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Vulcan Power Company and Silvan Power Company (“Companies”) appreciate this opportunity to provide these written comments to the Renewables Committee regarding the three guidebooks for and issues associated with implementing the RPS
.  We especially appreciate the extension of time until Feb. 13, 2004 to file written comments, afforded to parties by Commissioner Geesman at the February 5, 2004 hearing on this topic.  Our comments are provided in three categories 1) Specific Response to questions posed in the Hearing Notice Appendix A for the February 5 Hearing 2) Comments and clarifications specific to the three guidebooks as currently published and 3) Response to comments made at the hearing.

Specific Response To Questions Posed In The Hearing Notice (Appendix A) 

Certification Process—The Companies support the process as written, but item 1.c should be clarified with respect to SEP payments associated with not-yet-certified facilities
.  In other words, will or will not SEP payments, otherwise payable, be held and set-aside for a project by the CEC, until all certifications are complete?  The same treatment of projects may be provided relative to SEPs while waiting for final certification from the CEC.

Repower—with replacement value methodology, the valuation by an independent accountant should also include engineering analysis by a professional engineer.  This should insure that equipment is necessary and sufficient for the repowering and that new lifetimes are afforded the repowered facility.  Any repowered facility, to be eligible for SEP should include a non-token—i.e. significant-- increase in nameplate capacity, otherwise it is simply a refurbishment.  We suggest 15-20% as a minimum increase in a plant’s nameplate capacity to qualify as a repowered facility.  We look forward to assisting staff and the Committee in developing other necessary guidance relative to ‘repowering’ of facilities.

Biomass —The Companies suggest that invoices submitted for SEP payment NOT include all purchase manifest or bill-of-lading, since this level of documentation could overwhelm staff, and may reveal competitive market information, including specific fuel suppliers and prices.  We recommend simply requiring retention of those records by the facility, in auditable form, with some periodic spot checks by the CEC.

SB 67 and 183— The Committee should NOT develop approved contract types for out of state facilities different from in-state facilities.  That will further complicate the overall process, delay achievement of renewables development, and likely not achieve the intent, which we understand is to ensure the renewable energy is used within California.  Further, contract terms and conditions including product type and definition is being dealt with in an on going proceeding at the CPUC. Contract differentiation should be by product type not location.  Ensuring that the energy from otherwise eligible out-of state renewable projects is used in California can be accomplished more easily and less expensively without constraining the contract types for out-of-state facilities.  It is important to point out, as well, that IN-STATE renewable projects are neither more nor less capable of ensuring delivery of their output across, or in right of way adjacent to, transmission pathways or delivery points or schedules, than out-of state facilities.

Unit contingent contracts also do not readily provide for products other than baseload (such as intermittent, etc.)  and are not the only approach to baseload contracts.  For example, geothermal resources and facilities are typically managed on a ‘unit’ basis.  In other words the geothermal resource is managed to sustain the resource, even though it may be serving multiple facilities (i.e. power plants and units)—constraining contract flexibility for multiple units served by a unit managed resource may likely lead to perverse incentives contrary to good geothermal resource management practices.  Such limitations will almost certainly result in more costly achievement of the RPS and increased ratepayer cost.

California’s transmission grid, interconnected as it is to other states in the region, affords tremendous opportunity to tap into less expensive and more reliable baseload renewables in neighboring states, on the order of several thousand megawatts.  For example, baseload geothermal located in Oregon may be delivered along the Pacific DC Intertie directly into Los Angeles.  The following Figure from the CPUC Renewable Transmission Plan
 provides one example of delivery mechanisms into specific California locations from over 1000 MW of renewable facilities located out-of-state being developed specifically to serve the California renewables market.
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Certification Updates --We appreciate and support the change from 1 to 2 years for the certification update, and ask that it be emphasized in the Guidebooks that a project’s certification will be ‘automatically’ renewed if there are no material adverse changes.  Without that, project financing will become more onerous and expensive for all developers.

Demonstrable benefits to minority and low income ratepayers --We support the case-by-case approach for now, provided projects are treated in resource and product type basis in ‘batches’ within the SEP process, and that ‘future’ projects not be penalized for being later in the que.  Analysis should be performed on a resource and product basis to avoid confounding the analysis with mixed product types (i.e. baseload, as available, peaking) relative to benefits.  We support providing specific analytic and policy protocols and welcome the opportunity, should it arise, to work with Commissioners and staff in developing such protocols

Comments and Clarifications Specific to The Three Guidebooks

In general, we commend the Committee and Staff for developing a thoughtful and clear set of Guidelines as published in the Draft Guidebook.  We suggest here a few further clarifications to the New Renewable Facilities Program (NRFP—500-04-001D) and Renewable Portfolio Standard Eligibility (RPS—500-04-2D) draft Guidebooks.  We have no comments at this time on the Overall Program Guidebook.

NRFP—

p.2—first bullet under SB 1038 prohibitions on SEP, should be specific as to ‘existing’ as of a certain date.  Future long-term contracts with electrical corporations are the specific objective of SB 1038, while not providing supplemental payments for now-existing projects with contracts.  This provision should not inadvertently be read (at some unspecified future date) as to prohibit SEP for long-term contracts signed in, say, 2005.  This also shows up at p.7 first bullet under “Eligible Generation.”

p.8  Caps—We agree that it is inappropriate to set caps at this time, and agree that flexibility be afforded the Commission in setting caps if necessary to manage the funds, and that case by case in an appropriate approach for now.  We do strongly suggest that, if the Commission determines that caps are necessary and appropriate, that they be set on a product type basis.  Caps (e.g. in cents per kilowatt hour) for baseload resource types are inappropriate for intermittent or peaking type resources, and vice versa.

p.9 Invoicing re: Biomass—please see our comment above specific to questions posed in Appendix A to the Hearing Notice.

RPS—

p.14, eligibility, item 2.b)—Renewable project developers, whether in-state or out-of state, are more likely to have contracts to sell power to utilities, community choice aggregators, or other intermediates—not the ‘end user’ directly.  We do agree that it is appropriate for those subject to funding pursuant to P.U.C. Sec. 381 be the recipients of the power and benefits, but that the contract need not necessarily be ‘direct’ as the wording currently indicates.

Response To Comments Made At The Hearing

We take this opportunity to reply to two specific comments made at the Feb. 5 hearing.

1) Comments made by Scientific Certification Inc.  The Committee should ignore the comments made that suggest geothermal and biomass resources are somehow less worthy of consideration as renewable.  Indeed, because of the baseload and reliable nature of these specific renewable resources and their environmental benefits, they are and should be preferred resources.  Furthermore every state, federal, and international organization with credibility treat these two long standing, reliable, and baseload energy sources as renewable.  Individual projects within these, and any other renewable source, of course must meet applicable environmental standards of conduct.

2) Comments made by IEP.  Comments made at the February 5 hearing by Mr. Kelly representing the Independent Energy Producers are particularly troubling.  Mr. Kelly suggests that perhaps the renewable portfolio standard legislation should be repealed and California should ‘start over’—since the implementation of the RPS is overly complex, and there is no impending RPS procurement.
  We vehemently disagree and express our exceptional disappointment.  We believe that a degree of complexity is in fact warranted to correlate with the complexity of issues and overall electric system in California.  To compare the California RPS process to other states’ ignores the negative, albeit unintended, consequences of ‘simple straightforward’ implementation of RPS elsewhere.
  Further, and perhaps most importantly, the California electricity market, and renewables in particular, has waited a long time for the stability provided by SB 1078 and SB 1038.  The RPS process is nearly complete and about to provide promised benefits to California.  We should not be exposed to major “re-do’s” every couple of years because one or another party seem discontented with near term RPS results (such as gas-fired producers within IEP.)  We fully expect all of the IOUs to continue with reasonable procurements of renewable energy within or outside the RPS process, as evidenced, for example, by SCE’s interim renewable procurement RFP currently being finalized.  Neither the CEC nor Legislature should disrupt this process now that it is gaining significant momentum and is near to achieving its objectives.
Respectfully Submitted

Steve Munson
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�1) Renewables Portfolio Standard Eligibility Guidebook; 2) New Renewable Facilities Program Guidebook; and 3) Overall Program Guidebook for the Renewable Energy Program.


�  Hearing Notice, dated January 23, 2004, p.4 , Appendix A


� Electric Transmission Plan for Renewable Resources in California; Report To the Legislature; Prepared by the CPUC Energy Division December 1, 2003;  Appendix B.


� Mr. Kelly indicated that with SCE having announced they’ve achieved the numerical goals of the RPS, PG&E’s lack of credit worthy status excusing them from the RPS (at least for now) and SDG&E having completed a recent resource procurement RFP—there is no compelling need to move forward at this time.


� As only one example, while the RPS is Texas has successfully seen the installation of ~2,000 MW of new wind generation—it is unfortunate that the rush has seen those wind turbines dispatched off approximately 80% of the time with no environmental nor energy security benefits delivered to the Texas ratepayers.
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