renewabl e energy by
t he smal | est POUs.

| would i ke to finish this assessnent by
accenting the positive aspects of PQU resource plans and
resource adequacy. This year we received filings from50

PQUs, counting DWR, and all ten nenbers of the Power Pool at
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NCPA. Cetting these filings fromall the smallest POUs was
no smal |l acconplishnment. This effort at conpl eteness,

t hough, shoul d give confidence to the conclusion that PQOUs,
| arge and small, are acting prudently and responsibly to
procure adequate supply resources that maintain current
reliability standards and at the same tine address inportant
energy policies.

The Energy Comm ssion is nonitoring and reporting
progress in these areas, progress than can be nore diverse
than uniform nore lunpy than linear. Staff is commtted to
conpleting this assessnent, with a report nmade available in
m d- Septenber. And we | ook forward to continuous
i mprovenent and efficiencies in collecting forecast |oad and
resource data that can usefully be categorized,

di stingui shed, and conpiled for these purposes.

Wth that, | hunbly invite questions and comments
fromthose -- first fromthose who are here, in Hearing Room
A, at the Energy Conm ssion.

Pl ease cone to a podium a m crophone, and
identify yoursel f?

M5. DI XON:  Gena Dixon, with Southern California
Edi son. M question is, on the conclusions and next steps
you indicated that 50 POUs had provided resource adequacy
pl ans, how many have not, what’'s the total nunber?

MR. WOODWARD: None, they all provided.
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M5. DI XON: That’'s -- okay, thank you.

M5. TRELEVEN. H, |I'’m Kathy Trel even --

MR. WOODWARD: Coul d you turn the m crophone on or
speak cl oser?

M5. TRELEVEN: How about this?

MR WOODWARD: G eat.

M5. TRELEVEN: |1’m Kathy Trel even, from PG&RE. And
| wondered if you could tell nme alittle bit nore about the
| oad forecasting conmponent of the various PQU forecasts? |Is
the work that you presented here all fromtheir own | oad
forecasts; and are you seeing sone of the discrepancies or
the differences of opinion between the staff forecasts and
the utility forecasts that we’'re working on with the Energy
Commi ssion, on the | OU side?

MR, WOODWARD: Yes, we did expect the | oad
forecasts on the supply fornms to match the demand data that
was provided on the demand forns for the |arger 15 POUs.

And for the smaller POUs, they were exenpt fromfiling any
demand forecast data, so long as they provided us with the
year - ahead resource adequacy data and historical data,
hourly data.

So we did not have that -- that cross-check for
the smal | er POUs.

But where we did conpare the |oad forecasts for

the larger POUs wth the Energy Conmm ssion | oad forecasts,
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we did not see any discrepancies that are noteworthy.

MS. TRELEVEN: Thanks. And in addition, and maybe
you don’t know nuch about this, but on the utility side, or
on the 1QU side, in general |1'd say that the C zone forecast
tends toward a lower growh rate, for exanple, than the
utilities, for several reasons and we're working through it.
Have you had a chance, yet, to | ook at the Energy
Comm ssion’s own forecast of nuni |oad growth and does it
have any differences?

MR. WOODWARD: Just what we’ ve presented here.

M5. TRELEVEN. Okay. Thanks very nuch.

MR. WOODWARD: Any ot her conments here, in the
hearing roon? If not, we can open this up to anyone on
WebEX.

M5. KOROSEC:. Actually, we'll start --

MR, WOODWARD: Ch, |I'msorry.

M5. KOROSEC. -- with Craig Lewis, on WbEx, since
he indicated earlier he had a question.

MR, WOODWARD: Thank you.

M5. KOROSEC. Craig, your line’ s unnuted, if you
want to ask your question.

MR LEWS: Yes, hi, can you hear ne?

M5. KOROSEC: Yes, we can.

MR LEWS: Okay. M questionis with respect to

the renewabl es forecast com ng online, when you | ook at the
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forecast that the 10OUs are making so nmuch of the energy

that’s being contracted is dependent on very | arge

transm ssion build outs, which are likely to take decades to

actually be built out. And I’mwondering if the same kind
of potential delays and added tinefranes exist when
referring to the POU-contracted renewabl e energy?

MR. WOODWARD: Yes, |'msure that potential is
there and that’s why for the renewabl e energy slides we
focused on the near term through 2011, for projects that
are clearly specified under contract and, in nmany cases,
underway or under developnent. | think those are much
| ess -- have much | ess uncertainty.

MR LEWS: And could you also clarify, many of
the charts showed a difference between the POU -- the

negati ve PQU-eligi bl e renewabl es and then TEC eligible

renewabl es, and is that -- that was a pretty stark
differential. The TEC-eligible renewabl es were
significantly lower. 1In other words, the POUs were mnuch

| oner percentages of renewables with respect to delivered
energy than what the POUs were self-allocating, | guess is
the way to say it. And |I’mwondering is that partially
dependent on the estimates of when transm ssion would be
available? In other words, is this big differenti al
dependent on transm ssion or what’s driving those

differential s?
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MR. WOODWARD: No, transm ssion is not involved in
this differential between what’s called POU qualifying and
Energy Conmmi ssion eligible for renewabl e energy.

The difference is in the counter-conventions that
by State |aw the POUs are authorized to do, and we tried to
i dentify what those conponents are, you know, fromlarge to
smal | these are the factors of what would count as PQU
qual i fying energy, that wouldn’t count as Energy Comm ssion
el i gi bl e.

MR LEWS: Ckay. If I could just followwth the
guestion, ny specific question that |I originally typed in
was regarding slide eight, which shows -- are you all still
t here?

MR WOODWARD: Yes. Yes.

MR LEWS: Oh, sorry. Slide eight, which shows a

pretty -- a pretty |low growh of renewabl es, because it says
“contracted renewables.” So |I’m wondering how nuch of that,
out there in the 2010 and beyond, is likely to -- is

actually likely to happen given the significant constraints
on transm ssions, all that that | nentioned before?

MR. WOODWARD: The key word in that question is
probably likely, and there are uncertainties. | nean, there
are unspecified contracts in that category, nore farther out
intinme. And sone of those probably do depend on

transm ssion construction or a change in transm ssion rights
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and agreenents for existing transm ssion resources. | can’t
say w thout know ng nore about specific projects.

MR LEWS: |Is there an analysis that shows
transm ssion constrai nts and dependenci es that one can refer
to, that analyze that a little bit deeper?

MR. WOODWARD: There may be in the RETI process.
|I’d refer to that, in a different proceeding.

MR LEWS:. Geat, thank you.

M5. KOROSEC. Jim Stewart, you indicate you have a

guesti on.
MR. STEWART: Hel |l 0?
M5. KOROSEC: Hell o?
MR. STEWART: Hi, can you hear ne now?
M5. KOROSEC: Yes, we can.
MR. STEWART: All right, very good. This is Jim

Stewart fromthe Energy Cormittee of Sierra C ub,
Cal i forni a.

And | wanted to raise the question of whether any
of the POUs are doing sonething simlar to what San D ego
Gas and Electric is doing in terns of utilizing the
energency back-up generators to neet peak power |oads? |
don’t know if you're famliar, but | understand that a
conpany called Internock has contracts wth about 25
nmegawatts of energency back-up generators that can be used

to provide peak power for San Diego Gas and El ectric.
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And it seens to ne that this is really a great
win/win situation because we need these energency back-up
generators which, as you well know are in many cases, old
diesel, dirty engines without filters. And the beautiful
thing about this Internock is that they pay for the
utilization -- installation of these particle filters,

saving health issues, as well as then providing this back-up

power at |ess power -- at less cost than it would cost for
the utility to put in a new peaker. Are you going to -- can
you -- how do we raise that into the resource planning

process for all of the POUs and, of course, all of the I OUs?

MR. WOODWARD: Well, thank you for the question.
I’mnot famliar with that use of energency back-up
generation by San Diego. | don’t know of anything simlar
that the PQUs are using.

But | woul d suggest that nost |ikely those types
of emergency back-up generators are nore appropriate for the
di stribution where key end-use | oads, such as hospitals, and
other key facilities, balancing area, control roons need to
have continuous electric power, and there are outages for a
vari ety of reasons, not just supply adequacy. But in the
distribution systemthere may be 1.4 average outages per
year, but it’s quite variable across the State.

But the peakers and capacity reserves we're

| ooking at here are grid-connected and at a | arger scale.
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MR. STEWART: Well, in actuality, that’s how they
work in San Diego is that they are grid connected, and that
is what -- but they' re renotely controlled by the control
center of Internock of which, you know, is in constant, 24/7
communi cation with San D ego Gas and Electric so they can
bring these things on in a couple mnutes.

Anyway, | guess the question | have is that who,
in the CEC, is looking at this and who should | be in touch
w t h?

MR. WOODWARD: | don’t know. But please send your
coments in and | et us know.

MR. STEWART: Al right, will do. Thanks.

M5. KORCSEC:. Al right, the lines are open, is
t here anyone el se on WebEx that would like to ask a
guestion?

Any questions?

MR, MLLER Hello?

M5. KOROSEC: Sorry, we had the lines m xed up.

MR MLLER Hello, thisis TomMIller, from PGE.
Can fol ks hear ne?

MR WOODWARD: Yes. Hi, Tom

MR MLLER Hey, hello. Jim | want to thank
you, this is a very informative presentation

MR. WOODWARD: Thank you.

MR MLLER | would like to ask a coupl e of
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guestions. In your investigative work did you get any
insight as to the devel opnent of energy efficiency prograns
and demand response prograns by the POUs?

And ny second question would be if the CEC has
consi stently done sort of regional outl ooks statew de, and
then the 1SO, and I’ mwondering if you expect to take what
you | earned and to give us sone -- you know, and translate
that into, say, nore geographic and physical outlooks that
the CEC nmay be doi ng?

In particular, it would be very instructive, you
know, for reliability needs to understand the transfers from
capacity between the balancing authorities within the State.

And so if you could comrent on that, I'd
appreciate it very nuch.

MR. WOODWARD: Two great questions, Tom thanks.
First, about energy efficiency, we had a |line on the supply
forms, as you probably know, for unconmtted energy
efficiency, nuch like the categories that are well-defined
for 1 QU procurenent proceedi ngs.

Most publicly owned utilities have built energy
efficiency into their | oad forecast, as they presented it to
us in these filings, although SMJD did have significant
future year energy efficiency listings, as did LADW. But |
don’t have any quantitative data to present here on that, we

can do that in the report.
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We did also code the data by control area, by
bal anci ng authority area, and hope to do sone aggregate
sumaries in that respect.

The transfers between bal ancing authority areas is
not sonmething that, for us, is easy to identify in the
resource plan filings. That's probably nore -- probably the
inter-tie, hourly data would be a nore useful area to |ook
at that.

But the one area that surprised nme nost, and kind
of delightful, was the contract that the Gty and County of
San Franci sco has with PGXE for banking energy. According
to the Breaker Act of the U S. Government, 1918, San
Francisco can’t sell, to an investor-owned utility, the
electricity fromHetch Hetchy, but it can be banked by P&E
for later distribution to the City. Because they're peaking
generating capacity is often larger than their demand. And
they can also transfer and sell to Mddesto and Turl ock,
which they tend to do nore often.

And in ternms of balancing authority, it’s not
cl ear where their high voltage transmssion is, it sort of
connects to both, starting with Cal-1SO where it joins PGEs
Newar k sub

So those are good questions, but this kind of data
probably doesn’t get at the balancing area transfers.

But | did want to raise and allude to the
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inportance of reliability studies, that would still be quite
useful, sonmething that PG&E, and especially Antonio Al varez
has been chanpi oning for several years.

MR LEWS: This is Craig Lews again, can | ask
anot her question?

MR. WOODWARD:  Sur e.

MR LEWS: There's been a Iot of focus on
whol esal e di stributed generation, which is the 20 negawatts
and under distribution inter-connected renewabl e energy
generation, and the 10OUs have all put applications with the
CPUC for whol esal e PG photovoltaic solar projects, and as an
application which was recently approved by the CPUC. And
then SMJUD has followed with a feed-in tariff programthat’s
ainmed at five negawatts and under, all of it being whol esal e
PG

And | assune that this wave of focus on whol esal e
PG that’s really getting around these transm ssion
constraints, is going to catch up with the POUs pretty
qui ckly here.

s this something that -- is the SMJD focus on
whol esale PG is that sonething that was reflected in any of
the data that you presented today?

MR. WOODWARD: Well, there is one conponent that I
t hought was quite interesting, where SMID is planning to

devel op a central solar array near the Rancho Seco facility
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and to sell shares, so that those solar facilities would be
cust oner owned and counted as distributed generation, but
the utility would retain the renewabl e energy attributes for
counting purposes. And yet, that would be custoner owned

di stributed generation.

That’ s one of those areas where it’s hard to --
when we’re witing forns and instructions, to create or find
definitions that are clear and conpelling across all sorts
of | oad-serving entities and other jurisdictions.

MR LEWS: Yes. WlIl, SMJI recently announced,
it was just within the last two or three weeks, announced a
100- nregawatt feed-in tariff programthat they expect to
fulfill 100 nmegawatts in the order of one to two years, is
nmy under st and.

So maybe you haven’t seen that announcenent, but
it's a --

MR. WOODWARD: No, | haven’t, sir. Thank you.

M5. KOROSEC: |Is there anyone else online with a
gquestion?

MR, WOODWARD: Wonderful. Thank you all for
listening, those of you on WebEX.

And now, if we have Valerie Puffer online, 1'd
like to introduce Valerie, fromd endal e Water and Power,
for a different perspective.

M5. PUFFER  Ckay, hi. Can everybody hear ne?
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MR. WOODWARD: Yes, we can, thank you

M5. PUFFER. Ckay, hi. As Jimnentioned, |’ m
Val erie Puffer, 1’"mthe Power Systens Anal yst at d endal e
Wat er and Power. Thank you very nmuch for allowing ne to
make comments today on behalf of the Cty of d endale.

| also wanted to tell you, while you' re here and

everyone was around, | wanted to thank the CEC staff for
hel ping us -- kindly assisting us in deciphering the
regulations in order to nmeet our filings as well. You guys

have been very hel pful.

Let’s see, Aendale’'s a publicly owned utility.

We have definitely a commtnent to our custoner/owners to
provide reliable power -- reliable power and water at
reasonable rates. W have a diverse portfolio of resources.
W’ ve got coal, natural gas, landfill gas, w nd, geothernmal,
and hydroelectric. And we are continuing our efforts to
procuring renewabl e resources.

G endale is located in Southern California. W
provi de service for over 83,000 electric and 33,000 water
cust oners.

Qur peak for 2008 was, as you nentioned, about 306
megawatts. We reached 336 in 2006.

A endal e’ s custoners are nostly residential, but
about a third of our power consunption is fromlarge

commrer ci al .
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So in looking at the resource adequacy and
el ectric resource plans, | wanted to make a few comrents for
the CEC to consider; is to keep flexibility in regulations
when dealing with the POUs; consider that our |ocal
generation is definitely needed for reliability and
stability of our whole system

The pl ant does hel p neet our planning reserve
obl i gati ons.

You mentioned on slide 15 that the PTUC
jurisdictional PUCs can only count biomass conbustion as
renewabl e energy if the facility does not use fossil fuel.
This is inportant to POUs to keep dual fuel facilities; this
is our natural gas and landfill gas units as eligible for
RES renewabl e requirenents.

Al so consi der, when nmeki ng regul ati ons and
requirenents for POUs and larger utilities, also, is the
rate inpacts and staffing to neet those regulations. It’s
becom ng a problemto constantly report a ot of very
detailed information that is required to cone out of our
offices, we don’t have a |lot of staff to do that.

Continue to work on stream ining the reporting
requi renments, work with FERC, WECC, and CIA to all ow
reporting of the sanme information one tine only, and not
mul tiple tines.

And again, those are ny comments, thank you very
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much.

MR. WOODWARD: Thank you, Valerie. And again, |
thank you for working with us over this several nonths on
the correcting our understandi ngs and getting the data right
on the supply plan.

|’ ve often thought of the PQOU resource planning
staff as sort of our unpaid consultants in this project.

M5. PUFFER:  Thanks.

MR. WOODWARD: Are there any questions on WbEX or
fromthose of us here in the roomfromd endale, for Valerie
Puffer?

You did make a coment about trying to mnimze
the duplicate filing requirenents and we hear that |oud and
clear, and take that very seriously. W did |look this tine
to allomng an alternate filing format, using the WECC
formats that bal ancing areas provide to the WECC, and we did
get two filings from Reddi ng and Burbank that way, that are
in some ways nore detail ed.

But what those filings didn't have was the S5
forms for bilateral contracts and they didn't identify what
counts as renewabl e energy or collect the data on retai
sales. It was nore of the strict engineering and
electricity, and capacity needs.

M5. PUFFER R ght.

MR, WOODWARD: So we did have to -- pardon ne?
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M5. PUFFER  The greenhouse gas report
requi renents are very detailed and they m ght -- what we
send to the Air Quality Resource Board, they m ght actually
nmeet the needs because they are very detail ed.

MR, WOODWARD: Very good. And | would hunbly
point out that in nmany ways we’'re collecting data at the
10,000 foot level for the big picture of trends. The data
we're presenting here is not for auditing or verification
pur poses, we didn't ask for settlenent quality data, which
is often difficult for sonme utilities to acquire from
different departnents and the tinefranes invol ved.

M5. PUFFER: Correct.

WOODWARD:  Thank you, Valerie.

PUFFER. Thank you.

2 5 3

WOODWARD:  And now |’ m very happy to introduce
Brad Parker, fromthe Los Angel es Departnent of Water and
Power, and we’'re glad to have him here today.

MR. PACKER  Thank you very much, Jim

|"d like to say that ny nane’s Brad Packer.

MR. WOODWARD: Brad Packer, I'mso sorry, | knew
t hat .

MR. PACKER. And | have a nanetag right here that
you guys nmade for ne. Thank you very nmuch for doing that.

| work at the Departnment of Water and Power for

the Gty of Los Angeles. M responsibilities there are to
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manage our Whol esal e Energy Resource Managenent area, or

soneti mes known as whol esale marketing, it’s been known in

t he past as bul k power.

Qur responsibilities in this section is to nmake

sure that DWP al ways has sufficient energy and capacity to

nmeet its custoners’ denmand, and that’s what we do on a day-

by- day basi s.

| appreciate the opportunity to be able to cone

out here and take a | ook at your presentation that you’ ve

made today, and | hope that | can make a couple of conments

that wil

| both enhance and clarify it.

But like | say, we are very happy to participate

and we appreciate this opportunity.

your sli

| wanted to know if | could take a | ook at sone of

des and nmake sone comments on them and perhaps we

could take a |l ook at slide nunber 6 to begin wth?

And this is the slide that has POU capacity

addition since 2004, and you did go ahead and nention one of

our Haynes conbi ned cycle repowerings that we did.

We al so have a variety of other additions that we

have nade over this tineframe, and as | went ahead and

count ed

t hem up, we actually have ten new projects. The

majority of those new projects are renewable. And these

projects add up to an increase in capacity of 534 nmegawatts

overall,

and of those 361 negawatts are renewabl e projects.
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Also during this timefrane we retired sone units,
and this had to do with the Mjave Coal Generating Station,
of which DW owned a 270-negawatt share. And that happened
at the end of 2005. So we did go ahead and reduce our
capacity by 270 negawatts.

And as we go to the next slide, which is slide
nunber 7, this tal ks about the planned PQOU capacity
addi tions, nostly renewabl e.

And | guess ny conment is, again, | want to go
ahead and tell a little bit about sone of the projects that
we do have both planned and that are comng online in 2009
and 2010.

We have 11 new projects. And if you would have
put those all on this slide of course there wouldn’'t be room

for everyone else and that wouldn’'t be fair to everyone

el se.

But we do have over 1,000 negawatts of projects
pl anned and there's, like | said, 11 new projects. Exactly,
it’s 1,116. And these have -- these are quite a few w nd

projects, but we also have sone solar projects conmng on in
this tinmefrane.

The next slide | wanted to address is slide nunber
13. And in this slide, and al so slide nunber 14 and 15, and
we had one of the questions asked regarding this, and I’'m

goi ng to bounce around between these three slides. So if we

Cdifornia Reporting, LLC 55
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

take a |l ook at the next slide, which is 14, and this slide
shows the difference between what the California Energy
Comm ssi on considers as qualifying and what the POUs

consi der as qualifying.

And this one, you know, it puts the POUs in,
woul d say, maybe a little bit of a poor |ight by saying,
well, it looks |ike you guys are counting renewabl e
resources that we don’t consider qualifying.

And | wanted to talk a little bit about
specifically DW and the differences between what are
qualifying for both of our utilities, for ours and for the
CEC.

And there’'s six particular facilities that DW
counts as qualifying, that the CEC does not consider, and
|’d like to just describe these just for a nonent. And you
had actually described sone of them also.

The first one, the first three, actually, are
al ong our aqueduct system and they are our CGorge plants. As
everyone knows, the 30-negawatt and bel ow is consi dered
smal | hydro. W have these three units and they' re rated at
37 negawatts, so which is very close to 30.

You did also tal k about our |arge hydro, and so
DWP counts | arge hydro as actual large facilities, and these
are the Hoover facility, which we have al nost 500 negawatts

of capacity out of that plant, and then our punped storage
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in Castaic, which you also nentioned, Jim and that’s about
a 1, 200- negawatt .

So on those scal es of between small and | arge,
those three Gorge units, at 37 negawatts, we do count as
smal |

The next two facilities are al so al ong our
aqueduct system and they’ re Power Plant One and Power Pl ant
Two. Power Plant One has four units, the |largest being 27
nmegawatts, and that plant sunms to 76

So all of the units in there are under 30
megawatts, however, since they're within the sane buil ding
the CECwill classify that as a facility and, therefore, be
a |l arge hydro.

The second one is the Power Plant Two. That has
three units and they' re rated at 18 negawatts each, for a
total of 42. And again, for the sane reason, we count those
i ndividually as small| hydro.

And then the nunber six, the sixth one that is a
difference here and that, again, you had referred to, is
our -- the agreenent that the Departnent of Water and Power
has with the City of Los Angel es at our Scattergood
Generating Station.

And the Scattergood CGenerating Station sits next
door to the Hyperion Sewage Treatnment Plant, and in 1985 DWP

made an arrangenent that they would go -- that the sewage
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treatment plant was having difficulty in dealing with the

di gester gases associated with the sewage treatnent process,

and so DWP said, well, we have our units just right next
door, we’'ll go ahead and burn that gas in our Scattergood
facility.

And so we, DWP counts the renewabl e di gester gas
portion of that generation as renewabl e.

W do plan, within about four years, to go ahead
and have a separate facility at the Hyperion Sewage
Treatment Plant to go ahead and put in new generators, and
you’ d al so tal ked about that.

And so for us, as we see right now, we’'re burning
t hat digester gas and counting it, but CEC says, well, you
can’t really count that until you go ahead and burn it on
site.

So those are just sone subtle differences of the
way that DWP takes a | ook at the renewabl es.

O her than that, all of our renewabl es are counted
in the sane manner as the CEC

Al so, back on slide nunber 13 -- thank you.
want to talk a little bit about the Departnent of Water and
Power’ s renewabl e portfolio standard and their goals.

In 2003, it was the first year we began neasuring
our renewabl es and we had three percent. And in 2008, our

power content |abel shows that we have ei ght percent.
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And in this slide it shows that we have 5.5
percent. And those differences between the 5.5 and the
ei ght percent are what | just tal ked about with our six
facilities which are close to CEC qualifying.

DWP t akes very seriously the goals and, again, the
regul ati ons regardi ng neeting a 20 percent in 2010, which is
next year.

And we have, on this slide, a 35 percent goal by
2020, and that was accurate up to about a nonth ago, when
t he Mayor of Los Angel es, Mayor Villarai gosa, announced t hat
our new goal was going to be 40 percent by 2020.

So | just wanted to go ahead and provi de those
clarifying comments on that slide.

And you had showed, Jim on slide nunber 15, the
bi omass in the LADW, and | think | provided an expl anation
of those.

| wanted to end up on your |last slide, slide
nunmber 25, and DWP has heard that there are sone perceptions
in California that DAW will go ahead and purchase RECs in
order to nmeet our RPS goals, and that’s not correct with us,
and | wanted to go ahead and just read a sentence from our
renewabl e portfolio standard, which is our official
st at enent .

And it says that; “the LADW will not purchase the

renewabl e energy credit froma renewabl e resource w thout
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pur chasi ng the associ ated energy.”

And so we want to be very straight forward with
what we present as renewabl e energy, and that actual energy
t hat goes to our customners.

And just lastly, to close up here, | just again
want to say thank you for giving ne this opportunity. | did
make an arrangenent with Jim after this nmeeting, to go
ahead and provide additional information that wll go ahead
and clarify what sonme of our goals are, and clarify which
pl ants and renewabl e energy projects that we are pursuing,
and hope to establish a very close working relationship with
the CEC and the work that LADWP is doing.

Thank you very much

MR. WOODWARD: Thank you, Brad. W appreciate
your comrents and the information very nmuch, and | ook
forward to a continued information exchange.

Li ke the projects, we have no problem dedicating a
table just for LADW s projects, if that's appropriate.
mean, we mght be able to get themall on one page for
renewabl e projects.

Al right, I did want to clarify for those who may
be listening, that in using the ternms “Energy Conm ssion
eligible” and “PQU qualifying” | was just using the terns as
t hey were devel oped in the KEMA Consulting report, published

Decenber 2008. | was not trying to say that it shouldn’'t
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count or | was just trying to identify the differences since
there’s often some confusion anong POUs and | QUs about what
those differences in counting conventions are. And they can
change over tinme, as they have for all -- several categories
of LSEs.

So thank you very much for those coments.

Does anyone here have questions or conments for
Brad Packer?

O on WebEx?

MR MLLER Can | ask a question of Brad?
WOODWARD:  Yes, go ahead.

M LLER: Can fol ks hear ne?

2 3 3

WOODWARD:  Yes. Could you identify yoursel f?
MR MLLER Sure. Thisis TomMIller, wth PG&E.
And | would, if it’s okay, I'd like to ask Brad or Jim and
you may have spoke to this earlier, Jim and | may have
m ssed it, but my question is regarding the -- sort of the
counting of the intermttent type renewabl e resources
towards neeting your capacity requirenents, and getting
sonme -- what |I'’masking for is some insights as to if
there’s a net hodol ogy, or the -- you know, discounting
towards a dependabl e capacity fromthe installed?
MR. PACKER I'll go ahead and start this, and |
think Jimnentioned this a little bit in his presentation.

DW will take a look for -- and this is particularly
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regarding wind facilities.

DWP has reviewed over 20 studies that have been
done over the last 10 to 15 years of defining what
dependabl e capacity of a wind facility is. W know that for
alot of wnd facilities that the capacity factor of the
energy generated is usually about 30 percent, sonetines 32,
33 percent, sonetines a little bit bel ow 30 percent.

And, however, that doesn’t nean that when a
utility is experiencing its peak demand during the day that
we will get 30 percent of the capacity out of that w nd
facility.

At this point DW, which has gotten a lot of its
gui dance fromthese studies, is now counting ten percent of
its installed capacity.

| think, Jim you had nentioned our Pine Tree Farm
is rated at 120 negawatts. W're currently counting ten
megawatts of that as -- or excuse ne, 12 negawatts of that,
which is ten percent, as dependabl e capacity.

What we are doing, though, as we get nore
information and getting nore history fromthe wind plants
that we do have ownership in, is we will be making
adj ustnents as we get nore information.

But as we begin our relationships wwth the w nd
farms that we're starting a little bit conservative, and as

we get nore information we may go ahead and change that.
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MR. WOODWARD: Thank you, Brad.

This is JimWodward. | would add to that, just
fromother utility filings, Redding did not have a di scount
for their wind energy because they had a shaping and firm ng
contract on top of that, so it nmade good use of transm ssion
resources, as well as hel ping Redding neet its firm peak
| oads, which of their | ow capacity factors in Redding, high
air conditioning loads in the sumer. So that’s one nethod,
by using firm ng and shaping contracts to integrate
renewables with the help of all the utilities outside
Cal i forni a.

SMUD takes wi nd energy fromfacilities that are
actually in Cal-1SO and export it to the SMJD Western
Control area, since the Solano wind farmis west of river,
west of the Sacranento River. And as SMJUD intends for that
facility to grow, providing nore energy, they see a value in
addi ng the punped storage facility at lowa Hll, 390
megawatts, to better integrate the w nd.

Because on the hot -- the hottest of sunmer days
here, in Sacranmento, it’s sonetines dead calm But when
there is such a high tenperature we devel op a heat | ow and,
fortunately, many days we’'ll get a Delta breeze that wll
eventual ly cool things off at night.

But there’s just enough difference in tinme between

when the Delta breeze reaches the Sol ano wi nd farm and when
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t he peak | oads hit the Sacranento Metropolitan area, that
SMUD sees a value in being able to store that energy from
one peak generating period to the next day’s peak | oad.

MR. PACKER And, Tom this is Brad Packer again,
|”d like to add one nore comment.

We usual ly tal k about the dependabl e capacity of
the wi nd, however, we also are having a |l ot of investnent in
new solar facilities. And the studies that we have done
show that as you take a | ook at the output of a typical
photovoltaic facility and overlay that with a demand curve
of our utility, we'll note that the solar facility peaks
between two and three hours prior to the peak of our denand.

And we are currently doing studies to find out how
much of that solar facility will be avail able during our
peak, and those studies are ongoing.

MR. M LLER  Thank you, Brad and Jim both, that’s
very helpful. And it’s good to know that the POUs are kind
of westling with the innovation issues, as well.

And I'’mgoing to put on ny, the WECC hat right
now, | work -- | chair a working group there, and | just
want sort of a heads up, there are sone really, in ny view
sone very good work going on at WECC under a vari abl e
generation subconm ttee, headed by Brad Nichols, that is
working on a |lot of these issues. You know, globally, you

know, states to the west. And | just wanted to nention that

Cdifornia Reporting, LLC 64
52 Longwood Drive, San Rafael, California 94901 (415) 457-4417



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

because | think it’s a good forumfor both the CEC and PQOUs
to follow too.

So thank you, again, for the explanation, it nakes
sense to nme what you’'re saying. Thanks.

MR, WOODWARD: Very good, Tom

Do we have other questions or comments on the
WebEx?

Well, if not, | thank you again for listening and
participating, especially thanks to Valerie Puffer, at
A endal e, and Brad Packer, here from Los Angel es Depart nent
of VWater and Power.

W | ook forward to other comments, fornmal and
informal, as listeners and participants nay wish. And we
| ook forward to having this report done very soon. And
there are many other activities, workshops, and proceedi ngs
still ahead for the 2009 Integrated Energy Policy Report, of
which this is just a part.

And with that, we’ll conclude today’'s staff
wor kshop.  Thank you.

(Whereupon, at 10:44 a.m, the Staff

Wor kshop was adj our ned.)

--000- -
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