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Women'’s Energy Matters (WEM) appreciates the opportunity to comment on electricity
infrastructure issues affected in 13-IEP-1D in general, and in the Southern California
Edison (SCE) Local Capacity Resource (LCR) Request For Offers (RFO) in particular.
This RFO represents the culmination of efforts by many stakeholders in many diverse
proceedings, from Long Term Procurement to efforts to close the San Onofre Nuclear
Generating Station (SONGS), to move towards a more sustainable energy resource mix.
For the first time there is an opportunity for Non-Generation Resources (NGRs) such as
Energy Efficiency, Demand Response, and Energy Storage to replace traditional
“spinning steel” type fossil fuel generation. For this reason, and because this initial effort

will be looked at as a test case, it is critically important to get this RFO right.

In general, both utilities and regulators know how to value and procure traditional
generation resources, if only because hundreds if not thousands of individual contracts
have been bid, negotiated and executed in recent years. This experience suffuses the
entire procurement process, where the lessons learned from previous solicitations,
negotiations and operations help shape how those resources are acquired today. It
would only be remarkable then if opportunities to improve did not exist in this initial open
solicitation pitting NGRs against traditional generation. WEM hopes that these
comments help to illuminate areas that can be improved in the current RFO, and thereby
accelerate the development of a mature market where NGRs can regularly compete with

generation.

There are four broad areas where the current RFO either does or may interfere with the
ability of NGRs to compete on an equal basis: inability of NGR providers to secure long-

term revenue streams via Power Purchase Agreement or similar contractual mechanism,
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the requirement for NGR bidders to already have projects in hand in order to bid,
exclusionary contractual requirements for insurance that are not scaled to the size of the
offer, and the apparent inability of NGRs to benefit from the locational premium that
should accrue from being at the customer end of the Transmission and Distribution

(T&D) grid.

Long Term Revenue. Properly controlled, NGRs can provide many of the same
products and services that are currently procured from traditional generators. Examples
of these products include capacity, energy, and load balancing. Traditional generators
are paid for these different products through Power Purchase Agreements, typically over
periods of 10 or more years. The RFO as structured does not treat NGRs in the same
manner. All NGRs are paid solely for capacity; value streams for energy and load

balancing services are excluded.

This “tilting the table” restriction places NGRs at a significant competitive disadvantage
compared to traditional generation. The total revenue achievable for a similar bundle of
grid impacts is far smaller for NGRs than it is for traditional generation, on both a total
remuneration and a Net Present Value basis. In turn, this artificial reduction in value not
only reduces the incentive for providers or aggregators of NGRs to respond to the RFO,
it also affects their ability to find financing. Where traditional generators can show a
multi-year pro-forma based upon a PPA to a potential lender, a provider of NGRs is
unable to do the same because of this choice in contracting methods. Incidentally, this
structure “up fronting” of payments is also not in the best interests of ratepayers either.
Even when the payments are spread over 5 years, ratepayers are significantly better
protected when payments are for actual delivered impact on an ex post basis as is

standard for traditional generation resources.
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The solution is relatively simple: the interests of ratepayers are best served if NGRs
have the option to enter PPAs in the same way that traditional generators do, both for

payment streams and damages incident to a failure to perform.

Projects in hand. The RFO requires an NGR provider to have the projects effectively
“on the shelf/ready to go” in order to participate, and further appears to restrict each
response to a single project site. Since this is the first time that NGRs have had the
opportunity to compete against traditional generation, it is unreasonable to require
potential NGR providers to have already fully developed potential projects prior to

submitting a response.

A more reasonable approach would be to allow NGR providers the opportunity to bid in
with the payment that they believe that they would need to deploy an NGR resource in a
given area. If selected, the NGR provider would have a certain period of time to meet
required milestones, much as a traditional generator would in building a power plant.
Since the payment would be tied to actual delivered projects, the risk to ratepayers is
minimal, particularly in light of the substantially faster cycle typical for NGRs. If selected,
the NGR provider would still need to cover all up-front costs associated with finding,
evaluating, and installing NGRs, but could do so secure in the knowledge that they had

both a buyer and a fixed price that made business sense.

Exclusionary requirements. Traditional Generators are big, with projects often taking
years to complete and costing tens or even hundreds of millions of dollars. NGR projects
can be quite a bit smaller and lower cost, both in total and in terms of dollars per KW.
While large multi-nationals such as Chevorn, Lockheed, United Technologies and others

are certainly prime candidates to provide NGRs through their Energy Sevices
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Companies(ESCOs), many potential aspirants to the NGR market are smaller California
contractors. While the requirements for level of insurance and other financial guaranties
are certainly appropriate for larger scale projects, they are both inappropriate and

exclusionary to smaller potential vendors who are looking to offer smaller contracts.

Beyond largely excluding smaller companies that are more likely to be local, the fact that
the requirements do not scale with size has another, presumably unintentional impact in
that it will have a disproportionate impact on disadvantaged business enterprises.
Companies that are owned by minorities, women, or disabled veterans are far less likely
to be able to get the levels of coverage appropriate for large scale projects, even if they
are able to provide coverage appropriate to the scale of the projects that they are likely

to propose. Effectively, these requirements exclude DBEs from this market.

Locational value. Beyond the requirement to have an access agreement, from the
language of the RFOs it is unclear how the need for generators to use an already
overburdened T&D grid will be weighed against distributed NGRs. There is absolutely a
value to having NGRs take load off of the grid in constrained areas such as Moorpark or
the Western LA basin. NGRs, by their nature, are typically located at the very end of the
T&D grid. Unlike resources that require an upgrade to the grid, they can actually reduce
the load in congested areas, increasing the capacity surplus without upgrades to the
existing infrastructure. In effect, if an NGR were to be offered in these areas at the same
price as a generation asset, the NGR would have presumably have a substantially
greater value to ratepayers because of the avoided need for a T&D upgrade that would
inevitably accrue to a generator placed in the Mojave Desert. The avoided costs

associated with the deferral of T&D expenditures should be included in any analysis.
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Moreover, because a T&D capital expenditure would be included in the Edison rate base
and benefit Edison shareholders for decades into the future, the potential for appearance
of conflict of interest is quite high in this situation. To maintain public confidence in the

process, Commission staff should carefully ensure that these avoided costs are included

in evaluating NGR proposals under this RFO .

In the end WEM believes that NGRs do not need a special carve out in the RFO process
in order to succeed, but they should not be subjected to a distorted procurement process
either. The interests of ratepayers are truly served when NGRs can compete with
traditional generation on an even playing field. The playing field embodied in the current
solicitation is far from fair to NGRs, but with the modifications listed above it could

become very nearly so.
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Respectfully submitted, /s/ Barbara George
Barbara George
Women’s Energy Matters



