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Wednesday, Decenber 2, 1998 1:12 o' clock p.m
PROCEEDI NGS

FACI LI TATOR GRI FFI N: My nane is Karen Giffin. |
am t he Manager of the Electricity Analysis Ofice here at the
Energy Commission. And | amgoing to be facilitating this
nmeeti ng today.

"Need" is not ny area of expertise, but we have
invited sone people on Staff who do have that experti se,
particularly -- where did he sneak off to, there he is -- Jim
Hof fsi s, who has been our resident need expert for a nunber of
years until he escaped to the Renewabl es Programrecently.

Sone of the other Staff people here today are the two
Di vi sion Chiefs over there in the corner, Bob Therkel sen from
Siting and ny boss, Dan N x, from Energy Information Anal ysis.

And sitting to ny right is the |lawer, our |awyer,
Jonat han Bl ees.

And sitting in the back fromny Staff is A Al varado.

Sitting next to him having |unch, you lucky dog, is
Rosel | a Shapiro, Conm ssioner Sharpl ess' Chief Advisor.

Ch, and there is MaryAnn M1l er, another one of mne,
back in the corner.

So | would like --

M5. SHAPI RO Terry?

FACI LI TATOR GRI FFI N: Par don?

M5. SHAPI RO Isn't Terry back there?
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MR EW NG Yes.

FACI LI TATOR GRI FFI N: Ch, hi, Terry.

Terry Ewi ng and Bob Haussl er.

VWhat | would like to do is for you all to introduce

yourselves first. And the purpose of the nicrophones is for

the recorder. |It's not for us to hear you, but so she can get
things on tape. It will help her if the first tinme you speak
you say your name. It will help her if you speak into the

m crophone. And it will help if you sit up at the table
rather than sitting back along the side in the peanut gallery.
So why don't we start right here. |If you could come
up?
MR RUSSELL: My name is Stu Russell, Russell
Associ at es.
MR, WOODS: My nane is Bill Wods, wth Cal pine
Cor por at i on.
V5. EDSON: Karen Edson representing the |Independent
Ener gy Producers Associ ati on.
MR, VEEI NBERG M tch Weinberg, Sunlaw Energy
Cor por at i on.
MR MOSS: Ri chard Mbss, PGEE.
SANDI FER: Frank Sandifer, PG&E.
FLEM NG Pat Fl emi ng, Senpra Energy.

ALVARADO Al Al varado, Energy Comm ssion Staff.

2 3 » 2

MUSSETTER: I am Bob Mussetter, Special Advisor



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

to Gray Davis for Comm ssion appoi ntnments.

(Laughter.)

MB. SHAPI RO Ch, do | get to nmake up who |

am too?

I am Rosel | a Shapiro, Advisor to Comm ssioner Sharpless.

MR. HCFFSI S: JimHoffsis, CEC Staff.

MR. O BRI EN: Terry O Brien, California Energy

Conmi ssi on.
EW NG Terry BEwing, CEC Staff.
M LLER: MaryAnn M|l er, CEC Staff.

Mc CANN: Ri chard McCann, M Cubed.

2 3 ® 3

VEATHERWAX: Bob Weat herwax, Sera Energy.

MR, THERKELSEN: Bob Therkel sen, California Energy

Conmmi ssion Staff.

MR N X Dani el N x, CEC Staff.

MS. LUCKHARDT: Jane Luckhardt, Elk H Il s.

MR, GORHAM Bi |l Gorham ENSR

FACI LI TATOR GRI FFI N: Ckay. And conming in in the

back is Melissa Anne Jones from CEC Staff.

MR, GRATTAN: John Grattan, Gattan and Gal ati .

MB. JONES: And Melissa Jones, Energy Commi ssion

Staff.

FACI LI TATOR GRI FFI N: Thank you for com ng today.

The reason that we're having this workshop i s because

the Energy Conmi ssion believes there is a problemwith what's

called the need cap in ER 96. And they would Iike to address
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that problem They want to address it in a way which is
| egal |y acceptabl e, which nmeets the Comnmi ssion's energy policy
goals and is also responsible to the community interests in
each | ocale where a siting project m ght be | ocated.

So what we were asked to do was to put out a Staff
paper | ooking at the various options of how this thing could
be addressed and to conme up with a recommendati on. And we
came up with a very general one.

I'"'massuning you all have a copy of the Staff paper

And the other thing | put back on the table was just,
if people like to play |awer, was the text fromthe
Warren- Al qui st Act which refers to siting and integrated

assessnent of need because that is the thing which we nust

satisfy.

When we devel oped the Staff paper we | ooked at three
options. | think we |ooked at three. |'mlosing count at
this point.

MR BLEES: W | ooked at three or four

FACI LI TATOR GRI FFI N: We | ooked at four. Thank you
Yes.

The first one was just to elimnate the need cap
just declare that it didn't exist, which seened to be the way
to cut the Gordian knot and just say, "Ckay, we know that we
want to not limt the nunber of siting cases which cone in."

There was a concern that that didn't actually neet
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9
the | egal standard of which we are required to address. And
so that was why Staff recommended agai nst that approach

The second one was to nodify the need cap based on an
updat ed demand- and-supply analysis. And when we sat down and
| ooked at the numbers --

Oh, nore people who are coming in. Please do sign in
and pl ease make your first choice of sitting at the table.
When you speak, please say your nanme and speak into the
ni crophone. And the microphone is for the benefit of the
recorder. |It's not for the benefit of us. So speak up for
us. Speak to the mcrophone for the recorder

When we | ooked at the concept of changing the
nunbers, for one thing you can't absolutely say that updating
the numbers woul d increase the |evel of need which was
identified. 1In 2007 it might actually decrease the |evel

W al so know that, because we knew where all the
parties were going, we thought this would be an engagenent of
peopl e fighting over nunbers with their thunb on the scale,
because they knew where it was they wanted to end up. W
didn't think that they would really be a very productive use
of anyone's tine to go through that activity.

So the third approach we | ooked at was nodifying the
rationale for the need conformance test. And that obviously
is the one where Staff would like to go. And we hope, in the

course of talking today, we can identify sone of the options
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about how that could be done.

The fourth one was to maintain the need cap until the
next Electricity Report is adopted, which would | eave us with
a probl emthe Comni ssion sees before it.

When we think about how | ong ER 96 night be in
effect, |'musing a working assunption of two years. That
woul d be 1999 and 2000. This is just an assunption, but you
have to make one. And we know there is going to be
consi deration about legislation for the Energy Commi ssion next
year. |f that got passed, it would becone effective in 2000
And then you would have to do sonething, which m ght take
during the period of 2000 to do, if there was still something
that had to be done.

So | am assum ng through the period of Decenber 31
2000 is the period we have consider as the pendency of ER 96
And this activity day is solely limted to considering cases
under ER 96.

The Energy Conmi ssion has enbarked on anot her
proceedi ng about how to revise the Warren-Al quist Act, howto
revise the whole process of looking at what it is that we do
and the siting. So | don't want to go off on that activity
here. | want to just focus on what do we do for the next
coupl e of years

Before | get started |eading a discussion, are there

peopl e who want to nmake opening statenments? And | did not
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receive any witten coments. Did anyone submit thenf
(No response.)

FACI LI TATOR GRI FFI N No. Does anyone want to nake

an openi ng statenent?
(No response.)

FACI LI TATOR GRI FFI N: No. Ckay.

I"d like to take just a little strawpoll. This is
just looking for numbers. |I'mnot trying to identify
organi zations at this point as to where people are on these
four options that we identified.

So anybody who thinks we should just do this option
("elimnate cap" witten on board). Two people from Staff

MS. EDSON: I'"mgoing to comment on that.

FAC!I LI TATOR GRI FFI N: Ckay.

V5. EDSON: I think the option, as it is put
forward, makes it appear that it is inpossible to support that
out cone because it's not legally justifiable. And yet your
option three clearly articulates a way that you could build a
rationale for the need cap.

So ny proposal would be to shift that rationale to
option one. |In that case | would support that option

FACI LI TATOR GRI FFI N: Ckay. But it's option one
with a rational e?

MS. EDSON: Wth a rationale.

FACI LI TATOR GRI FFI N: So it's very close to option
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three. It is option three.

V5. EDSON: No, it's very different from option
t hree.

FACI LI TATOR GRI FFI N: It is?

M5. EDSON: Yes.

FACI LI TATOR CRI FFI N: kay. Could you articulate
how you see the difference?

V5. EDSON: It islinmted to that option. Option
three has a series of different alternatives, several of which
my clients find very detrinental

FACI LI TATOR GRI FFI N: So it is "elimnate the need
cap" with a rationale.

V5. EDSON: Wth, right.

MR, RUSSELL: And you have anot her supporter

FACI LI TATOR GRI FFI N: So on the old we had two
peopl e who are being cute, okay.

MR MOSS: Ri chard Moss speaki ng.

We woul d al so support elimnating it with the
rationale and with a clear understanding there would be no tie
to another ER. It's just elimnated, period.

FAC!I LI TATOR GRI FFI N: Ckay. For the -- yes.

MR. MOSS: So the way it is stated, if you elimnate
the second part, that it is elimnated pending some future ER
that part we object to. But the idea of just elinmnating it

and expl aining why that is an appropriate path, as was just
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stated, we can support.

FACI LI TATOR GRI FFI N: You under stand we cannot do
that without a change of |aw.

MR MOSS: | don't --

FACI LI TATOR GRI FFI N: And that is not the subject of
this Conmi ssion workshop. It is just the pendency of ER 96
| understand conceptually what you're saying, but |I'm saying
for ER 96, as it stands today, one could not do what you just
sai d.

MR MOSS: Vel l, we believe the rationale has found
a way around that in terms of nore recent |egislation that
adopted an open market, if you will, for generation and that
t hat supersedes the now absol ute provisions of the
Warren- Al qui st Act you're concerned about.

FACI LI TATOR GRI FFI N: Okay. Recent |egislation
super sedes ER

MR MOSS: Wel |, and you stated that as part of the

rational e for nunmber three.

FACI LI TATOR GRI FFI N: Ckay. | just want to go back
here on ny straw poll. So we have decided we are going to
revise this one to be "elimnate need cap with rationale," is

going to be option one. This is a straw poll only. People in
favor of that?
(Participants rai se hands.)

FACI LI TATOR CGRI FFI N: Ten.
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Redo the nunmbers. Modify the rationale.
(No hands raised.)
FACI LI TATOR GRI FFI N: We have a | ot of nonvoters.
Do not hi ng.
(No hands raised.)
FACI LI TATOR CRI FFI N: And the rest of you aren't

here. Ckay.

And how many people did not vote? | just want to get

a body count here. How many people didn't vote?
(Participants rai se hands.)
FACI LI TATOR GRI FFI N: Thirteen. And | didn't vote

and John didn't vote, so that's 15 of us. Sixteen, no vote.

M5. JONES: Maybe we shoul d expl ore why people didn't

vot e.

FACI LI TATOR GRI FFI N: Mel i ssa has a good suggesti on

She says why didn't -- we should explore why people didn't
vote, other than that you're CEC Staff.

MR. VARANINI: Go ahead.

MS. LUCKHARDT: I think at this point the way you
have the options specified there isn't one here that | could
fully support and ny project could fully support.

FACI LI TATOR GRI FFI N: Okay. Yes, sir.

MR, VARANI NI : My name is CGene Varani ni

The reason | didn't vote, it seens to ne the point

Karen Edson made needs to be thought through a little bit in
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terns of what can be done or what is possible under current
law. And | think this isn't the right group of stakehol ders
to be voting 10-to-nothing or 13 abstentions.

The real stakehol ders who nmake this system operate
are the intervenors. And in the cases | have been associated
with, we have had over a thousand intervenors in one of those
cases. And the intervenors basically tend to hold the system
to the law or their interpretation of the |aw, rather than
judgrments of the Commi ssion

And in virtually every case where those issues have
gotten to the committees hearing the cases, they have been
relitigated, such that we have relitigated the San Franci sco,
P&E -- dictated that we litigate essentially the San
Franci sco operating criteria in a case where both the CEC and
the PUC had said it was needed about 10 different tinmes over a
peri od of about 10 years.

So ny point is you need to be careful about what the
existing lawis. You need to be careful about what you're
doi ng because the challenge to this won't occur now. The
chal | enge occurs after an AFC is granted. The current system
basically has -- the entire process is held in linbo. And
then the challenge to the ER comes when the first AFC or the
AFC you don't like gets through the system

So we are tal king about a | egal challenge that could

happen years fromnow on a plant that had gone through a very
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| ong experience in the process and then somebody chal |l enges a
pol i cy decision of the Conmission that nay or nay not be
appropriate to the law. So | think those are sone of the
consi derations frommy perspective.

FACI LI TATOR GRI FFI N: Do ot her people want to say
why they didn't feel confortable voting in a straw poll?

(No response.)

FACI LI TATOR GRI FFI N: No? GCkay. Well, then let's
go back to -- renmenber when | started out there were three
goal s that we had, that was: Wat's legal, what's public
policy and what woul d be acceptable to constituencies. And
M. Varanini used the word "intervenors."

Because, as we all know, from our experience, this
group tends to | ook at the concept of need as not being what
is perhaps a narrow, technical definition, but nore generally:
Is this thing good for ny community or good for the State, or
is it good enough for the State that | should accept it in ny
communi ty.

And that is sort of a public policy threshold that
alittle bit different fromthe word as when we use it nore
narrowvy.

M. Blees, -- this is fun. | get to put himon the
spot -- could you give us Staff's interpretation of what the
| egal requirenments of the need cap are?

MR, BLEES: Sure. The need cap or need criteria
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adopted in conjunction with the integrated assessment of need
have to reflect a balancing of the factors set forth in
Section 25309(b) of the Warren-Al quist Act. That is:

Requi rements of growth and devel opnent, protection of public
health and safety, preservation of environnmental quality,

mai nt enance of a sound econony and the conservation of
resources

Clearly each one of those is a broad category or
factor. And in reaching a bal ance anong them the Conmi ssion
has a substantial anmount of flexibility. The Commi ssion has
been able to use that flexibility in past ERs.

The integrated assessnent of need and the associated
need criteria that are used in siting cases have varied quite
a bit. In fact, on page 4 of the Staff paper there is a table
setting forth the major conponents of the need criteria that
have appeared in the past.

As the State's energy situation has changed over the
years, the flexibility in the statue has enabled the need
criteria to also be sufficiently flexible so the need test in
power plant siting cases is geared towards what is forenpost in
the State's electricity needs at that tine.

From t he standpoint of |egal defensibility and the
defensibility against the potential challenge by, as M.
Varani ni suggested, an intervenor in a siting case, | think

the greater the rel ationship between the need criteria and a
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nunerical forecast, which is part of the integrated assessnent
of need if not the entirety of the integrated assessnment of
need, the nore defensible the need criteria will be. But that
doesn't necessarily nmean the need criteria have to have a
numeri cal conponent.

And | think M. Varanini is nodding, and | amglad to
see that.

MR. VARANI NI : Just a tick

(Laughter.)

MR, VARANI NI : As you age your brain goes.

FACI LI TATOR GRI FFI N: You were tal king faster than
was witing, but I think that is it. There needs to be a
relation to the nunerical conponent of the | AN, but not
absol utely a nunber?

MR. BLEES: That's correct.

FACI LI TATOR CGRI FFI N: Okay. Does everything agree
this is the legal standard that has to be net?

(Some participants nod their heads.)

FACI LI TATOR GRI FFI N: Yes. Ckay. Well, that's
good, if we have a certain agreenent about what it is we have
to do.

MR. VARANI NI : I have a question before you go any
further, if | can ask it?

FACI LI TATOR GRI FFI N: Pl ease. This is supposed to

be a workshop.
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MR, VARANI NI : Does this need also include CEQA
need?

FACI LI TATOR CGRI FFI N: No.

Do you agree, Bob?

MR THERKELSEN:  (Nods head.)

FACI LI TATOR CRI FFI N: Yes, he's shaking his head
"Yes."

MR. BLEES: I would like to add something to that
which relates to what | was saying about the defensibility of
need criteria or, nore broadly, a siting case to the decision

If the Comm ssion certifies a power plant that has a
significant adverse environnental inpact -- let ne back up

If the Conmmi ssion finds a proposed power plant woul d
have a significant adverse affect on the environnment, the
Conmi ssion can certify that plant only if it finds the
benefits of the plant outweigh the harmfromthat significant
adverse inpact.

I'"'massuning, by the way, the Comm ssion has already
i nposed all of the mitigation neasures that are feasible to
reduce or avoid the inpact. But even after that, after those
measures are inposed there still remains a significant adverse
envi ronment al i mpact .

I think it is easier for the Commi ssion to make that
finding. And it will nmake the Conmission's finding that there

are benefits that outwei gh the adverse inpact if the
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Conmi ssion is able to say, based on the integrated assessnent
of need, that this plant is "needed," whatever "need" night
be. But again the Commission's ability to say this plant is
"needed" in order to keep the lights on, or "needed" in order
to reduce oil use, or "needed" in order to increase the
diversity of the systemis not a prerequisite to making the
finding under the CEQA that the benefits of the project
out wei gh the adverse environmental imnpacts.

It just nakes it easier for the Conmission to do
that, when it nmakes any decisions on the public policy.

MR HOFFSI S: G ven that, --

FACI LI TATOR CGRI FFI N: Pl ease identify yourself.

MR. HOFFSI S: JimHof fsis, CEC Staff.

FACI LI TATOR GRI FFI N: And pl ease cone up to a
m cr ophone.

MR. HOFFSI S: G ven what you recall about the basis
or the findings of need that underlay certification of power
pl ants the Commi ssion has certified during, say, the last 10
years or so, would those findings of need have been adequate
to justify a finding of overriding circunstances if the
Conmi ssion had wanted to or needed to exercise that, do you
suppose, or if you care to speculate at all?

And the reason | ask is the findings of need in the
past have not had quite that sinple or straightforward

connotation as ordinary citizens and nei ghbors often have in
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their mind of what it nmeans to find a power plant needed.

And | think what they are usually thinking of is in
the absence -- if it is found "needed," it nmeans in the
absence of this power plant there are going to be sone kind of
very unpl easant consequences froma reliability standpoint.

In the last 10 years or so we have certified plants,
we have found them "needed,"” but in no case that | can recal
have there been those kinds of dire consequences associ ated
with that finding of need.

So |'mwondering if one of the things we are talking
about is a contingency sone tine out there in the future where
we want to exercise overriding circumstances. And we are
wondering if this new sonewhat nore flexibility concept of
need will serve that requirenent. |'mwondering if the
findings of need in the past would have served that
justification for overriding circunstances?

MR, BLEES: Well, | can't answer that question
wi t hout having a specific case in front of ne.

| also want to add, in addition to the CEQA type of
override, where the Conmi ssion must find countervailing
benefits fromthe plant that wants to grant a certificate in
the face of a significant environmental inpact there is also
the override in the Warren- Al qui st Act where, if the
Conmi ssion finds that a plant will violate a law, |ocal or

regional or state law, the Commi ssion may still certify the
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plant, but only if it finds there is no nore prudent and
feasi bl e method of obtaining the public conveni ence and
necessity and the plant is, in fact, necessary to neet the
publi c conveni ence and necessity.

Again, | think the closer you are to saying, "If you
don't build this power plant the lights are going to go out,"
the easier it is to make that finding and the nore defensible
the finding is.

But that doesn't nean, for exanple, the Conmi ssion
woul d be precluded from naki ng the CEQA override findings or
the Warren- Al qui st override finding if the only benefit was
injecting nore conpetition into the marketpl ace. Depending on
t he individual circunmstances, that night be enough

VB. EDSON: I have a question that goes to the sane
issue, but it's really a question for the attorneys, the
peopl e who know this nmuch better than I

Wuld it be possible for the Commission to nmake a
CEQA finding of override considerations that was not based
excl usively on environnental considerations?

MR BLEES: In other words, can the benefit fromthe
proj ect you would find outweighs an adverse environnental
i npact, can that benefit for nonenvironnental ?

MS. EDSON: O can it be outside of what is called
for in the CEQA guidelines to the extent the integrated

assessnent of need may enter into other areas?
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MR. BLEES: I don't think it can be outside of what
is called for in the CEQA guidelines. But what the CEQA
gui delines say you can look to is overriding benefits are nuch
broader than environnental inpacts, if it refers to social or
economi ¢ benefits. And | interpret that very broadly.

V5. EDSON: To enconpass then the integrated-
assessnent - of - need ki nds of considerations?

MR. BLEES: I woul d be confortable arguing that.

MR. THERKELSEN: Two things to keep in mind.
bel i eve there have been cases, and | can't name themright
of fhand, in which Staff has found and reconmended to the
Commi ssion, and | think the Conm ssion has found too, that
there are potential significant adverse inpacts, but because
of other considerations, including considerations that were
laid out in a need assessnent, they went ahead and approved
the project with whatever nitigation was avail abl e because of
t hose anal yses.

The other thing to keep in mnd is the Comm ssion's
process is a certified regulatory program |t does not
requi re preparation of an EIR or line-by-line adherence to the
ElI R requi renments

As a certified regulatory programthe Resources
Agency, and Gene Varani ni when he was Conmi ssioner was in
charge of that conmittee that saw that process through, the

Resources Agency said the entire process is a functiona
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equi val ent of CEQA.

And it nmeant when, in terns of the entire process, it
was | ooking at the Electricity Report, the analysis that |ed
to, in subsequent years, the integrated assessnment of need and
the actual siting process was the entire program

And for that reason, for exanple, in the law there is
a prohibition that if you consider alternatives or, | should
say, you consider energy efficiency which can be an
alternative in a siting case, if you consider that in the
El ectricity Report you were precluded, specifically precluded,
fromconsidering it in a siting case

So it is the whole framework that goes together. And
when you affect one piece of that certified regulatory program
you have to understand what the inplications are of the other
pi eces. The need anal ysis has been an integral conponent of
t hat program

MR, VARANI NI : A followup comment. | think we are
between a rock and a hard place here. Mst of us are
obvi ously concerned about the cap and we're concentrating on
the cap. And | think in the context of governnent, which has
wi thdrawn central planning for electricity and replaced it
with a market, those are kind of givens that are here.

And | think the tendency is to say, "Wll, are we
here to solve the cap problemor are we here to solve the need

probl em "
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I woul d suggest, if we are here to solve the cap need
problem there nay be projects where need al so can cone into
the inplication on reliability.

There are those, for exanple, who want to build or
compete in the reliability nmarkets, the sites may be delinited
by 1SO or they nay be delimted by either Purchov's Law or
Faraday or Ohnis Law or sonething, such that it nmay be under
certain circunstances extrenely inportant to have the
Conmi ssion indicate a plant is "needed" in sonme sense that it
can be inmposed on a | ocal governnent or a regional governnent.
I just think reliability is going to be a very inportant
i ssue.

The second is transnission. |If in any sense we have
got to build out or we got to build to neet the systemwth
the plants, we may very nuch need sone kind of a need
determination that gets us the ability or gets sonmebody the
ability to apply enminent domain so you have an administrative
| aw determ nation by sone entity that, in fact, something's
needed enough to invoke em nent domain even if that em nent
domai n cones from anot her agency, from whoever is enpowered to
do that.

And then finally, as Bob points out, on CEQA
equi val ency we al so have a difficulty because we had the
el ements that were approved in the Warren-Al quist Act for the

functional equival ent, but we also have a Suprene Court case
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i nvol ving the Fish and Gane Conmi ssion that tends to indicate
that not only is the equival ency your system but it has to
follow the virtual letter of CEQA as well. So you get a
doubl e whammy.

You have all of the niceties of the Warren-Al qui st
Act and you have all the niceties of CEQA. And you have got
to get themall in there in order to have |egally supportable
functional equival ency, whatever that means.

I think because of the concern about command and

control, | like to use the word "analytics," rather than

"forecast,"” or sone inplication about the Comm ssion or
anybody else calling the ultimate balls and strikes on how
many power plants or which power plant is needed and then
whi ch one in the queue isn't needed or which potential plant
isn't needed.

And | think the nore we think about analytics and a
little | ess about calling the balls and strikes, | think it
tends to be alittle less volatile and a little nore
productive, at least fromny perspective

You see the analytics used now in the no-project
alternative. One way to deal with the no-project alternative
is to induce a form of production cost nodeling or some other
ki nd of nmodeling to show that the rhetoric actually works,

that the nmarket rhetoric is, in fact, adduci ble and that

that's what the banks are using. | nmean it isn't like a
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nystery.

So there is analytical work |aying around that
pronotes the doctrine of free markets. And those anal ytics
are used by the banks and the financiers and everybody el se.
So you can have the appropriate analytics w thout having this
carried to the extreme that the governnent sonehow weaves its
way to get back in charge

Those are just some of the conplexities | have been
seeing in the process.

FACI LI TATOR GRI FFI N: I think that segues nicely
into sone points that Karen Edson brought up earlier in terns
of when you were tal king about what rationales you woul d
consi der acceptabl e and unacceptable. | would articulate this
as what public policies it is that you want to see articul ated
in a need test. For exanple, it should be -- we should | eave
to the market the choice which power plants.

So what | wanted to do was to have the group focus on
what public policies do you think should be involved when we
are looking at a rationale of how you go from an integrated
assessnent of need to the elinmination of the need cap, which
was for the pendency of this ER, which was the sort of initial
straw thing that we started wth.

Does that segue back to you, Karen? | was trying to
get back --

V5. EDSON: Well, | guess ny response is | think ER
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96 |l ays out a very clear market-based approach to assessing
the need for new paradi gns and kind of redefining -- ER 94 and
96 conbi ned kind of lay the foundation for a different way of
t hi nki ng about the integrated assessnment of need. And | don't
want to try to rearticulate that framework, but | think it is
t here.

In light of the current stage of the market and what
appears to be happening now in the period of time over which
ER 96 is likely to remain in effect, that we really have a
choice here. The Staff has four options.

I would argue two of themare really options that
bel ong in an ER process: Redo the analysis, do the anal ytics.
And anal ytics have a role here clearly, or a very significant
change to what you think of in ternms of integrated assessnent
of need.

I have got a lot of concerns about the alternatives.
But your net-systemdetrinment kind of analysis or the bid-
sufficiency analysis, those things, those are all very brand
new ki nds of concepts peopl e haven't thought about, and
t hi nk require consi derabl e devel opnent and work to understand
what those frameworks are and how to respond.

So ny reaction is that those kinds of considerations
belong in a very deliberative ER process.

And the other two options laid out by the Staff, the

elimnate the cap, that is as | would argue, nodified to build



29
1 arationale | think is possible for elimnating the cap, or
2 mai ntai ning the status quo should be the options that we are
3 really tal king about here as interimpolicies that can be put
4 in place for ER 96.
5 MR. VARANI NI : Karen, when you tal k about
6 elimnating the cap, are you thinking both for NO exenption
7 pur poses and as an offer of proof in an AFC proceedi ng?
8 V5. EDSON: Well, ER 96 tal ks about pernitted
9 megawatts. And so it really is a path on pernitted negawatts
10 as opposed to the NO exenptions, at least as | think about
11 it. And so when | say, "elimnate the cap,” |'mthinking of
12 the actual license. Build a rationale which can justify not
13 having a cap, a negawatt cap, on these plants for the pendency
14  of this ER
15 MR. VARANI NI : We never had a cap as far as | know

16 until that ER  There was al ways enough criteria that we could

17 build --

18 V5. EDSON: That's right. That's right.

19 MR. VARANI NI : -- a need argunent. If you were --
20 V5. EDSON: Cour ageous.

21 MR, VARANI NI : -- thoughtful enough

22 V5. EDSON: No, | think that's right. That's right.

23 There were nunbers, but they weren't necessarily quite applied
24 in the sane way as this one.

25 MR. THERKELSEN: Well, in the past what the
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i ntegrated assessnent of need resulted in was an anal ysis.
And it resulted in need tests that were used to sort of be a
hurdl e to determ ne whet her or not you conforned or not.

In the last ER the Conmi ssion, rather than having
need tests, sinply adopted this cap because they expected
never to see that nmany applications, but that was the nunber
t hey chose.

They coul d have had any one of the nunber of results
fromthe integrated-assessnent-of-need anal ysis. That just
happened to be the one they chose.

And | guess the question in ny mind is: |Is there,
based upon the nunbers that either existed or exist today and
the policy framework that exists today that was very uncl ear
back when ER 96 was adopted, is there a different framework
that can result, maybe not in a nunber, a need-cap nunber, but
in some other kind of need test, for exanple, -- | hate to use
that word -- that may be less restrictive. Because option
nunber four does not hing.

Ri ght now we know of projects that will result in
exceeding that need cap in terns of being permtted roughly a
year and three nonths from now.

V5. EDSON: Don't get nme wong. |'mnot saying
i ke the do-nothing option, but | think those are the two
options we should be tal king about. That's all |I'm saying.

FACI LI TATOR GRI FFI N: In ternms of what are the
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public policy issues we want to address; what would be wong
with certifying 20,000 nmegawatts of power this year?

MR, VARANI NI : If you can pay the externality cost
to that, you'll have at it.

FACI LI TATOR CGRI FFI N: So it is the potential
externality cost that is the issue?

MR, VARANI NI : I think so. | think there is going
to be relative marriage. You're running a regul atory process.
At a mininumyou' re going to have externalities, rea
pecuni ary externalities, --

MR. VEI NBERG Can you define sone of those?

MR, VARANI NI : Yes. Air offsets, water, water
availability, appropriate |land use, those types of things.

And then it seens to ne the other thing, Karen, is
if you are not careful here you may drive cross-intervention
anong devel opers into the game. And then you will have a very
exciting two-year programthan you would for the next ER
because sone of these things literally do -- when you raise
the question of the cap, as against the final approval, then
it seens to ne if sone cap is in place and you cone in late in
the queue, it's in your interest to nmake the argunent that
you're better than the lead plant or any other plant in the
queue. And, therefore, since it has no rights until it has a
certificate, and a certificate runs for 30 days, the approva

runs for 30 days.
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So | think there are potential side effects or
perverse outcomes we need to think a little bit about as we
try to work this out.

V5. EDSON: But doesn't that argue, Gene, for
getting rid of the nunmeric cap?

MR. VARANI NI : Yes, absolutely. | think a nuneric
cap was just -- as Bob points out, it was really just an
af fect of a consideration. There would never be that nunber
of plants in that two-year period, since we were going through
a pretty large systens change while that nunber was in effect.

I think that number woul d have been inpossible had
there been in terms of an ER 98 versus a 96. So the cap, to
me, was a transitional point. And it has failed, thankfully.

MR THERKELSEN: And the docunent said that. It
said it was sinply a transitional numnber.

FACI LI TATOR GRI FFI N: Yes.

DR, McCANN: Ri chard McCann, M Cubed.

FACI LI TATOR GRI FFI N: You need to cone up and get a
ni crophone, please.

DR, McCANN: I just want to say on the ER 96 cap
the rationale for elimnating the cap which would probably be
best justified, one, is the analytic process that was used to
derive that cap is basically now outdated to a | arge extent,
because there wasn't a full understanding of how t he market

woul d work. The nodels weren't in place to do that kind of
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anal ysi s.

There wasn't a strong criteria for how to determ ne
what is the anbunt of nmegawatts needed in order to nmake a
mar ket function versus the traditional regul atory approach

The second factor is the need cap, once you overcane
those anal ytic hurdl es which are substantial, is that the need
cap is actually going to vary by where these plants are sited,
what types of plants are in place, and that sort of thing,
because of the interrelationship with regard to reliability
and transmi ssion constraints.

So what you have is actually a need cap that is
actual |l y dependent on who you allow to be licensed in
particular locations. So trying to predeterm ne the need cap
on that basis is going to also be very difficult.

So you have both the analytic conplication and the
system conplication as well in trying to determ ne a negawatt
need cap. And so you can use that rationale to very easily
elimnate the ER 96 need cap. You just argue the origina
rational e was outdated and was too shortsighted and therefore
it's tine to elimnate it.

VB. EDSON: You coul d just acknow edge then if you
build in excess of the cap you have agreed to conpete agai nst
uncomritted DSM That probably gives us a few nore thousand
megawatt s

MR, VARANI NI : MIllions and mlli ons.
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FACI LI TATOR GRI FFI N: I think it actually could. It
gets us into the problemof legality. | actually did go back
and run the nunbers, |ook and see what the ER nunmbers were,
because | didn't renmenber them anynore.

Once you get denand and you get existing and
committed, where you have 15480 | eft, uncommitted DSM was
6366, spot nmarket was 2377. Now | can go enough of a -- well,
the spot market was what we used to stick in there because we
said it was silly to build a power plant when you had that
ki nd of inexpensive energy that could be obtained from
out - of - st at e.

Vel l, that stuff is obviously conpeting within the
instate market now, so you could nake a rationale that that
shoul d be inside what is considered as being available to be
built instate.

But that rationale, to ne, goes back into this
ghastly: Redo the nunbers. And if you redo one, you have to
redo themall. And none of us want to do that. W all think
that's really silly, especially those of us who woul d have to
doit.

Yes.

MR RUSSELL: Stu Russell of Russell Associ ates.
said | wouldn't talk, but | decided to talk.

Go back to your: What if you suddenly approved

20, 000 and 30,000 negawatts units. And Gene's conment is
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good. The externalities are a problem but they really aren't
that much of a problemin terns of air, water and all the
operating probl enms, because you are going to operate the sane
anount that will be dispatched.

And so maybe you might build something so you have a
| and-use consideration. But in reality the only thing that is
going to operate is what is needed on the market itself.
Sonebody may | ose sone nobney and sonebody may not. So |'m not
so worried about the externalities, nost of the issues.

Land use is a problem And you do have this |and-use
override yourself. So | think you're fine if you just
elimnate the cap and let the narket decide.

MR VEI NBERG In fact, I'mcurious to hear if
anybody in the roomhas, in general, an opposing opinion. |
don't get the sense that anybody here is arguing for a need
cap in any way. |It's just the details of whether the need
assessnent needs to include this, that or the other

But | mean is that a safe assunption? |s anybody in
here an advocate for having a nunber |ocked in? | guess if
you are already in the queue, you m ght be an advocate for
cappi ng, but --

MR. THERKELSEN: The only conment | woul d make on
that is for today, for this present tinme that we see, the
foreseeable future, that's probably correct.

One of the concerns | have with us doing a whol esal e
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revanpi ng of the integrated assessment of need is we can't say
today what nay be needed or necessary for governnent policy
bal ancing the market five, ten, twenty years from now.

So, yes, today | don't know that | see a purpose for
a need cap.

MR, VEEI NBERG Yes.

FACI LI TATOR GRI FFI N: Yes. |I'mtrying to do sone
wor st -case thinking, just to get that in nmy mnd about what
m ght be a problemif you added 20, 000 negawatts.

And one that | came up with was let's say we did put
that in, and then because of that we had to build new maj or
transm ssion lines. And the way the transm ssi on noney got
paid for, it becane an uplift and it was spread to al
consuners because that was the politically palatable way to
get the transmission stuff built, that vote. That's the way
the 1 SO conmes down on that: Bury your own dead or spread the
char ges

Then there is a cost that's inposed on consuners,
whi ch they might not actually get the benefit of because, if
you have all of that generation, then you have the overhead of
that transmission. So that was one worst case | could think
of .

And you have a response.

MR, VEI NBERG Yes. M response would be that in a

truly free market situation, where you don't have plants that
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are older, less efficient and nore polluting that are not
really bidding their true cost into the system |If they were,
those are the plants that would be displaced. The end-user
that is going to bear the burden on the increased transm ssion
cost should also realize a | ower commodity price, a |ower
energy price. Maybe they offset. Maybe it's even a net
benefit.

And then if you | ook at the environmental inpacts,
you are tal king about plants that now have permits to run in
the 50 to 100 ppm Let's just |look at NOx, for exanmple. A
50- to a 100-ppm NOx range, that those 20,000 negawatts |
guarantee you will be in the five or |ess range.

So you are tal king about a tenfold inprovenment on NOx
just on per-cubic foot of effluent |eaving the stack

Now t al k about 10,000 heat rate versus 6,000 heat
rate. You're burning alnost half the fuel to get the sane
kilowatt hours.

The net benefit of actually doing that and replacing
20, 000 negawatts of 30-year-old plants is extraordinary if you
| ook at it froman environnmental inpact and fuel -use. This
country wants to conserve its natural gas supplies. |[|'d say
the best way to do it is to do exactly that, 20,000 negawatts
of new plants in California.

Clearly |I'm a devel oper

(Laughter.)
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MR, WOODS: How coul d | guess.

MR. VARANI NI : Just as an exanple, in sonething that
is not contenporary to California, we did sone work with the
Arapaho Indians in Woning. And the cost of interconnecting
their plant to the grid was somewhere in the range of 1.5
billion, because the whole Western Gid had to be reinforced
and reconfected, and so forth and so on.

And then we got the happy news we woul dn't have to
pay for it, that all the users of the Wstern Gid would pay
for it. It was a free good to the project. So | think there
are lots of things to consider internal and external
externalities.

| woul d consider a bill from sonmebody for a billion
and a half to basically have the project sponsors withdraw, a
bill for zero bought themon. So that is my consideration on
t hese.

"Externalities" is probably a euphem sm for prodding
and for turning what appear to be reasonably priced goods into
scarce goods. | can't imagine what the end-put ton of NOx
woul d be worth in a systemthat cane on this fast

And the other thing, of course, is because of
transm ssion you are clustering projects. So you have somne
i mplication of what happens with clustering. Those are just
considerations in terns of wanting to keep your anal ytics

straight.
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And | think you give sonme of the people in the
audi ence a plug. | think an exanple of analytics that didn't
interfere or didn't derive central planning anyway was the
wor k done on the EIR or the EIR initial work for the sale of
the San Diego plants. That work was basically done to show
that, in fact, the comon wi sdomdidn't prevail and the buyer
of those plants would reasonably use the plants and they
woul dn't insult the environment under any set of
consi derations, including the highest possible use of the
pl ant.

So that is what |I'mthinking about when | use the
word "analytics.” It is using the advanced nodel s or sone
ki nd of capability we have to analyze the situation, not to
gi ve sone government body or any other particular set of
i ndividuals the right to dominate or control a market.

MR. VEI NBERG Just to play devil's advocate, if
every project was required to bear the financial burden of
getting itself connected to the grid, that m ght serve as kind

of a de facto needs assessnent.

If it's going to cost you a billion six to get on the

grid, maybe that is not the best place for your project.

Do you have any thoughts as to whether that is an
appropriate way to control it, or do you think the public
should bear it? | mean | don't know what the answer to that

is.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

40

MR. VARANI NI : Far be it fromme, but | think the --

FACI LI TATOR CGRI FFI N: And he goes right ahead.

MR, VARANI NI : | had to put that disclainmer in.

It seems to nme if power plants were conservation then
there wouldn't be any problem But | think there is really a
game that goes on in a nonpejorative sense of a gane.

And that is you have the urban plants, the
| oad-center plants that are trading certain values and cost.
And then you have the renote plants that are tradi ng ot her
val ues and cost. Every place can't be Bakersfield.

So intrying to find that m x of opportunities,
thi nk you have transmi ssion on the one side and then you have
| oad-center econoni cs and probl ens, not the |east of which are
certain cultural and other kinds of issues that are only now
developing in terns of the urban plants.

MR, WOCODS: In that $1 billion, also there would
probably be a substantial anmobunt of system benefits, the way
the system benefits versus the project costs.

MS. LUCKHARDT: Yes.

V5. EDSON: | nean the 1SOis the ultinate pernit to
some extent. They are working on devel opi ng the congested
mar kets and the policies for assessing these transm ssion
charges. W don't have -- their policies just aren't done,
which it's a probl em

M5. LUCKHARDT: Ri ght. Because a |lot of their
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transm ssi on upgrades are not just going to be to the point of
i nterconnection. They are also going to be reconductoring and
addi ng on.

M5. JONES: But then there is the other
consi deration under FERC rul es anybody can go in to FERC and
make a claimthey need transm ssion access. And FERC can
order the building of that transm ssion system

Then there is a significant question about who bears
the burden of that, whether the devel oper woul d, indeed, bear
that burden or would it be spread across.

MR VARANI NI : FERC doesn't have emi nent donain.

M5. EDSON: It sounds |ike ER 2000.

(Laughter.)

FACI LI TATOR GRI FFI N: This is sort of alittle
rol e-playi ng, oh, no, which is put yourselves in the shoes of
an intervenor who doesn't want this project in their backyard.
I"'msure a |l ot of you have been there.

MR. VARANI NI : They have assured us that is not
their interest.

(Laughter.)

FACI LI TATOR GRI FFI N: You are | ooking at what
vehi cl es do you have to object to the plant. You |ook at the
bald words in the Warren-Al quist Act. It says that all of
these things nust be bal anced. The whol e way the bal anci ng

currently occurs is this nunber. That nunber is one of the
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key ways that bal ancing occurs. |It's not the only one. So
there is a lot of focus on that numnber.

So what are sone of the issues you, as intervenors,
woul d feel are public policy reasons about having a cap or not
having a cap? Wat are the public policy goals you want to
protect? That is what I'mtrying to | ook at, because one of
the things we have to think about is if they are public policy
goals, they are legitinate to protect, is there sone other way
to do themrather than using a nunber.

Got any pl ayers?

M5. EDSON: Vel |, the Conm ssion, as Gene said,
isn't used to them ER '"96 was the first time this kind of
nunber was applied, so let's just read the old ERs and find
sonet hing represents those nunbers.

FACI LI TATOR GRI FFI N: Well, actually I went back and

did that.

V5. EDSON: Ch, good.

FACI LI TATOR GRI FFI N: There is a nunbers-based test
for every project, for everything. Yes, | went back through
ER '5.

MS. EDSON: | remenber those ERs. W had the Hai
Mary test that was --
(Laughter.)
V5. EDSON: A lot of us had plans to cone through on

that test.
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FACI LI TATOR GRI FFI N: well, for exanple, ER 92, |
called it "Beat the IDER up to 3202 negawatts." ER 90, there
was a specific nunber. ER '7, it continued, the physical and
econom ¢ need test of ER 96, so that was a nunbers-based test.
Added the environnental consideration. Considered the
bal anci ng option. There was no cap on the total thing, but
you had to do a nunbers thing first and then you threw the
f oot bal |

The economi ¢ need test, which was introduced in ER
"6. And ER '5 was the boxes, so that was also a set of
nunbers.

MR. VARANI NI : | believe there was not a project
that passed a need test on the nunbers after A S. Placerita
(phonetic). And A .S. Placerita weaved between M dway and the
other Mssion project. It actually cane fromthird in the
queue and got first in the queue, and it got the last clean
all ocation of numbers. That was ' 86

FACI LI TATOR GRI FFI N: We're certainly not going to
di sagree with you. The need tests have gotten torqued in
i ndividual siting cases. | nmay just get smashed for saying
that, but he's far away.

We have a need cap today. That is the policy today.
That is what | have to deal with. So | am|l ooking for somne
assi stance about what are the public policy issues that

intervenors are trying to protect.
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Then we will go to the second step of: How could one
protect them But the first step is what are the issues they
want to protect.

MR. RUSSELL: Actually I woul d argue that
elimnating the need cap woul d advance the interests of
i ntervenors because you could say this project here is not
necessarily needed. | think that is true in a nmarket
situation. No one project is needed. Somebody el se can
always fill in. So therefore if there is a specific objection
they have a better club than before.

I think that is actually advanci ng overal
environnmental goals in the State, just as the | owest-price
proj ect advances overall goals. And you cannot say to
sonebody, "Yes, we absolutely need this project.”

We can say, "This project is great for all these
ot her reasons and we want to build it for all these other
reasons, but we do have this deficit that you are dealing
with." And just let it be that way. And the balance wll
then have to be nmade on other points, but not on this point.

MR GRATTAN: | guess this is echoing that |ast
statenent. | think in the current ER this balancing is done,
that the rationale is that the replacenment of old new plants
with new plants assists in neeting environnental goals. It
tal ks about the growth of the State. It tal ks about econonic

consi derati ons.
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And then this nunber is just kind of -- you reach in
back a mllennia and put a nunber on top of this need test,
which is, in essence, that if you want to build it, it is
needed. The balancing test is there.

MR, VARANI NI : The problemwith that is history. |If
they hadn't put the need cap in, then one could certainly nake
that point.

But if you are thinking of this froman intervenor, |
mean | amnot going to sit here and put on the record issues
that cone back to haunt all of us, but it just seens to ne
that once that number is there the nunber neans essentially
that up to that nunmber these things are true, or they have

been determined to be accurate, or whatever the right frane

It's really trying to think through what happens
beyond that number or whether, John, the analytics can be
extended or sonething, because | think if there is vigorous
intervention, then the very fact there has been an adj ustnent
kind of -- this isn't md-stream This is an adjustnent
between ERs. So | think we have to be careful about what the
adjustnent is and essentially what the evidentiary
inplications are as well.

It seems to nme if you are in this queue and you're
early in the queue, for whatever reasons, then you have

certain inferences you may not have if you are beyond the
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nunber unl ess we are very careful about how we deal with it.
Because at one |level we don't know who is going to survive in
t he queue anyway.

Soneone cones in and picks up 1500 negawatts, |'ve
got to sign the lead 1500 negawatts and they have the project
fromhell, the fact is that 1500 won't get satisfied anyway,
not that particular 1500 that was artificially allocated to
somebody who did nothing nore than copy sonebody el se's
filing.

And let's be frank about this. There was probably
two original filings, and the rest of us got As in plagiarism

So the facts are that, in fact, there is no queue
because, as Staff pointed out, there is nothing inviolate of
being first versus being in, unless the first makes it. So in
some sense you could have a nunber of plants literally
"conpeting" for lead elenents in the queue, or you could have
a process that acknow edges the underlying policy that does
somet hing careful with the nunbers

FACI LI TATOR CGRI FFI N: Ckay. Since we're going
nowhere on this one, |I'mnot going to do that.

(Laughter.)

FACI LI TATOR GRI FFI N: I want to cone back to some of
the options that were put forth in the paper

Bid sufficiency. | just want to talk about the pros

and cons of this. The concept that was witten was that for a
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mar ket - based system you need not hing nore than the absol ute

nmi ni mum nunber of nmegawatts in order for there to be
conpetition.

The basis of the nunber was some mar ket power
anal ysi s whi ch had been done for the |1SO and the PX, | think
primarily focused at the ancillary services market, was where
that set of numbers came from

Do you renenber, was it the ancillary services nmarket
or the whol e market?

MR N X | renmenber exactly because | was the one
who wote that section. It's based on the experience of both
the 1 SO and the Power Exchange in |ooking at prices relative
to the quantity of denmands they receive in response to an
offer they put into the marketplace. And that bel ow about a
140- percent demand response, prices seened to rise
meteorically. But above that |evel then they believe they
begin to see real conpetition. This sinply reflects the fact
in conpetitive markets you have to have surplus capacity in
order for conpetition to occur

There is nothing magi ¢ about 140 percent. That was
just a ballpark nunber that they often refer to as their
m ni mum goal . Their desired goal is 200 percent.

Now it is good to have goals. | doubt that the power
pl ant devel opment comunity would build two tines the absolute

peak demand capacity needed in the Wstern U.S. in order to
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make the | SO and the Power Exchange feel confortable.

So, at any rate, there is nothing sacrosanct about
140 percent. It sinply enbodies economic theory that says you
do need surplus capacity in order to have competition. The
public policy goal is to have conpetition. So therefore if
you need a nunber, take a forecast and nultiply it by 140
percent or multiply it by 150 percent to cone up with a nunber
that enbodi es the concept of conpetition

And if | mght have the opportunity --

MR, VEI NBERG But again you are tal king about a
nunber that represents a ceiling as opposed to -- the way the
need cap is presented, it is a ceiling not a mninal

MR N X But that is a very, very high ceiling.
And, again, we thought that the | ast ten-year forward-I| ooking
estimate would al so be a ceiling that woul d never be reached.

MR, VEI NBERG | understand it is a high ceiling
but the concept of a ceiling at all -- you know, the federa
governnent doesn't go around telling Bl ockbuster Video there
are enough Bl ockbuster Videos out on the corners, that that's
enough. It just seens the nmarket ought to be able to
acconplish that ceiling.

I can understand a minimummnore clearly than | can
understand a ceiling.

MR N X This is a rationale that comes up with a

nunber. If a nunber is legally necessary it's a very, very
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big nunmber, but it is consistent with a conpetitive market.

Thanks for enjoining ne in conversation here. | have
a question for you.

MR,  VEEI NBERG Sure

MR WOCDS: Wat ch out.

(Laughter.)

MR N X It probably will reflect ny |lack of
under st andi ng about sone environnmental regulations in
California. But an older, inefficient power plant operating
at a five-percent capacity is replaced by a new power plant
that has a factor of ten fewer emssions. 1Is it not allowed
to produce the same total quantity of pollutants as the ol der
pl ant ?

MR, VEI NBERG No. Were is the five-percent
capacity number com ng fronf

MR N X That is an econom c |level of activity for
that power plant. It strikes me that with an air quality
permt you are entitled to emit a total quantity of pollutant.
And it is better to have an efficient plant because then your
generation can go up relative to the ceiling.

MR. VEI NBERG It depends how old your permt is
whet her you have been grandfathered, what the specific
conditions of your permt are. | know Stuart here has a | ot
nore experience than | do, but --

MR N X There may be sone real environmenta
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benefits then fromreplacing older units with newer units.

MR. VEI NBERG There are unquestionably rea
environnmental benefits fromrepl aci ng.

DR, McCANN: Each pernmt has --

FACI LI TATOR GRI FFI N: In the back

DR, McCANN: I woul d suggest that you read the ElIRs
and the neg decs that were done on the divestiture studies

because they actually address sonme of those questions

preci sel y.
MR N X G eat. Thanks for the reference.
FACI LI TATOR GRI FFI N: Ot her discussion on this
concept. |Is it the fact that it is any ceiling at all that

bot hers you rather than the concept of bid sufficiency?

MR, VEI NBERG Me personally it is the notion that
there should be a ceiling in a market we have all strived so
hard to create as an open, free-market econony, that there
shoul d, for sone reason now, be a ceiling is
counterproductive. | don't see the val ue.

FACI LI TATOR CGRI FFI N: That is your sole problemwth
this approach? I'mjust trying to get it specific because,
when we wite a rationale, we have to wite it specifically.

MR. VEI NBERG I will just be honest and tell you
that the whole -- there nmust be sone well-known definition of
"bid sufficiency" that | amnot aware of. So | can't tell you

that is ny sole problem because | don't understand the
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concept of "bid sufficiency” well enough to answer that.

FACI LI TATOR CGRI FFI N: Karen Edson, you had al so
raised a concern with this concept in the early part of your
present ati on.

M5. EDSON: Vell, | guess | don't disagree with the
concerns just articul ated.

In addition, if | thought | had an understandi ng of
what the inplications of the nunmeric analysis were -- for
exanpl e, does that nean we're back into CFM and the |evel of
detail that had been called for in the past 20 years in that
data coll ection process? That raises a whole set of concerns
that are really quite significant.

If, instead, the Conmi ssion were going to take a nuch
nore dynam ¢ approach to their nuneric analysis, an approach
that | think the industry has articulated in a unified manner
in a separate data collection proceeding, | think the concerns
here, aside fromthe need, the nunerical concerns aren't
significant, but that would nmitigate the whol e issue.

I would just refer to the work the generators and,
guess, the marketers, as well, have done to propose an
alternative data collection and anal ysis-type neasures that
keeps us away fromthe replication of the CFM

FACI LI TATOR CGRI FFI N: So it is the potential anount
of work involved in generating a defensible or an acceptable

nunber ?
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V5. EDSON: That is a second consideration, the
concern about that.

FACI LI TATOR GRI FFI N: The second consi deration
Ti me and expense versus --

M5. EDSON: Yes.

MR MOSS: And al so, as articulated in that
proceeding, | think some very interesting objections by
parties who have not traditionally been part of supplying that
type of data to now being introduced into a requirenment to
supply it. So really it bites off a whole other can of worns,
if you will, or opens a can of worns beyond anyt hing j ust
sinply having to do with a cap. But then if you are trying to
reconstruct the CFMfromthe market as it now is of generators
and i ndependent producers and everybody el se who basically has
their own stake in various data, it is going to be much nore
difficult and | egally chall enging.

MB. SHAPI RO Karen, | want to say sonething

If we are just tal king about the pendency of this ER
and not saying what will be in the next ER what will be in
pl ace of an ER, and just tal king about what kind of cap should
there be, could a nuneric cap work if it was a bid-sufficiency
cap?

You start with ER 96 and you conme up with some nunber
that says you need nore than your peak capacity, your peak

demand capacity. You need 40 percent nore, you need 50
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percent nmore, you need 200 percent nmore. Not forever, unti
we figure out what to do next. Then there is no CFM i nvol ved.
The CFM i s al ready done.
FACI LI TATOR GRI FFI N: So you are saying that the
issue is nmultiplied by 1.4 or 2.0?
MS. SHAPI RO Yes. That is what the issue is

VB. EDSON: That's not the way it is articulated in

t he paper.

MS. SHAPI RO Vel l, that is my understandi ng

V5. EDSON: Yes. (Ckay.

FACI LI TATOR GRI FFI N: Sonebody new, and then Dr.
MeCann.

MR, KERNER: I am Dougl as Kerner (phonetic). The
rationale for the 1.4 nultiplier would be that, if |
understand the bid sufficiency theorem because that is the
poi nt at which we get to see the benefits of conpetition, or
even the question of why not 1.572, -3 or -4. It seens to ne
the basis of the theoremis the nore participation and
competition you have, the lower the price. So isn't that the
rational e you need to escape the cap conpletel y?

MR, RUSSELL: That is a mninum |It's not a cap

MR. KERNER: Yes, that is ny understandi ng.

MR. VEI NBERG That is an inportant distinction
You keep naking a point | try to reinforce.

DR, McCANN: One other problemw th the numeric cap
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is an area we haven't tal ked about, which is the DSM
conponent .

ER 96 was based on the assunption the utilities were
goi ng to nanage the DSM prograns and were going to aimfor
megawatt savings and kilowatt hour savings for those prograns.

The whol e process of AB 1890 and ot her proceedi ngs
the PUC had have conpletely changed that around. So now what
we have is a dollar anount that is going to be spent on DSM
wi t hout necessarily relating to a negawatt nunber that is
going to be generated by that anount of spending

So therefore the negawatt nunbers that are in the ER
96 are, in fact, not relevant to the megawatt cap cal cul ation
because they are based on a faulty, now obsol ete assunption
about how the prograns will be run.

Now we don't know how CBEE is going to be
reformul ated or reconstituted with all the nmess that they
have. But | think you basically have to say we no | onger have
a valid DSM cap nunber or no |onger have a valid DSM capacity
number to use in the cap calculation. And you don't know what
the nunmber is, so you don't have a way of cal culating the cap

| would just add that to ny two other rationales for
saying basically you can't arrive at a nunmber in the cap with
the new setting we have

FACI LI TATOR GRI FFI N: We are huddling on who is

presenting the next piece of this.
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MR N X But before leaving that -- |'msorry.

FACI LI TATOR CGRI FFI N: There is a price.

MR N X I know, but rmaybe there is -- language is
such a fun thing. Rather than multiplying a nunber tinmes 1.4
percent or 1.5 percent and calling it a need cap, suppose that
were described as a | evel of devel opnent that was necessary to
sustain a conpetitive market. So it beconmes a policy goa
which is a floor.

Now i f | remenber ny mathematics correctly, infinity
is a nunber still. W are not likely to see that |evel of
devel opment. But if the concern is having a nuneric cap, why
not call it a floor which is necessary to really achieve a
public policy goal ?

MR, VEI NBERG But what can the Energy Conm ssion do
to achieve the goal of the floor? | can see what it can do to
achi eve the goal of a cap. It can stop projects at sone
point, but it really can't do anything to get to a fl oor
It's not a obtainabl e goal

MR NI X: Well, this goes back to whether, in

fact, --

MR. VEI NBERG Well, | understand. But the question
is do we need -- does the market need anything |like that?

V5. EDSON: I know, that's the part.

MR N X What we are tal king about, as Karen said

earlier, is a two-year tinme period
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MR, VEEI NBERG Sure

MR N X And we are trying to solve a problemthat
is a consequence of existing legislation. So if the problem
is that our |lawers tell us we need a nunber in order to be
legally consistent with the integrated assessnent of need --

MR VEI NBERG And that is the rock bottomresult at
this point? Do we --

MR, CGRATTAN: I don't think our |awers have said --

FACI LI TATOR CGRI FFI N: No. No, he's saying "if."
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MR N X | say "if."

MR. VEI NBERG Ch, "if." Okay. I'msorry. o
ahead.

MR N X | say "if."

FACI LI TATOR GRI FFI N: Ckay.

MR N X So if that is true,

rational e using the bid-sufficiency concept,

no deep econom ¢ anal ysis of this.

the experience of both the Power Exchange and the 1SOin

markets to this point intime. And it does reflect the

It

then there is a

whi ch --

is enpirical

there is

is

econonmic reality that you have to have surplus capacity to

have conpetition.

So if we were to norally reconfigure this concept of

a cap as a floor, but yet recognizing what we're doing is

attenpting to achieve a public policy goa

competitive market, then maybe there is a semantica

of having a

sol ution
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to this.

Now it doesn't solve the intervenor issue, which |
think is a very real problem But, nevertheless, it is a
nunber with a rationale that does contribute to neeting the
public policy goal

MR. VARANI NI : And it seems to ne in each case we
have the burden of proof. The applicants have the burden of
proof. So in some sense you can put on any case you like to
the extent the Conmissioners and the conmittees won't rule it
irrel evant or inappropriate.

So it seens to ne that for some of us | think it is
going to be very inportant to nake offers of proof on
reliability and | ocation vis-a-vis reliability and many ot her
things because of just the inverse relationship, just the
nunber of folks that are in the urban area versus the rura
areas. Not to say that rural folks don't organize well. But
generally | think if you | ook at where plants are today, there
are comunities that have grown up around those plants. And
those communities have grown up based on a | ower value of rea
estate.

So there is essentially an agenda that started in the
San Francisco case that | think is going to nbve across cases.
It is going to take nore -- you can have a cap or you can have
a floor. But to neet the floor for reliability plants in | oad

centers, | think it is going to take nore than sinply saying,
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"Well, there is a nunber and we are either under the nunber or
we are over the nunber."

So, in any event, | think if you get past the nunber
as kind of an inpedinment, | don't know whether you can
transl ate that number into proof, but at least it gets you
past the inpedi nent of the nunber, to get started and get your
chance. And then take your own chances in the market with
your offer of proof, among other chances you're taking.

V5. EDSON: Your semantic change strikes ne as
possi bly an el egant solution here. Consistent with what Gene
is saying, the developers at their peril, they don't make a
case. They can nmake the case or not. But now you have a ki nd
of elegant solution to the problem | think the challenge is
to build the rationale, construct the rationale that's going
-- let the devel opers draft the cases, say the -- | guess the
concern | had in reading the Staff paper is that you were
literally proposing to redo the nunbers and then apply your
bi d-sufficiency criteria, which was a concern

So we rmay be on to something here. It strikes me as
a sinple way to do it and get us through the next two years.

FAC!I LI TATOR GRI FFI N: Ckay.

MR N X Ckay.

FACI LI TATOR CGRI FFI N: There was one ot her nmmjor
concept that was introduced in the paper. And that was one of

the sub-options under option three, which was no nunbers. But
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there was a net systemdetrinment test that could be called
into account. Wen we were huddling, we were trying to see
who was going to articulate it. And Dan drew the |ong straw.

MR. N X Since | didn't really present that part of
the paper, | amgoing to have to give you ny view of what |
think it means. So if the author is in the audience, please

step forward and correct whatever it is | may say that is in

error.
There is a concern that individual assessnment of --

well, let's back up here. Starting back with the net system

detrinment test, | think it enbodies the idea that a new

facility ideally would provide system benefits rather than
detriments. That is, for exanple, putting a power plant in a
| ocation preventing access to transm ssion from ot her
facilities that nay have been in that area before that power
pl ant was built might be argued as a net systemdetrinment

rat her than a net system benefit.

And | think the intent there is to have a show ng
that, in fact, a new proposal does not create additiona
constraints on the existing systemor, if there are
constraints that are created, that they are mtigated in sone
way.

Now t hat may not be taking a one-and-a-half-
billion-dollar transm ssion upgrade and spreading it into the

ISO s uplift charge. That may not be a very desirable
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solution. But at |east some showi ng that the potential for
system i npacts has been assessed and that a mitigation
strategy has been considered and woul d be put in place.

COWM SSI ONER LAURI E: Al though | certainly won't
take responsibility or accountability for authoring the
concept, | have sone vague notion of what whonever did has in
mnd. And | think Dan's explanation is correct.

FACI LI TATOR GRI FFI N: Conmi ssi oner Laurie, for those
of you who don't know him

COW SSI ONER LAURI E: I"msorry. Bob Laurie,

Cal i forni a Energy Conmi ssion

The concept is under a conpetitive market you do not
have an artificial cap placed. The | aw demands there be an
i ntegrated assessnent of need fornmulated. The |aw then
demands a pl ant cannot be certified unless there is
conformance with that integrated assessnment of need. The |aw
does not demand that there be a cap artificially,
superficially or otherwi se placed on the allowabl e nunber of

megawatts as long as it is in "conformance," however that term
is defined in the ER

I f anybody disagrees with that, then | would like to
di scuss that. But that is ny understanding of what the | aw
says.

So under the concept, as noted, we would recognize

in a conpetitive market there is no justification for a
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nunber; provided, however, it would not serve public policy to
create an anount of nmegawatts that -- and bear with nme for a
monent -- "somehow is detrinmental to the systemthat is not
otherwi se mtigated."

W have sonme understanding of what "mitigation"
means, as you go through your certification process. And it
may be there is detrinment to the systemthat is not addressed,
cannot be legally addressed through current \Warren-Al qui st
statutory authority.

And the concept goes that there will be no need test
unl ess, however, absent any other potential mitigation, it is
shown that through sone formor another, to be specified,
there is a detrinent to the system That is the basic
concept .

FACI LI TATOR GRI FFI N: Comment s?

M5. LUCKHARDT: I guess with respect to the
Conmi ssioner, and | appreciate your explanation on this, this
concept is, as | see it, a real hindrance to conpetition

Thi s concept says if you are in existence and if you
have transni ssion access, then you are allowed to continue
that no matter how old or how dirty you may be. And any new
pl ant that may want to cone into that situation has to
overcone the additional cost of ensuring there is no net
system detri nent.

I just don't see that as fostering the concept of
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competition.

MR N X Let ne try a counter argunent. |If the
policy goal is to have additional power plants in order to
foster conpetition, then when you | ook specifically at new
pl ants that are being proposed at certain locations if, in
fact, they constrain other parts of the systemfrom conpeting
effectively, then have you, in fact, increased the |evel of
competition?

Under that hypothetical | would say, no, you have
not, even though you have proposed to build additional supply.
It is very site and |l ocation specific.

MS. LUCKHARDT: Well, | think anything that you put
into the systemthat nmakes it nore expensive for a new
facility to come online, you have placed a barrier to that new
facility being built and coning online.

MR N X Well, | agree. The costs have gone up and
the incentive has gone down.

M5. EDSON: Vell, et me read fromthe Staff's own
paper. The Staff paper acknow edges that there needs to be a
| ot of work done here to devel op what this definition is, how
you neasure it, how you nitigate it.

And, secondly, we all know the SO is working on a
nunber of nechanisns to deal with congestive issues and | oca
area reliability neasures, and they don't exist yet.

And so this strikes me as an issue ripe for the next
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ER, but not for an interimmeasure to try to address this as
an i nmedi ate problem unlike the other solutions up at the
t op.

MR. N X Let's go to the back

DR, McCANN: Just that one thing about that your net
systemdetrinent test basically allocates property rights to
the existing power plant owners on the transm ssion system
And so you have to ask the question: Are you willing to
all ocate property rights to the transm ssion system to the
exi sting power plant owners, because that's basically what
you' re doi ng by doing that.

MR N X Vell, it's a fair question. | certainly
don't have an answer to it. And | think Karen is on the right
track, that this is a concept that deserves a | ot nore thought
and consi derati on.

As it is right now, it's the 30, 000-foot perspective
that says, "New facilities nmay cause nore problens than the
benefits they convey,” and we shoul d recogni ze that.

MR, HARRI S: I"'mJeff Harris.

And you shoul d al so take into account in that the
policies related to cogeneration, which has a specific site
al ready designated, which is the industrial site for that
cogen facility.

So in taking a look at this issue, nake sure that you

are not disincenting people to build cogen plants as well,
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because there is bal ance with congesti on managenment, but a
cogen doesn't have the some kind of flexibility in the siting.
MS. MENDONCA: I"'m Roberta Mendonca, the Public
Advi sor at the Energy Conmission. And | wanted to bring
conments that were faxed to nme today from Peter MIller, who is
the Senior Scientist at the Natural Resources Defense Counci l
It isreally not long and it mght contribute to your
discussion if | were to go ahead and read it into the record:
"As the workshop paper clearly sunmarizes, the
newly created market for retail electricity sales
and the needs cap adopted in ER 96 is expected to
lead to a flood in applications for power plant
construction in California that exceeds the ER 96
cap of 6,737 MWof nerchant plant capacity. The
wor kshop paper describes a nunber of options for
addressing this situation. W urge the Conmi ssion
to add to this list a greenhouse gas em ssions
standard as descri bed bel ow.
"The need cap adopted in ER 96 was based on the
assunption that nmerchant plants inpose risks only on
private investors, rather than on captive custoners
However, the costs of greenhouse gas emi ssions
remain an uninternalized cost of the operation of
fossil-fuel-fired merchant plants. As a result,

these plants continue to i npose costs on captive
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custonmers and, nore generally, on all California
citizens. These costs include the direct inpacts of
climte change on California's citizens and its
environment as well as the econom c cost inposed by
the risk of future greenhouse gas regul ation
"NRDC t herefore recommends that the Conmi ssion
adopt a greenhouse gas em ssions standard as part of
a revised need test. Adoption of a greenhouse gas
em ssion standard woul d reduce the costs inposed on
the State's econony and environnment, |evel the
econom c playing field for nerchant plants, and
prevent relatively dirty merchant plants from
gai ning a near-term nmarket edge by taking advantage
of the currently uninternalized costs of CO2
em ssi ons.

"It is inmportant to note that the goal of this
proposal is not to reduce the replacenent of ol der
capacity with new plants, since new plants are
generally much cl eaner and nore efficient than
existing plants. Fortunately, the Comission is
faced with a wealth of new nmarket entrants.
Instead, the goal is to ensure that those new
entrants conpete agai nst each other on a |l eve
playing field in which all generators nust net an

environnment al st andar d.
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"The Oregon legislature recently adopted a
greenhouse gas em ssions standard for new pl ant
construction (a summary is attached). The O egon
standard requires that all new power plants meet an
em ssions level 17% 1 ower than a plant with the best
avai |l abl e heat rate. Plants with enissions above
this level can conmply with the standard t hrough a
vari ety of neans, including the purchase of
em ssions offsets. Circunstances in California
differ, but the Oregon standard provides a usefu
nmodel for consideration.
"Adoption of a parallel standard for California
woul d require devel opnent of a set of definitions,
gui del i nes, and procedures including a netric (e.g.,
pounds of CO2 equival ent per kwh of generation), a
standard | evel, and a nechani smfor purchase of
of fsets. W urge the Conmmission to begin work on
this effort as soon as possible.™

| can see that copies of this are available, should

anybody want to pick one up at the back of the roomafter, --

MR NI X That woul d be ni ce.

V5. MENDONCA: -- and make sure that it gets in as

part of the record.

And, unfortunately, one of the benefits of being a

Public Advisor is | don't have to answer your questions.
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(Laughter.)

MR N X Commi ssi oner Laurie.

COW SSI ONER LAURI E: I'' m goi ng beyond, perhaps,
this issue.

If we tend to approach a no-nunber solution and the
| aw mandat es, neverthel ess, that we find conformance with the
i ntegrated assessnent of need, then | would |ike your input as
to howin the world we do that. Wat do we say?

Bef ore you today is not the question of: Should
there be an IAN. G ven an | AN, what are you suggesting we
say? Do we say: There is an I AN and everything is in
conformance, period? Wuld that withstand a | egal attack
because that's a very inportant question

So given an | AN, without sonme kind of standard, what
are you going to utilize to defend a finding? And what Kkind
of finding do we make in finding conformance? Because the
statenent that it confornms will not be legally adequate unless
there is sone support in the record.

So what needs to be in the record to justify a
finding of conformance w thout sone standard? And if there is
to be sone standard then, in your view, what in the world
shoul d that be? That's certainly the question that's on the
table for us.

MR N X Well, let's see. Let nme play the role of

target and throw out a Staff response
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In the past the integrated assessnment of need was a
rat her nuneric-intensive way to enbody a set of public policy
goals. And | will argue that perhaps there is a way to
articul ate those goals and have a showi ng in individual cases
that a proposed project really contributes to reaching these
goal s.

For exanple, does the project neaningfully or does
the project contribute to furthering a conpetitive electricity
market in California?

Does the project provide real or neasurable
envi ronment al benefits?

Does the project provide net system benefits or
detrinents?

Now | don't know that those are the right questions
to ask and have answered. But | think the fundanentals of the
i ntegrated assessnment of need can be transl ated back into
subsidiary policy goals, which could be asked and perhaps
answered. So one person's view of how to answer your
questi ons.

COW SSI ONER LAURI E: Ckay. Well, I'mcertainly
interested in the evidence used. Wat kind of finding do you
think you need to make to legally defend your application when
it comes to: |Is this application in conformance with the | AN?
What do you think we need, or is nmy question the wong

question?
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MR. VARANI NI : It's probably the right question and
you have a group of people who are, for the record, probably
frightened to answer it, because it seens to ne we will get it
quot ed back to -- we could very well get it quoted back to us
if we are the test case for greenhouse gases.

I think that was a perfectly apropos presentation by
the NRDC. And it is a group | have great admiration for. But
those are the types of things, if you get picked as a test
case, then you have to literally potentially put on a case
about greenhouse gases, and so forth and so on.

| participated in one of those in Oregon. And
believe there were 14 days of hearings, or something |like
that, between workshops and hearings, on greenhouse gases and
gr eenhouse gas of fsets.

I think, though, your question -- the numbers are
better for us who have to prove a case in terns of having at
| east a basis upon which to cenent our particular case in our
proceeding in front of you. So that it mght be better,
think we can work things out with nmore tine, but | think the
concept of a floor and the floor being necessitated to carry
out a market function or perhaps the birth of a narket
function, that nunber and the Conmission's rationale on that
at least provides a way to anchor the case.

And then in the case you take off as nmany offers of

proof or any other evidence that you feel is necessary or
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sufficient if you want to get the Conmm ssion to nake somne
judgrments that mght go beyond sinple arithnmetics or sone form
of anal yti cs.

The other thing it seens is within the need contest
is -- again, it really is the ongoing applicant's burden of
proof. And I think with the systemchanging, it's going to be
difficult. 1 think this concept originally was to have a
nunber. You sinply recited the nunmber and, in theory, no one
woul d attack you or could attack you

And | think that nicety probably never existed. But
| amsure that there are those who will intervene and will not
accept that now, so there will be a need to put on a case.

But | think it is good to anchor it off of what was done in ER
94 and 96.

MR N X Well, | heard earlier a sentinent that the
Commi ssi on shoul d not enbark on a nunber-intensive
i nt egr at ed- assessnent - of - need process.

Was that a fair characterization, Karen or Mtch?

V5. EDSON: Well, | guess what | was going to say
was that for this project --

MR N X Well, | heard you firmy in that canp.

V5. EDSON: Certainly for this project, that it is
completely inappropriate. | agree conpletely with Gene. W
are building off of existing articulated policies of the

Conmi ssion and anal yses that are in the record, et cetera, et
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cetera, et cetera

In terms of the nunber crunching that nmay support
some future integrated assessnment of need, | sinply defer to
the record in the data coll ecti on workshop where parties have,
I think, made a very good show ng about alternative ways to
get good nunbers for doing the analytic work to support
whatever it is the Comm ssion wants to do with those nunbers
and to have nunbers that are in many ways nore accurate and
nmore useful than nunbers you might get through the kind of
mandat ory data collection nmethods that are currently in place.

So that's kind of the basis of nmy data collection on
t hi s.

FACI LI TATOR GRI FFI N: kay. | amgoing to want to
nmove this to closure by three o' clock, because there's only
two hours of air in this room W are using up the last bit.

(Laughter.)

FACI LI TATOR GRI FFI N: So are there other coments
that people want to nmake?

MR, MOSS: Again to foll owup on Karen's conment,
there is one aspect of that just to bring to the surface here.
And that is that many of the parties are going to invoke
confidentiality and the Commi ssion's confidentiality
provisions in the data that they file, because of the
mar ket - conpetitive nature of that.

So that data then will be very difficult to access in
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these siting-type cases. | nmean it will be there in
background for the Staff for their understanding. But it is
not going to be supportable.

So the Conmission will end up, because of these
concerns that are already surfacing, getting nore and nore
filings probably that will be requested, in large part, to be
confidential .

V5. EDSON: And that was one of the reasons we
articulated for noving to a different nethod of gathering
i nformati on and anal ysi s, because intervenors in those siting
cases will have a right to the input assunptions that you have
used in your analyses, and you won't be able to give it to
themif you go down the path that some have added to.

FACI LI TATOR GRI FFI N: Al right. Oher comments?

If not, thank you very nuch for coning.

M5. FLEM NG Kar en?

FACI LI TATOR GRI FFI N: We've got a lot of --

Oh, yes, Pat.

MS. FLEM NG A question, not a coment.

Now what happens? Are you going to --

(Laughter.)

M5. FLEM NG Are you going to put out another work
paper --

FACI LI TATOR GRI FFI N: No.

MS. FLEM NG -- for us to conment on?
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FACI LI TATOR GRI FFI N: No.

MS. FLEM NG No.

FACI LI TATOR GRI FFI N: The ER 96 Standing Committee
will issue its proposed ruling on Decenber the 9th. And that
will be presented at the Decenber 16th workshop (sic). There
were -- well, let's see. Sharpless and Rohy?

COWM SSI ONER SHARPLESS: No. Rohy and Sharpl ess.

FACI LI TATOR GRI FFI N: Par don?

COW SSI ONER SHARPLESS: Rohy and Shar pl ess.

FACI LI TATOR GRI FFI N: Ckay. And so they will be

doing that. |If they need our assistance in putting that paper
together, they will ask it. W wll, of course, provide it.
M. Blees is the attorney in the case. | have a

strong hopes he is the person witing it. So that is what |
expect happens next.
(Conmments off the record.)

FACI LI TATOR GRI FFI N: Yes, sir.

MR. CGRATTAN. | am |l ooking at page 8 of the Staff
handout. And the Staff was discussing in the paragraph the
ability under an assessnent of need to determ ne whether a
proj ect caused detrinent, net systemdetrinent.

I would li ke to know whet her counsel and/or Bob
Ther kel sen believe that the Commi ssion, under its existing
authority in a siting case, can turn down or condition a

project based on its net systeminpacts.
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MR. BLEES: Well, | can give you a short answer.
The I ong answer will extent us beyond the air cap figures that
have been established by Karen Giffin.

The short answer is yes, | believe that we do have
that authority.

MR, CRATTAN: Ckay.

MR, THERKELSEN: I would agree with that.

FACI LI TATOR GRI FFI N: Ckay. Thank you very nuch.
Run for the door. ©Ch, no, the |l awer has spoken

MR, BLEES: | still have nine mnutes.

MR. THERKELSEN: No, you don't. The floor does.

MR. BLEES: The Conmittee's Order said that anybody
who wants to propose particul ar | anguage for an anmendnent to
ER 96 shoul d have submitted such a proposal by this past
Monday, Novenber 30t h.

I want to invite anybody who would still like to do
that to subnit comments to the docket. Although given the
short tinme between now and Decenber 9th, whether or not the
Conmittee will actually be able to take those into account,
I"mnot sure. But | would certainly invite you to do that,
wi th enphasis on specific wordi ng changes to ER 96.

Thank you.

FACI LI TATOR GRI FFI N: Ckay. We're done.

Thank you.

(Public Workshop concluded at 2:55 o' clock p.m) --000--



