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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Before Commissioners: Jon Wellinghoff, Chairman;
Marc Spitzer, Philip D. Moeller,
John R. Norris, and Cheryl A. LaFleur.

California Independent System Docket Nos. ER10-1401-000
Operator Corporation ER10-2191-000
Green Energy Express LLC and EL10-76-000

21% Century Transmission Holdings, LLC

ORDER CONDITIONALLY ACCEPTING TARIFF REVISIONS AND ADDRESSING
PETITION FOR DECLARATORY ORDER

(Issued December 16, 2010)

1. In this order, we conditionally accept the California Independent System Operator
Corporation’s (CAISO) proposed revisions to its tariff to implement a revised
transmission planning process (RTPP), effective December 20, 2010.* We also address
Green Energy Express LLC and 21* Century Transmission Holdings, LLC’s
(collectively, Green Energy) related Petition for Declaratory Order,? and clarify the status
of the 2010 request window for economic transmission upgrades or additions.’

2. As discussed below we conditionally accept and require certain modifications to
the CAISQO’s proposal. We find the RTPP is a positive step toward facilitating the
development of transmission infrastructure needed to enable California utilities to meet
California’s ambitious renewable portfolio standards and other environmental goals.
Notably, the RTPP creates a new category of network transmission facilities, “policy-

1 CAISO’s June 4, 2010 RTPP proposal, Docket No. ER10-1401-000 (RTPP
Filing).

2 Green Energy’s July 2, 2010 Petition for Declaratory Order, Docket No. EL10-
76-000 (Petition or Green Energy Petition).

% See Cal. Indep. Sys. Operator Corp., 133 FERC { 61,020, at 1 (2010) (Waiver
Request Order) (granting CAISO a temporary waiver until the earlier of Commission
action on CAISO’s proposed RTPP or January 3, 2011).
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driven” transmission facilities, which the CAISO considers necessary to achieve “state
and federal policy requirements and directives,” such as greenhouse gas reduction
requirements and renewable energy targets.* Also significant, the RTPP transforms
CAISQO’s transmission planning process from an individual, project-by-project approach,
into a much broader, holistic approach. The RTPP fosters statewide participation in the
planning process and culminates in the development of a comprehensive transmission
plan for CAISO’s balancing authority area and a competitive solicitation that gives
opportunity to all transmission developers to propose to construct and own policy-driven
and economically-driven transmission elements.

3. Our approvals here also recognize CAISO’s efforts to expand its transmission
planning process beyond its previously-approved Order No. 890-compliant transmission
planning process.> The RTPP also continues to comply with Order No. 890. The
Commission has expressed interest in expanding transmission planning processes to
include, among other things, the consideration of public policy-driven projects, as CAISO
has proposed here.® CAISO’s innovative RTPP proposal enhances CAISO’s
transmission planning by improving transparency and openness and expanding
stakeholder, sub-regional, and regional collaboration. In addition, the RTPP provides

* RTPP proposed tariff section 24.4.6.6.

S Preventing Undue Discrimination and Preference in Transmission Service,
Order No. 890, FERC Stats. & Regs. 1 31,241, order on reh’g, Order No. 890-A, FERC
Stats. & Regs. 31,261 (2007), order on reh’g, Order No. 890-B, 123 FERC { 61,299
(2008), order on reh’g, Order No. 890-C, 126 FERC { 61,228 (2009), order on
clarification, Order No. 890-D, 129 FERC { 61,126 (2009). CAISO’s Order No. 890
transmission planning process compliance filing was accepted in the following orders:
Cal. Indep. Sys. Operator Corp., 123 FERC 1 61,283 (2008); and Cal. Indep. Sys.
Operator Corp., 127 FERC 1 61,172 (2009).

® The Commission has shown interest in expanding transmission planning
processes and exploring cost allocation issues in its currently pending Notice of Proposed
Rulemaking (NOPR) in Docket No. RM10-23-000. See Transmission Planning and Cost
Allocation by Transmission Owning and Operating Public Utilities Notice of Proposed
Rulemaking, Notice of Proposed Rulemaking, 75 Fed. Reg. 37,884 (June 30, 2010),
FERC Stats. & Regs. 1 32,660 (2010) (Transmission NOPR). Because the Commission’s
action today on CAISQO’s proposed RTPP precedes any final rule on the Transmission
NOPR, we have reviewed the RTPP Filing to ensure consistency with existing
Commission policies. CAISO, like all jurisdictional entities, will be subject to any future
rulemakings.
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additional opportunities for consideration of demand resources, generation, and other
non-transmission resources as alternatives to transmission solutions.’

4. Thus, we conditionally accept the RTPP subject to modification, as discussed
below. In addition, we address Green Energy’s requests for clarification of CAISO’s
interpretation of certain provisions of CAISQO’s existing tariff.

l. Background

A. Procedural

5. On June 4, 2010, CAISO submitted its RTPP Filing to implement a revised
transmission planning process, requesting an effective date of August 3, 2010. In
response to the RTPP Filing, on July 2, 2010, Green Energy filed its Petition, requesting
clarification of certain provisions of or relating to the RTPP.®

6. On July 26, 2010, the Commission issued an order in Docket No. ER10-1401-000,
finding that CAISO had not shown its proposed RTPP to be just and reasonable.’ The
Commission stated that the RTPP Filing lacked the specificity and clarity necessary to
evaluate the proposal, and additional information was needed before the Commission
could resolve the complex issues that had been raised in protests filed by various parties
and that are summarized below. The July 26 Order, therefore, accepted and suspended
the proposed tariff revisions to become effective on the earlier of January 3, 2011, or a
date set in a further Commission order, and directed Commission staff to convene a
technical conference. The technical conference was held on August 24, 2010, to discuss
the RTPP Filing and the Green Energy Petition. Parties were provided the opportunity to
submit post-technical conference comments. ™

" Throughout this order, demand resources, generation, and other non-transmission
resources may be referred to together as “non-transmission alternatives.”

® Green Energy states that it does not object to addressing the merits of its Petition
in Docket No. ER10-1401-000. It states, however, that if certain of CAISO’s interpretive
claims are not resolved in Docket ER10-1401, Green Energy reserves its rights to pursue
resolution of those issues in Docket No. EL10-76-000. Green Energy, August 5, 2010
Answer, Docket No. EL10-76-000 at 1, 2, 5 (Green Energy Answer).

% Cal. Indep. Sys. Operator Corp., 132 FERC { 61,067 (2010) (July 26 Order).

% Throughout this order, we refer to all comments and protests on the RTPP Filing
filed on or before June 30, 2010 as “protests.” We refer to all comments filed on or
before September 8, 2010 as “Post-Tech Conference Initial Comments.” All comments

(continued...)
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7. On August 10, 2010, CAISO filed a petition for waiver of the applicability during
Fall 2010 of paragraph (a) of section 24.2.3 of the existing CAISO tariff, which permits
market participants to submit proposals for economic transmission upgrades or additions
through a transmission planning request window.** On October 8, 2010, the Commission
issued an order in Docket No. ER10-2191-000, granting a temporary waiver of the
requested tariff provision until the earlier of the Commission’s action in the RTPP
proceeding or January 3, 2011."2

B. RTPP Filing

8. The proposed RTPP consists of three phases. In Phase 1 of the RTPP, CAISO
plans to begin to develop unified planning assumptions and a study plan, as it currently
does under its existing planning process. In parallel, CAISO proposes to initiate the
development of a conceptual statewide plan (conceptual plan) to identify transmission
needs specifically based on policy goals. CAISO indicates that it may undertake this
effort in coordination with regional and sub-regional planning groups and interconnected
balancing authority areas.*?

9. In Phase 2 of the RTPP, CAISO proposes to conduct technical studies based on
the unified planning assumptions and study plan developed in Phase 1 and hold a request
window for the submission of proposals for reliability-driven projects, location-
constrained resource interconnection (LCRI) facilities, demand response or generation
proposals as alternatives to transmission additions or upgrades to meet reliability needs,
and proposals for merchant transmission facilities.** By the conclusion of Phase 2,

filed after September 8, 2010 and on or before September 17, 2010 are referred to as
“Post-Tech Conference Reply Comments.”

1 CAISO August 10, 2010 Petition for Waiver of Tariff Provision, Docket
No. ER10-2191-000 (Waiver Petition).

12 Waiver Request Order, 133 FERC { 61,020.

13 California is made up of five balancing authorities: Imperial Irrigation District
(Imperial); Los Angeles Dept. of Water and Power; Turlock Irrigation District;
Sacramento Municipal Utility District (SMUD); and CAISO.

1 A merchant transmission facility is a facility or upgrade that is part of the
CAISO controlled grid whose costs are paid by the project sponsor and not recovered
through CAISO’s transmission access charge, wheeling access charge or other regulatory
cost recovery mechanism. We note that independent developers may propose merchant
transmission facilities, if they wish to bear all of the project costs; however, independent
developers are also able to propose to build policy-driven and economically-driven

(continued...)
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CAISO states that it will develop a comprehensive transmission plan for its balancing
authority area, using a number of inputs including, among others, technical and economic
planning study results, request window proposals, and its conceptual plan. CAISO states
that the comprehensive transmission plan will specify all of the upgrades and additions
needed to meet the infrastructure needs of the CAISO transmission grid.

10.  As part of the comprehensive transmission plan developed in Phase 2, CAISO
plans to identify all needed additions and upgrades (e.g., to meet needs for reliability, to
maintain the feasibility of long-term congestion revenue rights (CRR), for policy goals,
etc.) and define them as either transmission “projects” or “elements.” CAISO explains
that “projects” refer to transmission needs or additions to be built by the applicable
participating transmission owner (PTO) responsible for constructing the project. CAISO
states that transmission projects fall into the following categories: reliability-driven
projects; LCRI facilities; projects to maintain the feasibility of long-term CRR;** and
Large Generator Interconnection Procedure (LGIP) network upgrades considered as part
of the RTPP, as discussed in detail below.*® CAISO explains that transmission

transmission elements, as discussed below, which would not be considered merchant
facilities because their costs are recoverable under CAISO’s tariff.

> CRRs are financial instruments made available through allocation or auction
that enable CRR holders to manage their exposure to congestion costs in a locational
marginal pricing market. CAISO is obligated to ensure the continuing feasibility of long-
term CRRs that are allocated by CAISO over the length of their terms. Accordingly,
CAISO, as part of its annual transmission planning process, tests and evaluates the
simultaneous feasibility of long-term CRRs. Pursuant to such evaluations, CAISO
identifies the need for any transmission additions or upgrades required to ensure the
continuing feasibility of long-term CRRs over the length of their terms and publishes a
congestion data summary along with the results of the CAISO technical studies. In
assessing the need for transmission additions or upgrades to maintain the feasibility of
long-term CRRs, CAISO, in coordination with the PTOs and other market participants,
considers lower cost alternatives to the construction of transmission additions or
upgrades, such as acceleration or expansion of existing projects; demand-side
management; remedial action schemes; constrained-on generation; interruptible loads;
and reactive support. (CAISO existing tariff section 24.1.4, Maintaining The Feasibility
Of Allocated Long Term CRRs; RTPP proposed tariff section 24.4.6.4, Projects to
Maintain the Feasibility of Long Term CRRs).

16 CAISO also proposes to include merchant transmission projects in the
comprehensive transmission plan and continue to allow such projects to be built by the
developer who proposed them because project sponsors for merchant transmission

(continued...)
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“elements” identified in the comprehensive transmission plan will be either policy-driven
or economically-driven and subject to an open solicitation process for a project sponsor
to build such elements.

11.  CAISO explains that during Phase 3 of the RTPP, it will hold an open solicitation
process that provides all interested parties, including independent developers and PTOs,
an equal opportunity to submit specific proposals to build policy-driven and
economically-driven transmission elements identified in the final comprehensive plan
from Phase 2. CAISO also sets out a process for choosing between projects if two or
more qualified project sponsors seek to construct and own the same policy-driven or
economically-driven transmission element, as discussed below.

C. Green Enerqy Petition

12.  Inits Petition, Green Energy requests clarification of CAISO’s interpretation of
provisions in CAISO’s existing tariff that pertain to LGIP-related network upgrades and
LCRI facilities. Green Energy contends that CAISO’s existing tariff does not provide a
right of first refusal (ROFR) for incumbent PTOs to build modified and expanded LGIP
network upgrades or LCRI facilities, as the RTPP contemplates. Green Energy also
contends that CAISO’s RTPP, consistent with the existing tariff, provides an “explicit”
ROFR for incumbent PTOs to build and own reliability projects and projects required to
maintain feasibility of long-term CRRs.!” Green Energy asks the Commission to
evaluate whether these ROFRs remain just and reasonable and not unduly discriminatory
or preferential in light of Commission precedent and the Transmission NOPR, as
discussed below.

1. Notice of Filing and Responsive Pleadings*®

13.  Notice of the RTPP Filing was published in the Federal Register, 75 Fed.
Reg. 35,015 (2010), with protests and interventions due on or before June 25, 2010,
subsequently extended until June 30, 2010.*

projects bear all of their costs. To date, no significant merchant transmission projects
have been built in the CAISO balancing authority area.

17 Green Energy Petition at 15.

'8 On December 14, 2010, Critical Path Transmission, LLC and Clear Power LLC
filed a complaint in Docket No. EL11-11, alleging issues relating to the RTPP. The
complaint will be addressed in a subsequent order.

19 0On June 23, 2010, the Commission extended the time for filing comments until
June 30, 2010.
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14.  Numerous parties filed timely notices of intervention, motions to intervene,
comments, and/or protests.”2 CAISO submitted an answer,? as did Cities of Anaheim,
Azusa, Banning, Colton, Pasadena, and Riverside, California (Six Cities).

15.  Notice of the Technical Conference was issued on August 3, 2010, with
supplemental notices published on August 19, 20, and 23, 2010. The August 19, 2010
Notice set initial and reply post-technical conference comment dates of September 8,
2010, and September 17, 2010, respectively.

16.  On August 20, 2010, Desert Southwest Power, LLC (Desert Southwest) filed
supplemental comments. Western Independent Transmission Group (WITG) submitted
technical conference questions on August 23, 2010.

17.  On August 24, 2010, the technical conference was held to discuss issues raised in
the RTPP and Green Energy Petition proceedings.

18.  On September 8, 2010, the Commission received initial post-technical conference
comments from: CAISO; California Wind Energy Association (CalWEA); California
Municipal Utilities Association (CMUA); Desert Southwest; Green Energy; Independent
Energy Producers Association (IEP); LS Power Associates, LP (LS Power); Modesto
Irrigation District (Modesto); Northern California Power Agency (NCPA); Nevada
Hydro Company (Nevada Hydro); Pattern Transmission LP (Pattern); Pacific Gas and
Electric Company (PG&E); City and County of San Francisco (San Francisco); San
Diego Gas & Electric Company (SDG&E); Six Cities; SMUD; Southern California
Edison Company (SoCal Edison); California Department of Water Resources State Water
Project (SWP); Transmission Agency of Northern California (TANC); and WITG.

19.  On or before September 17, 2010, the Commission received post-technical
conference reply comments from: Bay Area Municipal Transmission Group (Bay Area),
CAISO, CalWEA, DayStar Farms and Critical Path Transmission (DayStar), CMUA,
Green Energy, NCPA, Pattern, PG&E, San Francisco, SDG&E, Six Cities, SoCal Edison,
and TANC.

20 See July 26 Order, 132 FERC 1 61,067 at P 16.

2L CAISO July 15, 2010 Answer to Comments, Motion for Leave to Answer and
Answer to Protests, Docket No. ER10-1401-000 (CAISO Answer).

22 July 26 Order, 132 FERC 1 61,067 at P 17.
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20.  On September 28, 2010, CAISO submitted post-technical conference
supplemental comments and a motion for leave to file such comments.?® Green Energy
filed an answer to CAISO’s supplemental comments on October 8, 2010.%

21.  On September 29, 2010, Six Cities filed additional comments in the RTPP
proceezging, which address issues raised in the Transmission NOPR and other pending
cases.

22.  Notice of the Green Energy Petition was published in the Federal Register,

75 Fed. Reg. 40,818 (2010), with protests and interventions due on or before July 23,
2010. Timely notices of intervention or motions to intervene were filed by the California
Public Utilities Commission (CPUC); Six Cities; NCPA; Modesto; Cities of Redding and
Santa Clara, California and M-S-R Public Power Agency (Cities/M-S-R); and Imperial .
SDG&E, CAISO,% SoCal Edison, and PG&E filed timely motions to intervene and
protests. On July 27, 2010, SMUD filed a motion to intervene out-of-time. On August 5,
2010, Green Energy filed an answer to the protests.

2 CAISO September 28, 2010 Supplemental Comments, Docket No. ER10-1401-
000, et al. (CAISO Supplemental Comments).

24 Green Energy October 8, 2010 Answer, Docket No. ER10-1401-000 (Green
Energy RTPP Answer).

2 Six Cities states that its comments were filed in response to the Transmission
NOPR, but include discussion of matters at issue in this proceeding as well. Therefore,
Six Cities states that it also filed the comments in this proceeding to avoid any potential
for “off-the-record” communication, which we interpret to mean wrong record or wrong
docket. Because these comments address the Transmission NOPR rather than the
particular features of the RTPP, however, they are more appropriately addressed in the
rulemaking proceeding in Docket No. RM10-23-000, and we will not address them here.
See Mobile Oil Exploration & Producing Southeast, Inc. v. United Distrib. Cos.,

498 U.S. 211, 230 (1991) (agency enjoys broad discretion in determining how best to
handle related, yet discrete, issues in terms of procedures and priorities) (citing Vermont
Yankee Nuclear Power Corp. v. Natural Resources Defense Council, Inc., 435 U.S. 519
(1978); Heckler v. Chaney, 470 U.S. 821, 831-832 (1985)).

26 CAISO July 23, 2010 Motion for Leave to Intervene and Protest, Docket No.
EL10-76-000 (CAISO Protest to Petition).
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I11. Procedural Matters

A. Interventions, Comments, and Answers

23.  Inthe July 26 Order, the Commission found that the notice of intervention and
timely, unopposed motions to intervene in the RTPP proceeding served to make the
entities that filed them parties to this proceeding.”” Pursuant to Rule 213(a)(2) of the
Commission's Rules of Practice and Procedure, 18 C.F.R. 8 385.213(a)(2) (2010), the
Commission accepted CAISO’s and Six Cities’ answers because they provided
information that assisted us in our decision-making process.?®

24.  Asto the Green Energy Petition, pursuant to Rule 214 of the Commission’s rules
of Practice and Procedure, 18 C.F.R. 8 385.214 (2010), the notice of intervention and
timely unopposed motions to intervene serve to make the entities that filed them parties
to this proceeding. Pursuant to Rule 214(d) of the Commission’s Rules of Practice and
Procedure, 18 C.F.R § 385.214(d) (2010), the Commission will also grant SMUD’s late-
filed motion to intervene given its interest in the proceeding, the early stage of the
proceeding, and the absence of undue prejudice or delay.

25. Rule 213(a)(2) of the Commission’s Rules of Practice and Procedure prohibits an
answer to a protest or an answer unless otherwise ordered by the decisional authority.

We will accept CAISO’s Supplemental Comments and Green Energy’s RTPP Answer, as
well as Green Energy’s answer in Docket No. EL10-76-000 because they have assisted us
in our decision-making process.

B. Green Enerqy Petition

26.  Asnoted above, Green Energy states that it does not object to its Petition being
addressed as part of the RTPP proceeding. Because the issues raised in the Green Energy
Petition are integrally related to and coextensive with certain issues raised in the RTPP
proceeding, we therefore address the concerns raised by Green Energy in this order, and
deny Green Energy’s specific requests related to LGIP network upgrades and LCRI
facilities, as well as reliability and long-term CRR feasibility projects, as discussed
below.

IV. RTPP Discussion

27.  Asdiscussed below, we find that the RTPP, as modified in this order, is just,
reasonable and not unduly discriminatory or preferential, and continues to comply with

27 July 26 Order, 132 FERC 61,067 at P 27.
28
Id.
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Order No. 890’s transmission planning principles. Also, we find the RTPP procedures
for policy-driven and economically-driven projects enhance the efficiency of the planning
process and increase competitive opportunities.

28.  The August 24, 2010 technical conference provided an open, efficient forum to
discuss the RTPP’s significant and more controversial features, including the inputs used
in the development of the conceptual statewide plan, the relationship between the RTPP
and CAISQO'’s interconnection procedures, opportunities for independent developers under
the RTPP, and the treatment of projects submitted in the 2008/2009 request window.

The technical conference also addressed parties’ concerns regarding the rights and
responsibility of transmission owners to build particular categories of transmission
projects and the selection of project sponsors. Following robust technical conference
participation, which was webcast, the Commission received several hundred pages of
post-technical conference comments and reply comments supplementing the record.

29.  This additional process, in conjunction with the RTPP Filing and pre-technical
conference comments, has provided the Commission with the information needed to
resolve the complex issues in dispute. Consistent with the objectives of Order No. 890,
the RTPP is designed to make CAISO’s current transmission planning process more
comprehensive and collaborative.” The RTPP encourages statewide collaboration and
the consideration of state and federal regulations and directives that may require
additional transmission infrastructure in California. The proposed transmission planning
process offers enhanced opportunities for stakeholder participation, input, review, and
comments, and encourages collaboration with regional and sub-regional planning groups.
Indeed, CAISO has already begun collaborating with the California Transmission
Planning Group (CTPG) and other stakeholders to increase its understanding of
California’s transmission needs and acquire input for its conceptual plan.

30.  However, while the RTPP improves certain features of CAISO’s existing process,
it also raises some concerns with both the existing and proposed transmission planning
procedures. Consequently, we conditionally accept the tariff revisions implementing
CAISO’s proposed RTPP, subject to the modifications and clarifications discussed
below. This discussion focuses on arguments raised in connection with specific proposed
RTPP provisions. We accept all tariff revisions proposed in the RTPP Filing, including
those not specifically addressed in this order, except as specifically discussed below,
where we direct modifications to be made in a compliance filing within 30 days of
issuance of this order.

29 See Order No. 890, FERC Stats. & Regs. 31,241 at P 3.
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A. Development of a Conceptual Statewide Plan

31. Phase 1 of the proposal consists of two parallel processes: (1) development of the
unified planning assumptions and study plan; and (2) initiation of the development of the
conceptual statewide transmission plan.*® Several parties raise issues with regard to the
conceptual plan.

32.  CAISO proposes to develop a conceptual plan that will identify potential
transmission upgrades or additional elements needed to meet state and federal policy
requirements and directives on its own, or in coordination with other regional or sub-
regional transmission planning groups or entities.** After the conceptual plan is posted
for stakeholder review, comments, and recommended modifications, it will be an input
into the development of CAISO’s comprehensive plan in the RTPP.

33.  CAISO states that it plans to work with CTPG to develop CAISO’s conceptual
plan for the 2010/2011 planning cycle. CTPG is a forum for conducting joint
transmission planning and coordination to meet California’s transmission needs. CTPG’s
membership includes transmission operators and owners that have an obligation to serve
specific areas in the state.** CAISO notes that CTPG is developing its own, separate
statewide plan, which CAISO states it will use as one RTPP input. CAISO also states
that it receives inputs into its planning process from a multitude of other stakeholders, in
addition to CTPG.®

34.  Several parties express concern about CTPG’s role in the development of
CAISO’s conceptual plan and CTPG’s restricted membership.** These protestors argue
that CAISQO’s collaboration with this regional group of transmission owners compromises
CAISO’s impartiality and could result in CAISO being unfairly influenced by the product
developed by CTPG. These parties are concerned that CAISO could simply adopt

%0 RTPP proposed tariff section 24.3, Transmission Planning Process Phase 1.

31 RTPP proposed tariff section 24.4.4, Comment Period of the Conceptual
Statewide Plan.

%2 CTPG members include Imperial Irrigation District, Los Angeles Dept. of Water
and Power, Modesto and Turlock Irrigation Districts, SMUD, TANC, Southern
California Public Power Authority, Western Area Power Administration, SoCal Edison,
PG&E, and SDG&E. CAISO is a non-voting member of CTPG.

% RTPP Filing at 31.

% These parties include CalWEA, CPUC, DayStar, DSWP, IEP, Green Energy,
Large-Scale Solar Association (Large-Scale Solar), MRE/PE, Nevada Hydro, Pattern,
San Francisco, SWP, Western Grid, and WITG.
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CTPG’s recommendations without adequately considering other stakeholder input.

They argue that the proposed tariff revisions do not explicitly commit CAISO to
independently vet its conceptual inputs, nor does the RTPP proposal indicate whether
other stakeholders’ inputs are given equal consideration. Parties argue that CAISO’s
participation in conducting CTPG’s studies results in a conflict-of-interest and requests
that the Commission direct CAISO to disengage from CTPG’s process, and instead use
separate staff to review and evaluate CTPG’s plan apart from those who will create
CAISO’s conceptual plan. Also, parties ask the Commission to require CAISO to modify
its tariff to clarify the inputs and criteria CAISO will use to develop its conceptual plan in
Phase 1. In particular, these parties would like CAISO’s tariff to clearly state how much
weight CAISO will afford the plan CTPG provides to CAISO.

35.  In addition to parties’ general protests, San Francisco and IEP offer two specific
remedies. First, San Francisco asks the Commission to direct CAISO to submit detailed
recommendations for bringing CTPG into compliance with Order No. 890, and allow all
parties to review and comment on those recommendations. Second, IEP requests that the
Commission reject the RTPP Filing until CTPG includes regulatory, consumer,
independent generation, and independent transmission representatives in all phases of its
process.

36. CTPG members PG&E, SDG&E, SoCal Edison, and TANC, support CAISO’s
collaboration with CTPG. These parties reject protestors’ claims that CTPG favors its
members’ project proposals and oppose opening CTPG’s membership. They assert that
CTPG is not a decision-making body, and that the group’s purpose instead is to identify
potential solutions to potential transmission needs. Additionally, these parties note that
CTPG does not claim that these potential solutions are the single or best answer, and that
CAISO does not classify them as member-owned. SDG&E points out that CTPG studies
have considered various scenarios to determine what renewable resource areas may be
able to meet state and federal renewable goals. For example, SDG&E notes that CTPG
has considered California Renewable Energy Transmission Initiative analyses in these
studies.®® SDG&E also notes that CTPG has identified three projects submitted by non-
incumbent sponsors for evaluation that would address certain of the transmission needs
identified by CTPG.* Parties also support CAISO’s collaborative efforts by arguing that
CTPG adheres to North American Electric Reliability Corporation (NERC) and Western
Electricity Coordinating Counsel (WECC) objective reliability standards.*’

% SDG&E Post-Tech Conference Initial Comments at 9.
% 1d. at 14.
%" See, e.g., TANC and SoCal Edison.
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37.  CAISO clarifies that any transmission elements identified in the CTPG studies
will be subject to the same criteria and standards as all other stakeholder inputs when
individually vetted during Phase 1. Although CAISO concedes that CTPG’s membership
is not open to all stakeholders, CAISO maintains that CTPG is not a decision-making
body, and that CAISO alone will determine who will build and own transmission
elements in an Order No. 890-compliant process. CAISO contends that its process will
include stakeholder meetings and several opportunities for interested parties to comment.
Thus, CAISO defends its decision to collaborate with CTPG, and notes that, consistent
with Commission precedent, its tariff does not specifically identify CTPG, or any other
planning entity with which it collaborates.

38.  Further, CAISO clarifies that the proposed tariff provision does not assign any role
to CTPG, but instead allows for the development of the conceptual statewide plan in
coordination with regional planning groups, which includes, among others, CTPG.
Responding to San Francisco’s protest, CAISO argues that it is not biased towards
CTPG’s plan because it is not a voting member of CTPG’s Executive Committee.
CAISO states that its work on CTPG’s plan is consistent with Commission-imposed
requirements, tariff sections, and Business Practice Manual provisions that require
regional coordination and planning. Moreover, CAISO also emphasizes that the tariff
does not assign CTPG’s plan any greater weight than other inputs into its conceptual plan
and RTPP.

39.  CAISO reiterates that the CTPG plan is only one input into the RTPP and that all
of its results and assumptions will be vetted equally through the RTPP along with the
other proposals that CTPG does not address. In response to comments that CAISO
should identify its independent analysis and planning inputs in the tariff, CAISO counters
that the RTPP already contemplates such actions, which will be conducted in an open and
transparent process. CAISO notes that CTPG is not mentioned in the RTPP proposed
tariff language because it is CAISO’s responsibility to develop and present to
stakeholders a conceptual statewide transmission plan in each planning cycle. While
CAISO notes that it is working with CTPG in the 2010/2011 planning cycle, CAISO
states that it cannot predict whether current CTPG activities will continue in the future
and cannot dictate CTPG’s future work plans.

40.  CAISO also refutes protestors’ complaints regarding CTPG’s restricted
membership. CAISO argues that even if CTPG were to open up to include all interested
stakeholders, it still could not rely exclusively on CTPG’s recommendations because
there are numerous other inputs that CAISO must take into account. CAISO also argues
that CTPG is not private and has made all of its studies and assumptions public. CAISO
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asserts that the Commission allows transmission providers to seek input from entities that
do not themselves fully comply with Order No. 890.%

41.  Lastly, CAISO maintains that the RTPP complies with Order No. 890. CAISO
reiterates the numerous opportunities it provides stakeholders to review and comment
throughout the RTPP. Specifically, under RTPP proposed tariff section 24.4.4,
stakeholders will be able to comment on the conceptual statewide plan that will be posted
on the CAISO website. In the month immediately following the publication of the
conceptual statewide plan prepared by CAISO, all interested parties will have an
opportunity to submit comments and recommend modifications to the conceptual
statewide plan and alternative transmission elements. CAISO asserts that these
provisions ensure that all parties have input regarding the Phase 1 process equivalent to
that of CTPG. In addition, CAISO states that the Phase 2 analytical and stakeholder
processes in the tariff will fully address the interests of all parties. For example,
CAISOQO’s conceptual plan is used to determine which projects should be included in
CAISO’s comprehensive transmission plan, developed during RTPP Phase 2. Phase 2
provides for at least one public meeting after CAISO posts its technical study results and
a minimum of two weeks to provide written comments.*® Following that, CAISO
proposes to post a draft comprehensive transmission plan, hold a public conference and
solicit comments. After consideration of comments, CAISO will post a revised draft
comprehensive transmission plan. Finally, the revised draft plan, along with stakeholder
comments, will be presented to CAISO’s Governing Board for approval, at which time
stakeholders can make their comments directly to the Board.

Commission Determination

42.  We accept the proposed RTPP tariff provisions concerning the development of the
conceptual statewide plan as just and reasonable and consistent with Order No. 890, and
find CAISO’s participation in CTPG studies acceptable, provided CAISO modifies its
tariff to expressly state its commitment that it will not give undue weight or preference to
any input in its planning process.

%8 CAISO Post-Tech Conference Reply Comments at 5 (citing Order No. 890,
FERC Stats. & Regs. 131,241 at P 460).

% The RTPP tariff provisions provide that technical studies, and other assessments
necessary to develop the comprehensive transmission plan, would be conducted during
Phase 2 in accordance with the unified planning assumptions and study plan, and will
include any technical studies or assessments necessary to determine whether and how to
include elements from CAISO’s conceptual statewide transmission plan.
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43.  We find that CAISO staff’s involvement in the regional CTPG planning process is
acceptable. CAISO assists CTPG in preparing studies, and is not a voting member on
CTPG’s Executive Committee. As an independent system operator, CAISO has no
financial stake in the transmission planning process.”’ As such, CAISO lacks the
incentives that would create a conflict, and given its status as a non-voting member, it
would be limited in its ability to influence the CTPG planning outcome even if there were
a conflict.

44.  Furthermore, we believe that CAISO’s collaboration with CTPG is beneficial to
the region. The enhanced collaboration between California’s public transmission owners
and investor-owned utilities within CTPG, in conjunction with CAISO’s added expertise
and participation, will help to prevent duplication of facilities and increase the efficient
sharing of data and planning information. Further, throughout the planning process, in
both the CTPG and the RTPP, there are various public forums where findings will be
presented and interested parties will have the opportunity to review and comment on
those findings. We encourage interested parties to avail themselves of these numerous
opportunities to participate. As stated above, CAISO has committed to collaborate with
numerous and diverse groups throughout its planning process.

45.  Our review shows that the RTPP provides numerous meaningful opportunities for
all stakeholders to review and comment on CAISO’s conceptual and comprehensive
plans, including commenting on inputs from CTPG and others. We note that while non-
transmission owners are not voting members on CTPG’s Executive Committee, CTPG
allows interested parties, including non-transmission owners, to participate in meetings
and provide feedback. Further, CTPG posts its study plans and results online so that all
interested parties may submit comments and recommendations. Therefore, the CTPG
planning process is generally open and transparent.

46.  More importantly, and regardless of how open and transparent the CTPG process
might be, it is CAISO that has an obligation to conduct an open and transparent
transmission planning process in compliance with Order No. 890.** Our review of the
procedures proposed reveals that all interested parties have many opportunities to review
and comment on inputs into the RTPP, including any input based on CTPG study results.
These opportunities include the following: (1) one month to comment on and suggest

0 See Regional Transmission Organizations, Order No. 2000, FERC Stats.
& Regs. 1 31,089 (1999), order on reh’g, Order No. 2000-A, FERC Stats. & Regs.
131,092 (2000), aff’d sub nom. Pub. Util. Dist. No. 1 of Snohomish County, Washington
v. FERC, 272 F.3d 607 (D.C. Cir. 2001); Cal. Indep. Sys. Operator Corp., 112 FERC
161,010, reh’g dismissed, 112 FERC { 61,337 (2005).

1 See Order No. 890, FERC Stats. & Regs. 31,241 at P 528.
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modifications to CAISO’s conceptual plan; (2) a public meeting after CAISO’s

technical study results are posted and a minimum of two weeks to provide written
comments; (3) a public conference and solicitation of comments on CAISO’s
comprehensive plan; and (4) opportunity to comment to the CAISO Board regarding the
proposed comprehensive plan. Therefore, we reject protestors’ requests to require CTPG
to open its voting membership, preclude CAISO’s participation in CTPG, or prevent
CAISO from using CTPG’s plan as an input to CAISO’s conceptual plan.

47.  We also reject protestors’ claims that the RTPP does not comply with Order

No. 890 because CAISO intends to use the CTPG plan as a Phase 1 input. CAISO has
reiterated and committed that the CTPG study plan will be only one input among many
into the development of CAISO’s conceptual plan, and has listed multiple other entities
whose input it will also take into consideration.** By considering a broad array of input
(including the CTPG study plan) in developing its own plan, CAISO will be better able to
prepare a robust comprehensive transmission plan.

48.  CAISO explains that once it finishes the initial draft of its conceptual plan there
are lots of opportunities for public comment on it because, as noted above, CAISO will
post the conceptual plan online, issue a market notice, and allow one month for parties to
submit comments and modifications. The final conceptual statewide plan will then
become one input into CAISO’s comprehensive transmission plan, which is subject to a
comment period and public conference, as also noted above. CAISO asserts that it will
then submit the comprehensive plan and stakeholder comments to its Governing Board
for approval, at which time stakeholders will be able to make their comments directly to
the Board. We find these steps provide for further inclusiveness and transparency in the
process, in further support of the principles of Order No. 890.

49.  CAISO states that the CTPG conceptual plan is only one input into the RTPP and
that all of its results and assumptions will be vetted equally through the RTPP along with
the other proposals. Further, CAISO emphasizes that the tariff does not even recognize,
let alone assign CTPG’s conceptual plan a greater weight than other inputs into CAISO’s
conceptual plan in the RTPP process. CAISO clarifies and commits that any
transmission needs identified in the CTPG studies will be subject to the same criteria and
standards as all other stakeholder inputs when individually vetted during Phase 1. We
note, however, that while these commitments would ensure that CAISO treats each input
into the RTPP in a non-discriminatory manner, these commitments are not included in

*2 In addition to independent developers and generators, CAISO names CPUC,
California Energy Commission, consumer interests, municipal utilities that are not
members of CTPG, and transmission providers in other states. CAISO Post-Tech
Conference Reply Comments at 4.
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CAISO’s proposed tariff revisions. Therefore, we direct CAISO to revise its proposed
tariff provisions to incorporate tariff language that memorializes its commitments to
apply the same criteria and standards to each input into its planning process, without
according any undue weight or preference to CTPG or any other input in the planning
process. With these revisions we find CAISO’s proposal concerning development of the
conceptual statewide plan for the RTPP, including CTPG input, are just and reasonable
and will enable CAISO to continue to comply with the transmission planning principles
of Order No. 890.** We direct CAISO to submit the tariff modification within 30 days of
issuance of this order.

B. Categories of Transmission Projects and Elements

50. Following the development of the conceptual plan, unified planning assumptions,
and study plan in Phase 1 of the RTPP, CAISO will conduct technical studies and open a
request window during Phase 2 for the submission, by any interested parties, of proposals
for reliability projects; LCRI facilities; non-transmission resource alternatives to meet
reliability needs; and merchant transmission facilities.** Using all of these inputs,
CAISO then will determine which transmission elements (which will be open to
solicitation for a project sponsor in Phase 3) and transmission projects should be included
in the comprehensive transmission plan.

51.  The comprehensive plan will include reliability projects, LCRI facilities, merchant
transmission facilities, projects to maintain the feasibility of long-term CRRs, and certain
LGIP network upgrades, as discussed below. The comprehensive plan will also include
policy-driven transmission elements that are needed to meet state or federal policy
requirements or directives, and economically-driven elements needed to reduce
congestion costs, production supply costs, transmission losses, or other electric supply
costs resulting from improved access to cost-effective resources.* CAISO will also
conside‘{ﬁpotential transmission and non-transmission alternatives proposed by interested
parties.

*® See Cal. Indep. Sys. Operator Corp., 123 FERC { 61,283; Cal. Indep. Sys.
Operator Corp., 123 FERC 1 61,283 (2008); Cal. Indep. Sys. Operator Corp., 127 FERC
161,172 (2009).

“ RTPP proposed tariff section 24.4.3, Phase 2 request window.
> RTPP proposed tariff section 24.1, Overview.

“® RTPP proposed tariff section 24.4.5, Determination of Needed Transmission
Projects and Elements.
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52.  CAISO notes that the RTPP does not change the tariff provisions or the process
for identifying reliability projects, projects required to maintain the feasibility of long-
term CRRs, LCRI facilities, or merchant transmission projects. CAISO states that,
consistent with the existing tariff, the applicable PTO will have the responsibility to
construct reliability, LCRI, and long-term CRR projects that are included in the final
comprehensive transmission plan. Also consistent with the existing tariff, the merchant
transmission project sponsor that proposed the merchant project will build it if the project
is included in the final comprehensive plan. On the other hand, policy-driven and
economically-driven transmission elements, identified in the comprehensive transmission
plan, will be open to competitive solicitation during Phase 3 to determine the project
sponsor.

53.  Several parties take issue with the RTPP transmission categories, contending

that they are vaguely defined and subject to differing submission and selection criteria.
They assert that this vagueness will cause gaming, litigation that will result in delays to
transmission development, and discriminatory treatment of independent transmission
developers. Parties are also concerned with potential overlap among transmission
categories that could result in a project fitting into more than one category. In particular,
parties are concerned that some transmission categories are effectively subject to a ROFR
for incumbent transmission owners.

54.  Each transmission category, with associated comments, is discussed in detail
below.

1. Reliability Projects

55.  CAISO states that it will receive and evaluate proposals for reliability projects
during RTPP Phase 2. RTPP proposed tariff section 24.4.6.2 (Reliability Driven
Projects), which is substantively unchanged from the existing tariff, provides that PTOs
are responsible for constructing, owning, financing, and maintaining reliability upgrades
and additions in their corresponding service territories.*’ Reliability-driven projects are
“any transmission additions or upgrades required to ensure System Reliability consistent
with all Applicable Reliability Criteria and CAISO Planning Standards.”*® The tariff
provisions on reliability projects provide that CAISO will identify the need for any
transmission additions or upgrades required to ensure system reliability, taking into
consideration “lower cost alternatives to the construction of transmission additions or
upgrades, such as acceleration or expansion of existing projects, Demand-side

" Compare RTPP proposed tariff section 24.4.6.2 with CAISO existing tariff
section 24.1.2.

“® RTPP proposed tariff section 24.4.6.2, Reliability Driven Projects.
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management, Remedial Action Schemes, appropriate Generation, interruptible Loads or
reactive support.”*

56. CPUC suggests that CAISO should add “storage” to the list of non-wires solutions
to reliability needs. Pattern contends that the RTPP provides incumbent PTOs strong
incentives to categorize projects into those categories that will grant the incumbent a
ROFR (i.e., reliability projects, LCRI facilities, projects needed to maintain the feasibility
of long-term CRRs, or LGIP network upgrades).® Pattern notes that independent
developers are only provided the opportunity to compete for the right to build and own
policy-driven and economically-driven elements that are included in the comprehensive
transmission plan.

57.  Green Energy acknowledges that CAISO’s proposed and existing tariff provisions
provide incumbent PTOs exclusive rights to build reliability upgrades. Green Energy
encourages the Commission to examine whether these provisions remain just and
reasonable in light of the Transmission NOPR and recent Commission precedent where,
it argugls, the Commission has rejected proposals to create a ROFR for incumbent

PTOs.

58.  Inresponse, CAISO reiterates that a PTO’s right to build reliability-driven projects
is explicit in the existing tariff and unchanged in the RTPP proposal. Therefore, CAISO
asserts that general protests concerning rights to build for reliability-driven projects are
beyond the scope of this proceeding. It also states that Green Energy has provided no
basis for its request that the Commission evaluate incumbent PTOs’ exclusive rights-to-
build reliability-driven projects. Further, CAISO emphasizes that giving third parties the
ability to construct and own reliability-driven projects could hinder the ability of
incumbent PTOs to ensure their long-term compliance with mandatory reliability
standards. Lastly, CAISO notes that in the event that a transmission upgrade solves a
reliability problem while simultaneously providing additional benefits, the project would
no Ionsger fit the narrow definition of a reliability project with exclusive PTO rights to
build.

4.

>0 pattern’s issues pertaining to LCRI facilities and LGIP network upgrades will be
addressed separately below.

>! Green Energy Petition at 15 (citing Primary Power, 131 FERC { 61,015 (2010);
Central Transmission, LLC v. PJM Interconnection, L.L.C., 131 FERC {61,243 (2010)
(Central Transmission)).

52 CAISO Answer at 71-73; CAISO Post-Tech Conference Initial Comments at 10.
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Commission Determination

59.  We find that the proposed RTPP tariff provisions addressing reliability projects
have not substantively changed from those provisions in the current tariff.>

60.  Pattern is concerned that PTOs may attempt to categorize transmission proposals
as projects that would provide PTOs with an exclusive right to build, though Pattern does
not dispute PTOs’ existing right to build reliability projects. We find that the RTPP
provides explicit provisions for determining how projects or elements will be categorized,
and expect that CAISO will follow those provisions when determining the category of
transmission projects or elements. However, CAISO further clarifies in its pleadings that
if a transmission upgrade solves a reliability problem while simultaneously providing
additional benefits, the project would no longer fall within the narrow definition of a
reliability project for which a PTO would have the exclusive right to build. We note that
such language is not included in section 24.1.2 of CAISO’s existing tariff or RTPP
proposed tariff section 24.4.6.2. Because this is an important distinction, we direct
CAISO to make a compliance filing within 30 days of issuance of this order. Consistent
with CAISO’s pleadings, the compliance filing should include language to clarify that if a
transmission upgrade solves a reliability problem while simultaneously providing
additional benefits, the project would no longer fall within the narrow definition of a
reliability project. Additionally, the compliance filing should include tariff language
addressing how CAISO will identify the existence of such additional benefits.

61. Such a project may instead be categorized as a policy-driven or economically-
driven element, for which, as Pattern has recognized, all transmission developers would
have an opportunity to compete for the right to build.

62.  We decline Green Energy’s request to initiate an investigation under section 206
of the Federal Power Act (FPA)>* “to formally consider” whether the existing ROFR in
the CAISO tariff for reliability-driven transmission projects remains just and reasonable
and not unduly discriminatory in light of recent precedent and the policies proposed in
the Transmission NOPR.> To prevail in a proceeding under section 206 of the FPA, a
complainant such as Green Energy must demonstrate both that the existing practice is
unjust, unreasonable, unduly discriminatory or preferential and that its alternative

> Compare RTPP proposed tariff section 24.4.6.2 with existing CAISO tariff
section 24.1.2.

> 16 U.S. C. § 824e (2006).
> Green Energy Petition at 15-16.
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proposal is just and reasonable and not unduly discriminatory or preferential.>®

Green Energy has not provided sufficient factual evidence or legal justification to
persuade us to change the existing reliability project provisions. Further, as Green
Energy acknowledges, the Commission is already formally evaluating this issue in the
rulemaking proceeding on the Transmission NOPR, and, rather than duplicate efforts, we
find that issue is more properly addressed in that proceeding.>

63.  We agree with CPUC that “storage” should be added to the list of non-
transmission alternatives to reliability transmission projects. RTPP proposed tariff
section 24.4.6.2 requires CAISO to consider lower-cost alternatives to the construction of
transmission additions or upgrades. Such lower-cost alternatives may include storage;
therefore, we direct CAISO to add storage to the list of examples of alternatives to
transmission that it will consider in its analysis.”® We direct CAISO to submit this tariff
modification within 30 days of issuance of this order.

2. Projects to Maintain the Feasibility of Long-Term CRRs

64. CAISO states that it will receive and evaluate proposals for projects to maintain
the feasibility of long-term CRRs during RTPP Phase 2. CAISO states that the RTPP
does not contain substantive changes to the existing tariff provisions on long-term CRR
feasibility projects, which provide that CAISO will designate the PTO who maintains the
corresponding service territory to own, construct, finance, and maintain the long-term
CRR feasibility project.”® Under RTPP proposed tariff section 24.4.6.4, projects to
maintain the feasibility of long-term CRRs are network transmission upgrades or
additions needed to maintain the feasibility of previously-issued long-term CRRs.

65.  As noted above, several protestors argue that CAISO asserts too broad a ROFR
with regard to incumbent PTOs’ rights to build facilities needed to maintain the

*016 U.S.C. §824e(b) (2006); Blumenthal v. FERC, 552 F.2d 875, 881 (D.C. Cir.
2009) (citing Atlantic City Elec. Co. v. FERC, 295 F.3d 1 (D.C. Cir. 2002).

> Transmission NOPR, FERC Stats & Regs. { 32,660 at P 87-91; Mobile Oil,
498 U.S. at 230.

>% We note that this directive should not be construed as a blanket determination
that electricity storage should always be classified as an alternative to transmission.
See June 11, 2010 Request for Comments Regarding Rates, Accounting and Financial
Reporting for New Electric Storage Technologies, Docket No. AD10-13-000, at 1
(“under certain circumstances, electricity storage can act like any of the traditional asset
categories, and also like load”).

> RTPP proposed tariff section 24.4.6.4.



Docket No. ER10-1401-000, et al. -22 -

feasibility of long-term CRRs.®® These parties assert that incumbent PTOs’ rights to
construct and own facilities added onto their existing facilities, or built within their
existing rights-of-way, are too broad.

66. Inits Petition, Green Energy concedes that the existing CAISO tariff already
provides PTOs that have existing network facilities with an explicit ROFR to build
projects required to maintain feasibility of long-term CRRs.®* Citing Primary Power,
Central Transmission and the Transmission NOPR, Green Energy nonetheless urges the
Commission to initiate a complaint proceeding under section 206 of the FPA to consider
whether this ROFR is no longer just and reasonable and is unduly discriminatory and
preferential .®?

67. Inresponse, CAISO explains that the long-term CRR feasibility category of
transmission projects is narrowly defined and required to comply with the Commission’s
final rule on long-term firm transmission rights.*> CAISO argues that such projects are
different than policy-driven and economically-driven elements. Additionally, CAISO
explains, if a transmission project that maintains the feasibility of long-term CRRs also
provides additional benefits, the project would no longer fit the narrow definition of a
Iong-t&rm CRR feasibility project or be subject to the associated PTO exclusive rights to
build.

Commission Determination

68.  We find that RTPP proposed tariff section 24.4.6.4 does not substantively change
CAISO’s existing tariff provisions on projects to maintain long-term CRR feasibility,
which the Commission previously accepted as just and reasonable and compliant with the
final rule on long-term firm transmission rights.®® To maintain long-term CRR
feasibility, under RTPP proposed tariff section 24.4.6.4 and section 24.1.4 of the existing

% These parties include: Green Energy, Pattern, CPUC, MRE/PE, Western Grid
and WITG.

®! Green Energy Petition at 15.
®21d. at 15-16.

% CAISO Answer at 25, referring to our final rule in Long-Term Firm
Transmission Rights in Organized Electricity Markets, Order No. 681, FERC Stats.
& Regs. 1 31,226, at P 108-428, order on reh'g, Order No. 681-A, 117 FERC 1 61,201
at P 12-15 (2006).

% CAISO Post-Technical Conference Initial Comments at 10-11.
% Compare RTPP tariff section 24.4.6.4 with existing CAISO tariff section 24.1.4.


https://www.lexis.com/research/buttonTFLink?_m=c122a2238b3bc63eb8279c9db47f5d10&_xfercite=%3ccite%20cc%3d%22USA%22%3e%3c%21%5bCDATA%5b123%20F.E.R.C.%20P61%2c178%5d%5d%3e%3c%2fcite%3e&_butType=3&_butStat=2&_butNum=4&_butInline=1&_butinfo=%3ccite%20cc%3d%22USA%22%3e%3c%21%5bCDATA%5b117%20F.E.R.C.%2061201%5d%5d%3e%3c%2fcite%3e&_fmtstr=FULL&docnum=11&_startdoc=11&wchp=dGLbVlb-zSkAb&_md5=ffc1e8c645d939ae2930da416d924272
https://www.lexis.com/research/buttonTFLink?_m=c122a2238b3bc63eb8279c9db47f5d10&_xfercite=%3ccite%20cc%3d%22USA%22%3e%3c%21%5bCDATA%5b123%20F.E.R.C.%20P61%2c178%5d%5d%3e%3c%2fcite%3e&_butType=3&_butStat=2&_butNum=4&_butInline=1&_butinfo=%3ccite%20cc%3d%22USA%22%3e%3c%21%5bCDATA%5b117%20F.E.R.C.%2061201%5d%5d%3e%3c%2fcite%3e&_fmtstr=FULL&docnum=11&_startdoc=11&wchp=dGLbVlb-zSkAb&_md5=ffc1e8c645d939ae2930da416d924272
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CAISO tariff, “CAISO will designate the Participating TO with a PTO Service Territory
in which a transmission upgrade or addition is to be located as the Project Sponsor(s),
responsible to construct, own and finance, and maintain such transmission upgrade or
addition.”®

69.  Green Energy argues that while this provision in the existing tariff and under the
RTPP provides “an explicit ROFR” to PTOs with existing network facilities, the
Commission should consider initiating an FPA section 206 investigation to consider
whether they continue to be just and reasonable and not unduly discriminatory or
preferential. We are not persuaded to launch an investigation at this time. As noted
above, to prevail in a proceeding under section 206 of the FPA, a complainant such as
Green Energy must demonstrate both that the existing practice is unjust, unreasonable,
unduly discriminatory or preferential and that its alternative proposal is just and
reasonable and not unduly discriminatory or preferential.”” Green Energy bases its
challenge to what it claims is an existing ROFR on the Commission’s proposed policy
generally favoring elimination of ROFRs, as enunciated in the Transmission NOPR, and
precedent applicable to the PIM tariff.®®

70.  Green Energy has not provided sufficient factual evidence or legal justification to
persuade us to change the existing long-term CRR feasibility provisions. Unlike the
CAISO tariff provisions here, in the cases Green Energy relies on, Primary Power and
Central Transmission, the Commission found that the PIM tariff did not establish a
ROFR for incumbent PTOs.®® The generic issue of ROFRSs is currently being examined
in the Transmission NOPR proceeding.”

% RTPP proposed tariff section 24.4.6.4 and existing CAISO tariff section 24.1.4.
Cal. Indep. Sys. Operator Corp., 124 FERC { 61,095 (2008), reh’g denied, 126 FERC
161,233 (2009).

5716 U.S.C. § 824e(b) (2006); Blumenthal v. FERC, 552 F.2d 875, 881 (D.C. Cir.
2009) (citing Atlantic City Elec. Co. v. FERC, 295 F.3d 1 (D.C. Cir. 2002)).

% Green Energy Petition at 15.

* Primary Power, 131 FERC 1 61,015 at P 70 (finding PJM’s tariff permits, but
does not require, PJM to designate an entity other than an incumbent transmission owner
as the entity to build a baseline reliability or economic project; PJM tariff does not
prevent non-incumbent transmission developer from seeking cost-based recovery if its
project is included in the Regional Transmission Expansion Plan and satisfies the same
reliability and/or economic requirements that must be satisfied by other cost-based
projects in PJM); Central Transmission, 131 FERC 1 61,243 at P 46 (finding PJM tariff

(continued...)
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71.  As mentioned above, CAISO explains that a transmission project that maintains
the feasibility of long-term CRRs and also provides additional benefits, e.g., policy-
driven or economic, no longer meets the narrow definition under the tariff of a long-term
CRR feasibility project; nor is subject to the associated PTO exclusive rights to build.
We note, however, that such clarifying language is not included in section 24.1.4 of
CAISOQO’s existing tariff or RTPP proposed tariff section 24.4.6.4. Because this is an
important distinction, we direct CAISO to make a compliance filing within 30 days of
issuance of this order, to include such clarification in RTPP proposed tariff section
24.4.6.4. Additionally, the compliance filing should include tariff language addressing
how CAISO will identify the existence of such additional benefits.

72.  Additionally, we note that while CAISO states that proposals for projects to
maintain the feasibility of long-term CRRs may be submitted to CAISO during the Phase
2 request window, RTPP proposed tariff section 24.4.3 does not include provisions for
the submission of long-term CRR project proposals. We agree that it is appropriate and
consistent with the efficiency goals of the RTPP to allow long-term CRR project
proposals to be submitted to CAISO during the Phase 2 request window. However, this
feature needs to be provided in the tariff. Therefore, we direct CAISO to make a
compliance filing within 30 days of issuance of this order to allow proposals for projects
to maintain the feasibility of long-term CRRs to be submitted during the RTPP Phase 2
request window provided in RTPP proposed tariff section 24.4.3(a).

3. LGIP Network Upgrades

73.  Inaddition to identifying transmission projects in the RTPP, CAISO also proposes
to partially integrate the LGIP with the RTPP, beginning in the 2011/2012 planning
cycle. ™ Specifically, as part of RTPP Phase 2, CAISO proposes to evaluate network
upgrades that are identified during LGIP Phase 117 if they meet one of the following
criteria: (1) consist of new lines 200 kV or above with capital costs of $100 million or
greater; (2) are a new 500 kV substation facility with capital costs of $100 million or

does not preclude PIM from designating non-incumbent transmission developers to build
facilities and seek cost-of-service rate treatment).

® Transmission NOPR, FERC Stats & Regs. { 32,660; Mobile Oil, 498 U.S. at
230.

™ These provisions are all contained in RTPP proposed tariff section 24.4.6.5.

"2 \We note that “Phase 11” refers to the interconnection study or interconnection
facilities study process of the LGIP. “Phase 2” refers to the second phase of CAISO’s
RTPP, during which CAISO’s comprehensive transmission plan is developed, as
explained in the background section above.



Docket No. ER10-1401-000, et al. -25-

greater; or (3) have capital costs of $200 million or greater. During Phase 2 of the RTPP,
CAISO will assess whether these upgrades should be re-sized or otherwise modified to
meet policy-driven or other system needs in addition to those of interconnection
customers. CAISO notes that it will publish a list of the facilities that meet these criteria
in accordance with the schedule set forth in the Business Practice Manual.

74.  While parties generally support CAISO’s goal of better coordinating the LGIP and
the transmission planning process,® several parties raise specific concerns regarding
CAISO’s proposal to partially integrate the LGIP with the transmission planning process.
These concerns are discussed below.

a. Rights to Build Modified Network Upgrades and
Additions

75.  Once CAISO determines which LGIP network upgrades it will evaluate as part of
the transmission planning process, it will decide if such network upgrades should be
modified or expanded. If an LGIP network upgrade is not found to need modification
when assessed as part of the transmission planning process, then that LGIP network
upgrade will continue to proceed solely under the LGIP process. If, instead, an LGIP
network upgrade is modified, then it will become part of the comprehensive transmission
plan. RTPP proposed tariff section 24.4.6.5 provides that if CAISO modifies any
network upgrades identified in LGIP Phase |1, the PTO responsible for building the
originally-identified LGIP network upgrade will also be responsible for constructing the
modified upgrade if the original upgrade “would have been included in a Large Generator
Interconnection Agreement [LGIA] for Interconnection Customers as a result of the
Phase Il Interconnection Study or Interconnection Facilities Study Process if built under
the Large Generator Interconnection Process.””* In addition, all modified LGIP network
upgrades will be further assessed as part of the RTPP to determine if any modified
upgrade creates the need for any additional transmission upgrades. If such additional
transmission upgrade is necessary, then CAISO will determine what type of transmission
upgrade it is (e.g., reliability, policy-driven, etc.). The responsibility to build any such
addition will depend on how it is classified; for example, a policy-driven transmission
addition needed as a result of the modified upgrade would be open to competitive
solicitation.”

" See, e.g., CPUC Protest at 9.
" RTPP proposed tariff section 24.4.6.5.

" For example, if a 200kV, $100 million network upgrade from point A to point B
is identified in LGIP Phase Il, CAISO will evaluate it in RTPP Phase 2 and could
determine that the upgrade should be modified to meet the needs of the comprehensive

(continued...)
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76.  CAISO adds that under the proposed RTPP process, its evaluation of the policy-
driven needs will identify upgrades and additional elements prior to the commencement
of the following LGIP Phase Il interconnection study or any future LGIP study. CAISO
states that “the responsibility to build a policy-driven or economically-driven element
identified in the transmission planning process will not be affected by the fact that the
element might eliminate the need for a Network Upgrade identified in the LGIP Phase 1l
studies.””® To clarify, CAISO states that “if the [CA]ISO identifies a policy-driven . . .
element from point C to point D” that eliminates the need for “a Network Upgrade from
point A to point B identified in the [LGIP] Phase Il studies . . ., the element from point C
to point D remains subject to the open solicitation process.””’

77.  CAISO states that under articles 5.1 and 11.3 of the Commission’s pro forma
LGIA and CAISO’s LGIA, construction of necessary network upgrades is the
responsibility of the PTO to whose existing facilities the generator will interconnect.
For this reason, CAISO concludes that by conferring on the interconnecting PTO the
exclusive responsibility to build these facilities, the LGIA effectively prohibits entities
that are not incumbent PTOs from constructing these network upgrades. Additionally,
CAISO notes that the Commission recognized in Order No. 2003-A that requiring
transmission providers to cede ownership of stand-alone network upgrades and
interconnection facilities under the LGIA would be inconsistent with Commission
precedent and would undermine reliability by fragmenting the transmission system.™

planning process. The modified upgrade would then be included as part of the
transmission planning process and CAISO would further evaluate if any additional
upgrades or transmission additions are needed as a result of considering the modified
upgrade within the comprehensive transmission plan. These additional upgrades or
transmission additions could be from point C to D; therefore, the PTO proposing the
original $100 million network upgrade as part of its LGIP Phase Il would not necessarily
have the right to build the additional upgrades or transmission additions. The right to
build the C to D upgrade would depend on the need for the upgrade (e.g., a reliability
project would be built by the incumbent PTO whose system it is on; a policy-driven
element would be open to solicitation). See RTPP Filing at 47-48.

"® CAISO Post-Tech Conference Reply Comments at 9.
" RTPP Filing at 47.

8 CAISO July 23, 2010 Motion for Leave to Intervene and Protest, Docket No.
EL10-76-000 at 9 (CAISO Protest) (citing Standardization of Generator Interconnection
Agreements and Procedures, Order No. 2003, FERC Stats. & Regs. 1 31,146 (2003),
order on reh’g, Order No. 2003-A, FERC Stats. & Regs. {31,160, at P 230 (2004), order
on reh’g, Order No. 2003-B, FERC Stats. & Regs. 131,171 (2004), order on reh’g,

(continued...)
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Additionally, CAISO notes that the term “PTO,” as defined in both its tariff and the
Transmission Control Agreement, expressly excludes entities from building
interconnection facilities if they have not already placed transmission assets and
entitlements under CAISQO’s operational control and do not have a Transmission Owner
(TO) Tariff in effect.”® Therefore, CAISO concludes that the LGIP applies only to
existing PTOs, not potential PTOs.*

78. Parties take issue with CAISQO’s proposal for modified LGIP network upgrades.
Several parties support eliminating the right of incumbent PTOs to build and own
modified LGIP network upgrades.® Green Energy argues that articles 5.1 and 11.3 of
CAISO’s existing LGIA and section 24 of CAISO’s existing tariff do not preclude
independent transmission developers from constructing and owning these facilities.
Green Energy also contends that recent Commission precedent and the Transmission
NOPR are indicative of the Commission’s opposition to ROFRs for incumbent PTOs.%
Additionally, Green Energy argues that the LGIA and Transmission Control Agreement
were never intended to address any additional components or expansions that CAISO
finds necessary after the LGIP Phase Il studies are completed. Moreover, Green Energy
argues that the phrase “would have been included in [an LGIA]” in RTPP proposed tariff
section 24.4.6.5 is not clear and gives CAISO too much discretion in identifying which
network upgrade expansions are subject to a ROFR.

79.  Parties contend that if the Commission does not eliminate the right to build LGIP

network upgrades, then this right should be restricted to narrow its applicability.?* These
parties suggest limiting the right to build so that it applies only to network upgrades with
capital costs under $50 million. Green Energy and WITG further recommend limiting

Order No. 2003-C, FERC Stats. & Regs. 1 31,190 (2005), aff’d sub nom. Nat’l Ass’n of
Regulatory Util. Comm’rs v. FERC, 457 F.3d 1277 (D.C. Cir. 2007)).

™ CAISO Protest at 6, 24 (citing CAISO Transmission Control Agreement
§2.2.25).

8 CAISO made the same arguments concerning incumbent transmission owners’
obligation to build LCRI facilities, infra.

81 gee, e.g., Green Energy, Pattern Transmission, Six Cities, and WITG.

82 Green Energy Petition at 13-14 (citing Primary Power, 131 FERC § 61,015 at
P 62-66; Central Transmission, 131 FERC 61,243 at P 46; Carolina Power & Light
Co., 94 FERC 1 61,273, at 61,010 (2001); Transmission NOPR, FERC Stats. & Regs.
11 32,660).

8 See, e.g., Green Energy, Pattern, Six Cities, and WITG.
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the right to build to those that are also less than 20 miles and serve a single generator,
have a voltage of less than 100 kV, or enhance existing facilities. Additionally, Green
Energy suggests limiting the right to build to only LGIP network upgrades that are
included in an executed LGIA. Six Cities argues that if a PTO elects to exercise its
ROFR for LGIP network upgrades, it should be required to forgo all transmission
incentives.

80.  Green Energy and Pattern Transmission predict that incumbent PTOs will identify
significant renewable-driven transmission upgrades and additions as LGIP network
upgrades or additions, so that these projects will be subject to a ROFR and not be
available for competitive solicitation. These Parties point to particular SoCal Edison
projects as examples of major high voltage grid additions that have been described as
LGIP network upgrades. These examples include the Lugo-Pisgah and Red Bluff
Projects, which Green Energy estimates cost $953 million and $430- 480 million,
respectively. Green Energy also points to the SoCal Edison Lugo-Pisgah and Red Bluff
projects to argue that CAISO has permitted LGIP interconnections to facilities that have
not been constructed, let alone turned over to CAISO’s operational control.®

81. Bay Area, Western Grid, and Metro Renewable express concern that the proposed
inclusion of the LGIP process in the RTPP fails to comply with Order No. 890°’s
transparency requirements and discriminates against independent developers.®® For
example, Metro Renewable contends that under the RTPP, CAISO will be able to
approve major economic projects sponsored by incumbent PTOs as network upgrades in
the LGIP outside of the transmission planning process. Western Grid and Metro
Renewable request that all projects, including network upgrades identified through the
LGIP, be submitted through the request window for processing in the transmission
planning process.

82.  Several parties argue that the RTPP proposal for LGIP network upgrades will limit
the number of projects that will be considered under the policy-driven category and ask
the Commission to ensure that LGIP network upgrades do not displace the need for this
category.®” CalWEA contends that if CAISO determines that an LGIP network upgrade
should be expanded to serve policy needs, the entire line, not just the increment identified

8 Six Cities Post-Tech Conference Initial Comments at 8-9.

8 Green Energy Post-Tech Conference Reply Comments at 3-4 (citing SoCal
Edison August 4, 2010 Petition for Declaratory Order, Docket No. EL10-81 at 3-4, 6-7).

8 Bay Area Protest at 12-14; Western Grid Protest at 5; MRE/PE Protest at 3, 5, 7.
%7 See, e.g., Pattern, CalWEA, Green Energy, and Six Cities.
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in the RTPP analysis, is required for that purpose and should be open for competitive
solicitation in RTPP Phase 3.%

83.  CalWEA states that the Commission should direct CAISO to revisit the schedule
for submitting and executing LGIAs under CAISO’s cluster study approach in time to
make appropriate schedule changes for the next planning year. Additionally, parties
argue that all LGIP interconnection lines should be considered in the RTPP, not in the
separate LGIP process.®

84. CPUC argues that clarification is needed to identify when LGIP network upgrades
have been sufficiently expanded, and are no longer the right of the PTO to build.

85.  Inresponse to arguments that the LGIP projects will displace policy-driven
projects, CAISO asserts that the RTPP creates a means by which optimally-sized
upgrades needed for generation at different stages of the interconnection queue can be
considered and approved in the RTPP as policy-driven elements. CAISO argues that it
has mapped out a process that involves assessing clustered generation in likely renewable
resource areas to identify potentially needed large network upgrades through
comprehensive planning, before the LGIP study process for the next LGIP advances to
Phase Il. Thus, CAISO argues that it can proactively anticipate potential generation
resource construction during the developmental stage and approve the necessary
transmission to deliver those resources to meet public policy goals. Therefore, according
to CAISO, it will be able to reduce the amount of transmission built pursuant to the LGIP
through the construction of policy-driven elements. CAISO also emphasizes that
protestors ignore the fact that generators, not transmission owners, initiate the generator
interconnection process. CAISO asserts that transmission owners with service territories
cannot manipulate that process by selectively signing power purchase agreements with
generators that will expand their systems.

86.  CAISO further explains that Order No. 2003, which required standardized
interconnection procedures, presumed that existing transmission providers would fulfill
the requirements of the LGIP and LGIA. CAISO argues that if the Commission were to
determine that Order No. 2003 required CAISO to open up construction of LGIP network
upgrades to competitive solicitation, this would “radically transform” the generator
Interconnection process across the country and likely create substantial delays and
uncertainty for all generation, not just renewable resources.®® CAISO states that this

8 CalWEA Protest at 7.
% See, e.9., CMUA, Large-Scale Solar, CPUC, CalWEA, and Six Cities.
% CAISO Answer at 67; CAISO Protest at 8-10, 25-26.
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would contradict the Commission’s prior findings that existing transmission owners are
responsible for building upgrades on their facilities and rights of way.”* CAISO states
that because LGIP upgrades constitute upgrades to an exiting transmission owner’s
system, they are responsible for building and owning these facilities.

87.  Addressing arguments that even if PTOs have a right under the LGIA to build
LGIP network upgrades, such right should not extend to the modified network upgrades,
or at least the limits of such extension should be clearer, CAISO defends its proposal, but
also offers to clarify its tariff. CAISO explains that the PTOs’ right to build “extends
only to expansions that would have been included in a[n] LGIA as part of the Phase Il
studies if built under the LGIP.”% CAISO argues that this is the logical corollary of the
existing PTO’s right to build the original network upgrade that would have been included
in the LGIA. CAISO argues that it would not be practical, consistent with good utility
practice, consistent with Commission precedent or existing PTO’s property rights to have
the PTO build an upgrade identified under the LGIA Phase Il studies, for example, a
single-circuit network upgrade, and then have another entity modify the existing PTO’s
single circuit network upgrade on its right-of-way to a double circuit facility, and own
that modification to the existing PTO’s line.

88.  Inresponse to Green Energy’s concerns regarding the alleged vagueness of the
phrase in RTPP proposed tariff section 24.4.6.5, “would have been included in [an
LGIA],” CAISO explains that this language is intended to refer specifically to network
upgrades identified as necessary in the LGIP Phase Il studies but not yet set forth in an
executed LGIA. CAISO states that no LGIAs will have been executed regarding these
network upgrades at the time these upgrades are identified for consideration in the RTPP.
CAISO offers to clarify this tariff provision in a compliance filing.*®

89.  With regard to SoCal Edison’s generation interconnection proposals, CAISO
states that, consistent with Commission precedent, LGIP network upgrades such as SoCal

%1 CAISO Answer at 67; RTPP Filing at 68-71 (citing Order No. 2003-A, FERC
Stats. & Regs. 31,160 at P 230, 236; PJM Interconnection, L.L.C., 102 FERC 1 61,277,
at P 115 (2003); Longview Power, LLC v. Monongahela Power Co., 112 FERC 61,022,
at P 19 (2005); Arizona Pub. Serv. Co., 102 FERC 1 61,303, at P 11 (2003); Cambridge
Elec. Light Co., 96 FERC 61,205, at 61,874 (2001); Virginia Elec. Power Co.,
93 FERC 1 61,307, at 62,054 (2000), order on reh’g, 94 FERC { 61,164, at 61,589
(2001); Carolina Power & Light Co., 93 FERC { 61,032, at 61,072-73 (2000); CAISO
Protest at 8-10.

%2 CAISO Answer at 68,
9 CAISO Post-Tech Conference Initial Comments at 8-9.
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Edison’s are those upgrades “at or beyond” the point of interconnection.®* CAISO
argues that the new substations in SoCal Edison’s filings are network upgrades in which
generators sought interconnection to existing facilities under CAISO operational control.
CAISO also argues that the Commission has previously recognized that network
upgrades needed to interconnect new generation can include facilities such as new

500 kV sub-stations.*

90. Inresponse to protestors’ suggested changes to limit the applicability of the right
to build LGIP network upgrades, CAISO asserts that Order No. 2003 does not distinguish
among generator interconnection requests based on number or size and states that such
limitations would restrict or prevent some generation developers from obtaining
generation interconnection service under the CAISO tariff.%

91.  CAISO refutes protestors’ challenges that the LGIP lacks transparency, stating
that it already provides access, pursuant to its non-disclosure agreement, to
interconnection study base case information that is not commercially sensitive and that
the Business Practice Manual lays out the process that interested parties must take to
access this information. CAISO also notes that Order No. 890 pertains to the
transmission planning process and not to the LGIP. CAISO also argues that requiring all
LGIP projects to be submitted through a transmission planning process request window
would be contrary to Order No. 2003 and CAISO’s LGIP process, as well as beyond the
scope of this proceeding.

Commission Determination

92.  Asdiscussed below, we find CAISO’s proposed treatment of LGIP network
upgrades strikes an appropriate balance between honoring existing tariff obligations,
enabling a more comprehensive planning process and providing additional opportunities
for all transmission developers to construct and own certain types of transmission
facilities. Achieving California’s renewable energy target will require the
interconnection of a large number of new resources to the CAISO-controlled grid, and the
studies of different generation interconnection clusters may reveal the need for
overlapping and cumulative network upgrades. We find that assessing significant
generator interconnection upgrades in the transmission planning process will provide
greater transparency and efficiency to the transmission planning process overall, as well

% CAISO Supplemental Comments at 4-5 (citing Nevada Power Co., 111 FERC
161,161 (2005), order on reh’g, 113 FERC 1 61,007 (2005)).

*1d.
% CAISO Post-Tech Conference Reply Comments at 22-23.
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as improve competitive opportunities for transmission construction. Accordingly, we
conditionally accept these features of CAISO’s proposal, including the consideration of
certain LGIP network upgrades and expansions in the RTPP planning process under
proposed tariff section 24.4.6.5, subject to the modification discussed below.

93.  First, in response to Green Energy’s Petition and associated complaint, we find
that CAISQO’s existing tariff, including the LGIP and LGIA provisions, provides PTOs
with existing network transmission facilities with an obligation to build LGIP network
upgrades. CAISO has not proposed to modify the LGIP provisions in its existing tariff,
which the Commission previously accepted as just and reasonable.’” Rather, under
RTPP proposed tariff section 24.4.6.5, CAISO proposes to allow transmission planners to
consider whether any significantly sized LGIP network upgrades should be expanded or
enhanced or require additional transmission upgrades to accommodate additional
generators that are expected to utilize the expanded capacity in the future.

94.  Examining the existing CAISO tariff, we conclude that the plain language of the
LGIP provisions of the CAISO tariff,%® which mirror the Commission’s pro forma LGIP,
provide that the PTO to whose existing transmission facilities the generator will
interconnect is obligated to build all the facilities that meet the requirements of the LGIP
Phase 11 process.” Similarly, under articles 5.1 and 11.3 of CAISO’s LGIA and the
Commission’s pro forma LGIA, PTOs have the responsibility to build LGIP network
upgrades identified in Phase I1 of the LGIP.'®

%7 See Section 25, Appendices U, V, Y and Z (pertaining to the LGIP) and
Appendices S and T (pertaining to the Small Generator Interconnection Procedures).

% See CAISO Tariff, Appendix U, section 12.1; Order No. 2003-A, FERC Stats.
& Regs. 131,160, App. B (Standard Large Generator Interconnection Procedures), § 12.1
(2004); CAISO Tariff, Appendices V and Z, articles 5.1 and 11.3 of CAISO LGIA; Order
No. 2003-A, FERC Stats. & Regs. 31,160, App. 6 (Standard Large Generator
Interconnection Agreement), art. 5.1, 11.3(2004).

% Order No. 2003-A, FERC Stats. & Regs. 31,160, App. B (Standard Large
Generator Interconnection Procedures), 8 12.1 (*Transmission Provider and
Interconnection Customer shall negotiate in good faith concerning a schedule for the
construction of Transmission Provider’s Interconnection Facilities and the Network
Upgrades”).

100 «The Participating TO shall design, procure, construct, install, own and/or
control the Participating TO’s Interconnection Facilities[.]” CAISO LGIA §5.1.1
(Standard Option) and § 11.2 (Participating TO’s Interconnection Facilities); See also

(continued...)
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95.  We further find that the term “PTO” refers to PTOs with existing network
transmission facilities. Thus, a transmission developer would be precluded from building
LGIP network upgrades until it has already met the tariff definition of PTO and fulfilled
the requirements of the Transmission Control Agreement as discussed earlier. The
language in the definition of a PTO indicates that, to be a PTO, facilities must already
have been turned over to CAISO. Section 2.2.5 of the Transmission Control Agreement
supports this interpretation.™®* Therefore, we conclude that currently only a PTO with
existing network transmission facilities has the obligation to build LGIP network
upgrades.

96. In addition, we find that Green Energy has not provided sufficient legal
justification or factual evidence to require us to find that, at this time, the obligation
under the existing CAISO tariff of PTOs with existing network transmission facilities to
build LGIP network upgrades, which is consistent with Order No. 2003, is unduly
discriminatory toward independent transmission developers. To prevail in a proceeding
under section 206 of the FPA, a complainant such as Green Energy must demonstrate
both that the existing practice is unjust, unreasonable, unduly discriminatory or
preferential and that its alternative proposal is just and reasonable and not unduly
discriminatory or preferential.'® We find that Green Energy has failed to meet its burden
of proof to demonstrate that the existing CAISO tariff provisions on LGIP are unduly
discriminatory.

97.  We note, however, that in the Transmission NOPR proceeding, the Commission is
examining on a broader scale the extent to which a right of first refusal in Commission

Order No. 2003-A, FERC Stats. & Regs. 1 31,160 at P 230-36, App. 6 (Standard Large
Generator Interconnection Agreement), art. 5.1, 11.3.

191 The LGIP incorporates the CAISO tariff Appendix A definitions, which define
a “Participating TO” as “[a] party to the Transmission Control Agreement whose
application under section 2.2 of the Transmission Control Agreement has been accepted
and who has placed its transmission assets and Entitlements under Operational Control in
accordance with the Transmission Control Agreement.” CAISO Tariff, Appendix A
(emphasis added). CAISO Transmission Control Agreement, § 2.2.5 (“A Party whose
application under this Section 202 has been accepted shall become a Participating TO
with effect from the date when its TO Tariff takes effect.”) (emphasis added).

19216 U.S.C. § 824e(b) (2006); Blumenthal v. FERC, 552 F.2d 875, 881 (D.C. Cir.
2009) (citing Atlantic City Elec. Co. v. FERC, 295 F.3d 1 (D.C. Cir. 2002).
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jurisdictional tariffs and agreements gives an incumbent transmission provider an undue
advantage over non-incumbent transmission developers.'®

98.  We find it just, reasonable and not unduly discriminatory or preferential for PTOs
with existing network transmission facilities to have the obligation to build LGIP network
upgrades that are modified through the transmission planning process. As CAISO points
out, these are modifications to network upgrades that “would have been included in an
[LGIA],” i.e., facilities at or beyond the point of interconnection, which, had the
generation interconnection request proceeded through Phase Il of the LGIP process,
ultimately would have been included in an LGIA. The fact that CAISO has voluntarily
chosen to evaluate a network upgrade in its transmission planning process should not
affect the obligation to build these facilities.

99.  We accept CAISO’s offer to clarify RTPP proposed tariff section 24.4.6.5 to
address Green Energy’s concerns about the “would have been included in [an LGIA]”
language.'® We direct CAISO to clarify that the applicable PTO will be responsible for
constructing a modified upgrade if the LGIP Phase Il studies identified the original
upgrade as necessary and such upgrade has not yet been set forth in an executed LGIA.
The clarification should also convey that at the time the upgrade is identified for
consideration in the RTPP, no LGIAs for such upgrades will have been executed. This
clarification should address concerns that the original language gives CAISO too much
discretion because it limits the scope of the ability of PTOs with existing network
transmission facilities to build modified network upgrades. We therefore direct CAISO
to submit a compliance filing to revise RTPP proposed section 24.4.6.5 to this effect
within 30 days of the issuance of this order.

100. We find that by limiting the obligation to build a modified network upgrade to
network upgrades identified as necessary in the LGIP Phase Il studies but not yet set
forth in an executed LGIA, proposed RTPP section 24.4.6.5 defines the scope of
modified network upgrades that the incumbent PTO is obligated to build, and no further
clarification is needed to address CPUC’s concerns regarding when LGIP network
upgrades have expanded to the point where they are no longer the obligation of the PTO
to build.

193 Transmission NOPR, FERC Stats. & Regs. 32,660 at P 87-101. We note that
the Transmission NOPR does not specifically address ROFRs in the context of an LGIP
process.

104 See CAISO Supplemental Comments at 8-9.
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101. We also find that PTOs will not be able “to manipulate” the RTPP process to
categorize more transmission projects as LGIP network upgrades. Under the LGIP, a
generator, not a PTO, requests interconnection at a specific point on the PTO’s
transmission system in which CAISO studies the request under a queue cluster. Under
RTPP proposed section 24.4.6.5, as clarified, the potential modified LGIP upgrades must
originally have been identified as needed in a Phase Il Interconnection study. Therefore,
the PTO does not have discretion over the quantity of projects approved through this
process.

102. Next we turn to RTPP proposed tariff section 24.4.6.5, which assesses significant
LGIP network upgrades in the RTPP and gives CAISO the opportunity to identify
additional transmission upgrades or expansions necessitated by “right-sizing” the large
network upgrade. If these additions or upgrades are categorized as policy-driven or
economically-driven elements, they would be open for competitive solicitation.
Consequently, we find this feature of the RTPP provides greater potential opportunities
for independent transmission developers to build new transmission facilities than the
opportunities that exist today under CAISO’s existing planning process or the LGIP.
Moreover, assessing significantly-sized LGIP network upgrades in the planning processes
should enhance the efficiency of both the transmission planning and generation
interconnection processes. We also agree with CAISO’s argument, discussed above, that
policy-driven projects or other upgrades and expansions could serve to replace the need
for future additional and potentially significant LGIP facilities and related network
upgrades.

103. In addition, we find the RTPP proposed tariff section 24.4.6.5 criteria governing
which large LGIP network upgrades will be considered in the revised planning process
are just and reasonable and not unduly discriminatory; we deny protestors’ request that
all LGIP network upgrades should be submitted through a request window and examined
in the RTPP as contrary to the LGIP and beyond the scope of this proceeding.’® It is
appropriate for only substantial LGIP network upgrades to be evaluated in the RTPP
process because the smaller generation interconnection upgrades are less likely to overlap
with other network upgrades, require additions or expansions, or lead to the identification
of additional needed transmission facilities, policy-driven or otherwise. Consequently,
we find CAISQO’s proposal strikes a reasonable balance between the objectives of the

195 See Southwest Power Pool, 132 FERC 61,042, at P 107 (2010) (rejecting a
request to require Southwest Power Pool (SPP) to include generator interconnection
process upgrades in its transmission planning process because public utilities, such as
SPP, have discretion over what they propose to include in their filings and SPP did not
propose any modifications to the LGIP process).
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LGIP, i.e., accommodating the generators’ need to interconnect to the grid in a timely
manner, and the benefits that can flow from evaluating the larger projects in the
comprehensive transmission planning process.

104. Protestors have not persuaded us to adopt their proposals to limita PTO’s
obligation to build LGIP network upgrades based upon the size or cost of the facilities, or
to condition a PTO’s obligation on its willingness to forgo transmission incentives for the
LGIP network upgrades. Additionally, Green Energy has offered no justification for its
request that we limit a PTO’s obligation to build LGIP network upgrades to those
facilities included in an executed LGIA. Moreover, granting this request could limit the
efficiency achieved through coordination of the two processes. Therefore, we find no
basis for granting these requests.

105. Protestors’ contentions that the LGIP lacks transparency are beyond the scope of
this proceeding. We have already accepted CAISO’s LGIP provisions. Moreover, Order
No. 890’s transparency principle applies to the transmission planning process, and not the
LGIP.

106. Additionally, we find protestors’ arguments related to SoCal Edison’s generation
interconnection projects to be beyond the scope of this proceeding. These projects met
the definition of network upgrade, consistent with the CAISO tariff, and the Commission
has already approved the related LGIAs.'® To the extent protestors raise these projects
as examples of what “could have been” policy-driven transmission elements for
competitive solicitation, we note that CAISO’s RTPP proposed section 24.4.6.5 creates
opportunities to identify additional policy-driven (and other) transmission elements.

107. Further, as CAISO makes clear in its pleadings, following RTPP implementation,
it intends that the identification of policy-driven projects could fulfill the requirements of
future, hypothetical LGIP-identified network upgrades and make the latter unnecessary,
as long as relevant interconnection customers’ interconnection needs are met.*”” We note
however, that such clarification is not provided in the RTPP proposed tariff sections.
Accordingly, in addition to the clarification directed in this section above, we direct
CAISO to make a compliance filing to amend its tariff to make clear that if a policy-
driven element is identified in Phase 2 of the RTPP, it could supplant the need for LGIP
projects that may have otherwise been identified in a subsequent LGIP process, within

30 days of issuance of this order.

198 southern California Edison Co., 133 FERC { 61,107 (2010).
YW RTPP Filing at 6, 46.
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b. Timing of implementation of LGIP and RTPP
Partial Integration

108. With regard to the process of considering LGIP network upgrades in the RTPP,
CAISO proposes to start implementing this in the 2011/2012 planning cycle. CAISO
explains that it does not propose this integration for the 2010/2011 planning cycle
because it does not want to adversely impact generators that are subject to American
Recovery and Reinvestment Act (ARRA) deadlines. %

109. Six Cities and CMUA argue that current LGIP projects should not be allowed to
bypass the RTPP review during the 2010/2011 planning cycle because unnecessary costs
could be pushed through the LGIP and impact PTO revenue requirements and the
transmission access charge. CalWEA urges the Commission to require CAISO to
harmonize the two processes for the 2010/2011 planning year and notes that the LGIP
network upgrades and other project categories may overlap, despite financing differences.

110. CAISO responds that interconnection studies are conducted in clusters and needed
network upgrades are identified for all interconnection customers collectively within an
electrical area of the grid. Therefore, CAISO states that it is not practical to consider
LGIP network upgrades in the initial RTPP planning cycle. CAISO notes that it is
planning a stakeholder process later this year to address LGIP issues such as timing and
coordination with the transmission planning process.'%°

Commission Determination

111. We find that CAISO’s proposal to incorporate certain LGIP network upgrades into
the RTPP beginning in the 2011/2012 planning cycle to be just and reasonable. Allowing
the current LGIP cycle to conclude before RTPP proposed tariff section 24.4.6.5, the
LGIP coordination process, goes into effect is an appropriate and balanced approach to
ensure that projects that have already begun the interconnection process are not adversely
affected. Further, we find that CAISO’s proposal reasonably considers the schedule of
projects that are subject to deadlines in order to receive ARRA funding.

112. We note that CAISO has committed to holding a stakeholder process to address
any outstanding issues related to the LGIP, such as timing and coordination with the
RTPP. We support this commitment and expect that any refinements or proposals

198 American Recovery and Reinvestment Act of 2009, Pub. L. No. 111-3.
109 CAISO Answer at 38-39.
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resulting from this stakeholder process that substantially affect rates, terms, and
conditions of service will be filed with the Commission. '

C. Cost Issues

113. Parties contend that CAISO needs to clarify its cost allocation. CMUA states

that costs of hundred-million dollar facilities are shared by all load-serving entities
through the transmission access charge, not just customers of the PTOs. Because the
RTPP proposal does not detail how interested parties can access LGIP-related study data,
Bay Area asserts that there is no assurance that the costs which eventually form part of
the CAISO transmission access charge are reasonable and justified.™

114. CalWEA and Large-Scale Solar ask the Commission to require CAISO to refund
the full security posting back to the generator in instances where CAISO converts a LGIP
network upgrade to a policy-driven element. CalWEA argues that requiring CAISO to
study these upgrades through a single comprehensive transmission study process would
let generation developers know early on whether their up-front interconnection costs will
be reduced because major new transmission elements will be treated as policy upgrades.

115. Six Cities argues that generators should not be relieved of initial funding
obligations for network upgrades that are included in policy-driven or economically
driven elements in the RTPP. Six Cities contends that it is reasonable to continue to
impose on the generation developer the risk of stranded costs, including transmission
costs, if the generation project does not succeed.

116. CAISO notes that, consistent with a recent Commission order in the Midwest
Independent Transmission System Operator, the assessment and possible modification in
the RTPP of network upgrades identified in Phase Il of the LGIP will not increase the
cost responsibilities of interconnection customers, as provided in Appendix Y of
CAISO’s tariff."*?

117. Inresponse to Bay Area, CAISO points out that it provides access, pursuant to its
standard non-disclosure agreement, to interconnection study base case information that is

119 City of Cleveland, 773 F.2d at 1376.
1 Bay Area Protest at 12-13.

112 RTPP Filing at 45 (citing Midwest Independent System Operator, 131 FERC
61,165, at P 22 (2010)).
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not commercially sensitive.*** CAISO further states that interested parties may access
this information through the process set forth in the Business Practice Manual.

Commission Determination

118. We find that protestors’ concerns regarding LGIP cost allocation are beyond the
scope of this proceeding. The existing CAISO tariff already includes provisions
regarding allocation of LGIP network upgrade and transmission upgrade costs. The
existing CAISO tariff provisions for cost allocation of LGIP network upgrades would
apply to modified network upgrades, i.e., network upgrades modified through the RTPP
process because, while they are modified, they are still network upgrades. As we have
discussed above, these modified network upgrades are network upgrades that would have
been included in an LGIA had they been built under the LGIP. Therefore, the only
difference is that these network upgrades would be modified during the RTTP process,
rather than through the LGIP, but they are nevertheless network upgrades, subject to the
CAISO tariff LGIP cost allocation provisions for network upgrades.** To the extent
network upgrades modified during RTPP Phase 2 create the need for additional
transmission facilities, the costs of such additional transmission facilities will be separate
and distinct from the costs associated with the modified network upgrade. The existing
tariff provisions governing the cost allocation of transmission facilities would apply to
these additional transmission upgrades (i.e., generally the transmission access charge).
Consequently, because tariff provisions already exist regarding LGIP network upgrade
and transmission upgrade costs, and these provisions are not before us in this proceeding,
parties’ concerns are beyond the scope of this proceeding. There is no further need to
address these concerns to find CAISO’s proposal to partially integrate the LGIP with the
RTPP to be just and reasonable.

119. We agree with CalWEA and Large-Scale Solar that it is appropriate for CAISO to
refund financial security deposits posted by a generation interconnection customer for
network upgrades if a policy-driven element or other transmission addition eliminates the
need for an LGIP network upgrade. Commission precedent requires that security
deposits shall not exceed the customer’s possible cost exposure."*> Where a policy-

113 CAISO Answer at 40. CAISO Post-Tech Conference Reply Comments at 10-
11; See also Independent System Operator (ISO) Non-Disclosure and Use of Information
Agreement for Market Infrastructure Development, Section 2 (b), available at
http://www.caiso.com/1f4f/1f4f8bf4240c0.pdf.

114 see Midwest Independent System Operator, 131 FERC { 61,165, at P 22
(2010).

115 California Indep. Sys. Operator Corp.,133 FERC § 61,223, at P 108 (2010);
California Indep. Sys. Operator Corp., 132 FERC { 61,005, at P 37 (2010).
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driven element or other transmission addition identified in the transmission planning
process makes an LGIP network upgrade unnecessary, the generation interconnection
customer’s obligation ceases. Therefore, consistent with precedent, ™ in this instance,
the generation interconnection customer would be entitled to a refund for the full amount
of the posted financial security deposit. If the policy-driven or other transmission project
results in downsizing, but not eliminating, the LGIP network upgrade for which the
deposit has been posted, the generation interconnection customer’s security deposit
should be modified to ensure that it does not exceed the possible cost exposure for the
resized project. Accordingly, we direct CAISO to clarify its tariff to ensure that security
deposits do not exceed the generation interconnection customer’s possible cost exposure,
as discussed above, and submit this revision within 30 days of issuance of this order.

120. We find Bay Area’s concerns regarding lack of transparency for LGIP-related
study data are overstated because, as CAISO points out, it provides access, pursuant to its
standard non-disclosure agreement, to interconnection study base case information that is
not commercially sensitive.**” If Bay Area would like to obtain access to this
information, it may do so through the process laid out in CAISO’s Business Practice
Manual.

4, LCRI Facilities

121. CAISO argues that it proposes no substantive changes to the LCRI project
provisions in its existing tariff, and that applicable incumbent PTOs will be responsible
for constructing these projects. CAISO describes LCRI facilities as radial facilities with
a special financing mechanism that provide transmission solely for the interconnection of
generation. Several parties commented on CAISO’s treatment of LCRI facilities. TANC
supports CAISO’s proposal to use cost comparison information to evaluate the
reasonableness of the projected LCRI costs.

122. Green Energy disputes CAISO’s assertion that LCRI projects are already under
the existing tariff, and should continue to be under the proposed RTPP, subject to a
ROFR for incumbent PTOs. Green Energy asks the Commission to require CAISO to
revise its proposed RTPP tariff provisions to make it explicit that LCRI facilities may be
constructed and owned by any project sponsor, including non-incumbent transmission
developers. Otherwise, if the Commission agrees with CAISO’s interpretation regarding

116 Id

7 CAISO Answer at 40. CAISO Post-Tech Conference Reply Comments at 10-
11; See also 1SO Non-Disclosure and Use of Information Agreement for Market
Infrastructure Development, Section 2 (b), available at
http://www.caiso.com/1f4f/1f4f8bf4240c0.pdf.
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the ROFR for LCRI facilities in the existing tariff, Green Energy asks the Commission to
reject this interpretation as unjust, unreasonable, and unduly discriminatory and to
provide other relief as appropriate under sections 206 and 306 of the FPA with regard to
this provision in the RTPP tariff revisions.

123. Green Energy and WITG both assert that RTPP proposed tariff section 24.4.6.3.1
allows any interested party to propose transmission additions as LCRI projects. For this
reason, Green Energy contends that it is unreasonable to infer that market participants
(other than regulatory agencies) will utilize their express right to propose such facilities if
this provision does not also imply a right to build such facilities. Green Energy argues
that the absence of language providing for a ROFR for LCRI facilities indicates that the
tariff provides no ROFR to build them. Moreover, Green Energy argues that in recent
precedent and in the Transmission NOPR, the Commission voiced support for the
competitive solicitation of transmission expansions.'*® Also, Green Energy, citing two
economic transmission additions (the Trans Bay Cable and Path 15 Projects (Path 15)),
argues that non-PTOs may propose to build and own transmission facilities and complete
the process for gaining PTO status before they have built the facilities and turned over
operational control to CAISO.

124. CAISO argues that protestors who take issue with a PTO’s right to build LCRI
facilities misunderstand the rationale for this existing category of transmission. CAISO
asserts that LCRI facilities are a specific category of radial lines intended to connect
multiple location-constrained generating units to a point of interconnection on the
existing CAISO transmission system. CAISO contends that section 26.6 of its tariff
makes clear that the costs of the unsubscribed portion of an LCRI facility are recovered
through a PTQO’s transmission revenue requirement. CAISO claims that this funding
mechanism provides a temporary alternative cost allocation mechanism for the cost of
generator interconnection facilities that interconnection customers would otherwise have

to pay.

125. Additionally, CAISO and PG&E assert that under CAISO’s Transmission Control
Agreement, a transmission owner can only become a PTO by turning over operational
control of “transmission lines and associated facilities [that form] part of the transmission
network that it owns or to which it has Entitlements.”*™® The Transmission Control

118 Green Energy Petition at 13-14 (citing Primary Power, 131 FERC { 61,015 at
62-66; Central Transmission 131 FERC { 61,243 at P 46; Carolina Power & Light Co.,
94 FERC at 62,010; Transmission NOPR, FERC Stats. & Regs. { 32,660).

119 CAISO Answer at 59 (quoting CAISO Transmission Control Agreement;
PG&E Protest at 8); CAISO Post-Tech Conference Initial Comments at 12.
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Agreement provides, however, that “radial lines and associated facilities interconnecting
generation do not constitute part of a [PTO’s] transmission network.” Therefore, CAISO
and PG&E declare that the Transmission Control Agreement precludes parties from
becoming PTOs merely by turning over operational control of radial lines, such as LCRI
facilities. CAISO further asserts that Commission precedent indicates that radial
interconnection facilities cannot be included in a PTO’s transmission revenue
requirement except as an LCRI facility.'?

126. According to CAISO, the Transmission Control Agreement’s limitation on PTO
status is reasonably related to CAISO’s core mission of maintaining reliable grid
operations and performing balancing authority area responsibilities. CAISO also argues
that this minimum eligibility requirement is not discriminatory because radial lines are
not integral to CAISO’s achievement of these objectives.

127. CAISO disagrees with Green Energy’s suggestion that non-PTOs may propose to
build and own transmission facilities and complete the process for gaining PTO status
before they have built the facilities and turned over operational control to CAISO.
CAISO notes that in making that suggestion, Green Energy cited to the Trans Bay Cable
and Path 15 projects. CAISO asserts that the existing tariff does not restrict construction
responsibility for those projects because they are categorized as economic transmission
projects, not LCRI facilities. CAISO also states that the Path 15 project sponsor did not
become a PTO until the Path 15 upgrades were completed and placed into service and its
TO Tariff became effective. Likewise, CAISO confirms that Pattern, the owner of the
Trans Bay Cable, would not become a PTO until its TO Tariff became effective, upon
commercial operation of the line.'?

128. CAISO also argues that existing LCRI requirements provide that the addition of an
LCRI facility’s capital costs to a PTO’s high voltage transmission revenue requirement
cannot cause the aggregate LCRI investment to exceed a specified cap. CAISO retains

120 CAISO Answer at 58 (citing section 24.1.3.1 of CAISO’s existing tariff); Id. at
59-60 (citing Cal. Indep. Sys. Operator Corp., 119 FERC {61,061, at P 65 (2007) (LCRI
Declaratory Order); Cal. Indep. Sys. Operator Corp., 121 FERC { 61,286, at P 63-65
(2007) (LCRI Order), reh’g denied, 127 FERC 1 61,178 (2009) (collectively, LCRI
Orders); Southern California Edison Co., 112 FERC { 61,014, at P 41-42 (2005).

121 cAISO Supplemental Comments at 7 (citing Cal. Indep. Sys. Operator Corp.,
117 FERC 1 61,029, at P 5, 18 (2006)). In Docket No. ER06-1360-000, CAISO notified
the Commission that it has accepted Trans Bay Cable’s proposal to turn over operational
control of its entitlements and become a PTO, effective as of November 23, 2010,
pursuant to its TO Tariff.
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this cap in RTPP proposed tariff section 24.4.6.3.2(b), which requires that LCRI
facilities’ capital costs recovered through CAISQO’s transmission access charge not
exceed 15 percent of the total amount of high-voltage capital costs recovered through the
transmission access charge. CAISO also notes that, to date, one LCRI facility has been
approved, conditionally.

129. With regard to CAISO’s suggestion that the impact of the PTO’s right to construct
LCRI projects is insignificant because of the aggregate LCRI cost cap, Green Energy
notes that CAISO has not ruled out future cap increases. Green Energy also contends that
the RTPP’s purpose is to connect new, location-constrained renewable generation
resources to the CAISO-controlled grid through *“gen-ties” bundled with associated
network upgrades and additions. Consequently, Green Energy argues, if non-incumbents
cannot build and own LCRI radial lines, they will likely be unable to build and own
associated upgrades and additions beyond the interconnection point.

130. CAISO responds that there is no basis for this assertion; CAISO reiterates that
LCRI facilities are considered during the transmission planning process, not under the
LGIP. Under the LGIP, CAISO explains, radial interconnection lines are the
responsibility of the generator who bears the cost, and the network upgrades are the
responsibility of the interconnected transmission owner; thus, they are treated as two
different types of facilities.

131. Furthermore, CAISO clarifies that transmission additions or upgrades that are
necessary to improve the transmission network to accommodate deliveries from an LCRI
facility approved in the planning process would be considered policy-driven elements.
CAISO would then solicit proposals for these additions unless they are upgrades to a
PTO’s existing facilities.

Commission Determination

132. The LCRI provisions of the RTPP have not changed from the LCRI provisions in
CAISO’s existing tariff,?* which the Commission previously found to be just,
reasonable, and not unduly discriminatory or preferential.*** We also note that in the
Transmission NOPR proceeding, the Commission is already examining on a broader
scale the extent to which a ROFR in Commission jurisdictional tariffs and agreements

122 Compare RTPP proposed tariff section 24.4.6.3 with CAISO existing tariff
section 24.1.3.

123 |_CRI Declaratory Order, 119 FERC { 61,061; LCRI Orders, 121 FERC
161,286, reh’g denied, 127 FERC 1 61,178.
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gives an incumbent transmission provider an undue advantage over non-incumbent
transmission developers.*?

133. Inits Petition, Green Energy contends that CAISQO’s existing tariff does not
provide a ROFR for incumbent PTOs to build LCRI facilities, as the RTPP contemplates;
WITG makes the same assertion. CAISO disagrees with Green Energy’s suggestion that
non-PTOs may propose to build and own LCRI facilities. Further, CAISO argues that
non-PTOs cannot complete the process to gain PTO status before they have built the
facilities and turned over operational control to CAISO.

134. CAISO’s existing tariff section 26.6 provides that the costs of the unsubscribed
portion of a LCRI facility may be included in the PTO owner’s transmission revenue
requirement.’”® Subsequently, the PTO’s transmission revenue requirement is a
mechanism funded through CAISQO’s transmission access charge. Furthermore, as
discussed above with respect to LGIP facilities, CAISQO’s existing tariff definition of a
PTO and its Transmission Control Agreement preclude entities from becoming PTOs if
they have not turned over operational control of facilities that form part of the CAISO
transmission network.*® As LCRI facilities are radial interconnection lines, we conclude
that, as we concluded for LGIP facilities, an entity that only seeks to build and turn over
operational control of these radial lines does not satisfy the criteria to enter into a
Transmission Control Agreement, and thus may not be considered a PTO. Consequently,
and contrary to Green Energy’s contention, we find the existing CAISO tariff gives PTOs
with existing network transmission facilities the ability to construct LCRI facilities and
non-PTO transmission developers are not eligible to build these facilities.

135. Further, in its Petition, Green Energy asks that, if the Commission finds the
existing CAISO tariff provides a ROFR for PTOs with existing network transmission
facilities to construct LCRI facilities, we find such ROFR to be no longer just and
reasonable and unduly discriminatory or preferential. We will not do so in this
proceeding. To reiterate, as the proponents of a change in rate or practice, Green Energy
has the burden to demonstrate both that the existing rate or practice is unjust,

124 Transmission NOPR, FERC Stats. & Regs. 32,660 at P 87-101; Mobile Oil,
498 U.S. at 230.

125 See CAISO existing tariff section 24.1.3.1(a)(3) and RTPP proposed tariff
section 24.4.6.3.2(a)(3) (providing that an LCRI facility “would not be eligible for
inclusion in a Participating TO’s TRR [transmission revenue requirement] other than as
an LCRIF [LCRI Facility]”).

126 See CAISO existing tariff Appendix A.
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unreasonable, unduly discriminatory or preferential, and that its proposed change is just
and reasonable and not unduly discriminatory or preferential.**’

136. Location-constrained resources have a limited ability to minimize their
interconnection costs and, moreover, these factors can, in certain circumstances, impede
the development of such resources altogether.'®® Consequently, the LCRI provisions
were crafted to help location-constrained resources overcome financial barriers to
interconnecting to the grid, not as a benefit for transmission providers.'? Because Green
Energy has not provided sufficient evidence demonstrating how it is harmed by the lack
of opportunity to construct LCRI facilities, we find that Green Energy has not provided
sufficient legal justification or factual evidence to compel us to find, at this time, this
ability to build LCRI facilities is unjust, unreasonable, unduly discriminatory or
preferential. Accordingly, we continue to find that these provisions address a specific
need presented by location-constrained resources and are not unduly discriminatory.**

137. Furthermore, we agree with CAISO’s contention that once the RTPP becomes
effective, and LCRI projects as well as policy projects are vetted through the new
comprehensive planning process, transmission projects identified as LCRI projects will
likely diminish over time. As expressed earlier, fully vetted policy-driven elements are
intended to address the needs that would have previously been considered under the
LCRI tariff provisions and make LCRI projects less prevalent.

12716 U.S.C. §824e(b) (2006); Blumenthal v. FERC, 552 F.2d 875, 881 (D.C. Cir.
2009) (citing Atlantic City Elec. Co. v. FERC, 295 F.3d 1 (D.C. Cir. 2002)).

128 | CRI Order, 121 FERC 1 61,286 at P 3 (“Commission held that the CAISO’s
proposed rate treatment of the costs of the LCRI facilities was not unduly preferential or
discriminatory and would be a just and reasonable variation from Order No. 2003’s
default generator interconnection policies.”).

129 See LCRI Order, 121 FERC 1 61,286 at P 3, order on reh’g, 127 FERC
161,178 at P 2 (finding the LCRI necessary because “existing interconnection policies,
as articulated in Order No. 2003, did not contemplate the challenges associated with more
recent efforts to interconnect location-constrained resources|[.]”).

139 Moreover, we find that limiting the construction and ownership of LCRI
facilities to PTOs, as preserved in the RTPP, will not preclude non-incumbent
transmission developers from building new transmission elements.
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5. Merchant Transmission Projects

138. CAISO states that it will receive and evaluate proposals for merchant transmission
facility projects in Phase 2 of the RTPP. It also states that it has not proposed substantive
changes to its tariff with regard to these projects.

139. CAISO states that section 24.4.6.1 sets forth the criteria for submitting merchant
transmission projects. It explains that sponsors of these projects must bear all project
costs because these costs are not recoverable through the transmission access charge.
Further, CAISO notes, merchant projects must mitigate all CAISO-identified operational
concerns and ensure the continuing feasibility of allocated long-term CRRs over the
length of their terms. CAISO explains that during the RTPP, it will approve merchant
projects before approving policy-driven or economically-driven transmission elements.

Commission Determination

140. CAISO has not proposed substantive changes to its tariff regarding merchant
transmission projects,™" and no party has taken issue with CAISO’s merchant
transmission provisions in this proceeding. Therefore, we will accept the RTPP proposed
tariff provisions regarding merchant transmission projects as they have not substantively
changed from the already-approved existing tariff provisions on merchant transmission
projects.

6. Policy-Driven Elements®*?

141. CAISO states that a principal focus of its revised planning process is the creation
of the policy-driven category of network transmission facilities. According to CAISO,
this category is necessary “to meet state or federal policy requirements and directives,
including renewable goals that are not inconsistent with the [FPA].”*3

142. CAISO states that RTPP section 24.4.6.6 describes the policy-driven transmission
category and lists ten criteria that it may consider, among others, in determining whether

131 Compare RTPP proposed tariff section 24.4.6.1 with CAISO existing tariff
section 24.1.1(a).

132 This section describes policy-driven elements and the RTPP process for
determining what elements are needed, and commenters’ associated concerns. As
discussed above, once CAISO determines what elements are needed, during Phase 2 of
the RTPP, it will hold an open solicitation for project sponsors in Phase 3, as discussed
below.

33 RTPP Filing at 4. 16 U.S.C. § 824, et seq.
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a transmission upgrade or addition is needed to effectively and efficiently meet applicable
state or federal policies.™** Based on the ten criteria, CAISO states that it will apply a
“least regrets” approach in order to identify policy-driven elements that will minimize the
risk of stranded investment.** Under this approach, CAISO will identify the resources
within reasonable assumption scenarios that are considered to be most likely to develop.
CAISO highlights that, under its least regrets approach, it will identify two categories of
policy elements: (1) category 1 elements, which will be built in the current planning
cycle; and (2) category 2 elements, which are not recommended in the current planning
cycle, but may be necessary in the future.

143. CAISO notes that although a needed policy-driven element could provide
incidental reliability benefits, this fact alone would not make the transmission addition or
upgrade a reliability project subject to an incumbent’s right to build; instead, it would
remain a policy-driven element, as identified.

144. San Francisco expresses concern that, unlike LCRI facilities, policy-driven
elements have no upper limit on risk. It contends that the only safeguard for policy-
driven elements is CAISO’s ability, through the RTPP, to accurately predict future
transmission needs. San Francisco therefore asks the Commission to require CAISO to
develop appropriate cost containment and ratepayer impact safeguards, such as a cost
allocation methodology that distributes costs to those that will benefit from the project,
similar to the LCRI provisions.

134 RTPP proposed tariff section 24.4.6.6 provides that the ten criteria that
CAISO may use to determine needed policy-driven elements are: (1) commercial interest
in the resources accessed by potential transmission elements; (2) results and priorities of
the CPUC or California Local Regulatory Authorities’ resource planning processes;
(3) expected planning level cost; (4) potential capacity and energy values, and cost supply
function of resources in zones that will meet policy requirements; (5) environmental
evaluation and the extent to which the potential element will be needed to meet
applicable reliability criteria or to provide additional reliability or economic benefits;
(6) potential future connections to other resource areas and transmission elements;
(7) resource integration requirements and associated costs; (8) potential to provide access
to resources needed for integration; (9) effect of uncertainty associated with criteria 1-8
and any other considerations that could affect the risk of stranded investment; and
(10) effects of other additions or upgrades being considered for approval during the
planning process.

135 CAISO’s least regrets proposal and associated comments are addressed in
greater detail in a later section.
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145. CAISO maintains that there is no basis to create a cost cap for policy-driven
elements similar to the LCRI cap because policy-driven elements, unlike LCRI facilities,
are network facilities. CAISO also states that imposing such a cap could create a
situation where needed policy-driven transmission could not be approved.

146. Bay Area and San Francisco take issue with the fact that the policy-driven
considerations are left to CAISO’s discretion. San Francisco’s concern is that CAISO
could commit the state to billions of dollars in new transmission projects to achieve
policy goals that have yet to be resolved by the state’s legislative, administrative, and
executive leadership. San Francisco asks the Commission not to approve CAISO’s
proposed description of policy-driven elements as those “needed to meet state or federal
policy requirements or directives,” because such language is overly broad. Bay Area and
San Francisco ask the Commission to limit policy-driven justifications to those needed to
meet public policy requirements established by state and federal laws or regulations in
accordance with the Commission’s Transmission NOPR. Bay Area claims that this
definition of policy-driven elements leaves no room for unilateral decisions that rely upon
non-binding requirements.

147. CAISO disputes these arguments regarding the scope of state and federal policy
goals. CAISO argues that restricting such projects to those required by laws and
regulations would confine CAISO’s options because it may have to incorporate
requirements from state and federal policies contained in judicial orders, regulatory
decisions, or executive orders into the RTPP.

148. Bay Area also asks the Commission to direct CAISO to amend RTPP proposed
tariff section 24.4.6.6 to explicitly address how CAISO will adhere to its commitment,
memorialized in the CPUC-CAISO Memorandum of Understanding (MOU), to
coordinate its planning process with CPUC’s siting/permitting process. In addition, Bay
Area asks the Commission to require CAISO to adhere to the ten identified criteria in
RTPP proposed tariff section 24.4.6.6 when determining the need for policy-driven
elements. Bay Area states that the criteria should be expanded to also include: (1) the
prioritized objectives from ongoing state level proceedings; (2) the need for new
transmission to interconnect central station generation after adjusting the latest forecast of
load for additional energy efficiency, demand response, and distributed generation
resources; and (3) the likely location for new central station generation based upon
considerations such as commercial interest in resources in the applicable geographic area
(including renewable energy zones), access by potential transmission elements as
evidenced by signed and approved power purchase agreements, and interconnection
agreements. Imperial asks the Commission to require CAISO to amend proposed RTPP
section 24.4.6.6 to require consideration of the extent to which a proposed policy-driven
element would create a risk of stranded costs and coordination with non-PTOs to avoid
the construction of duplicative transmission additions.
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149. Inresponse to Bay Area’s comments about the CPUC-CAISO MOU, CAISO
claims that its tariff does not specifically dictate how to treat individual stakeholders’
inputs and that it, therefore, should not contain provisions pertaining to inputs provided
by CPUC.

150. CAISO disagrees with Bay Area’s position that the study methodologies used to
identify needed transmission projects or elements must be described in detail in the tariff.
CAISO states that the more appropriate course is to describe these details in the Business
Practice Manual and in the annual study plan. Accordingly, to address several parties’
questions about the precise methodology used to select policy-driven elements, CAISO
proposes to provide greater methodological details in its Business Practice Manual.
CAISO also states that it will address the policy goals to be evaluated in each cycle, as
well as the process for identifying policy-driven elements, during Phase 1 of the planning
cycle when it works with stakeholders to develop the study plan and planning
assumptions. %

151. DayStar expresses concern that CAISO could give undue weight to certain criteria,
such as signed and approved power purchase and interconnection agreements. DayStar
asks CAISO to amend its tariff to emphasize that power purchase and interconnection
agreements are only one indicator of the geographic “commercial interest” preferences of
renewable generation developers. DayStar states that CAISO should also consider other
factors such as reliability benefits, economic benefits, and access to high quality
renewable locations. Additionally, DayStar states that the level of public support or
resistance from the local community and elected officials for transmission infrastructure
and underlying generation assets should be a criterion for evaluating proposals.

152. Inresponse, CAISO states that, when it approved CAISO’s LCRI proposal, the
Commission found that power purchase and interconnection agreements are appropriate
measures of commercial interest.

153. Pattern and Desert Southwest state that the timing of policy-driven and
economically-driven transmission element evaluation hinders independent developers
because all other project categories will be evaluated for inclusion in the transmission
plan before CAISO considers proposals to build policy-driven and economically-driven
elements during the Phase 3 open solicitation. Desert Southwest also contends that
CAISO has no plans to evaluate whether projects in the categories evaluated prior to
Phase 3 will contribute to federal and state policy goals. For this reason, Desert
Southwest asks CAISO to consider policy-driven elements at the outset of Phase 2,
arguing that projects may present more efficient, cost-effective solutions when

138 CAISO Post-Tech Conference Reply Comments at 7.
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considering multiple system needs, rather than determining needed projects focused on a
single need.

154. Inresponse, CAISO explains that considering policy-driven elements first, without
regard to the transmission upgrades that it is otherwise required to evaluate, would create
the risk of overbuilding and stranded investment and undermine the objectives of
comprehensive planning. PG&E agrees that CAISO should evaluate policy-driven
projects later in the planning cycle because such projects are incremental to the already-
existing tariff categories.

Commission Determination

155. Subject to the compliance filing discussed below, we accept CAISO’s proposed
RTPP provisions pertaining to policy-driven elements and find that they are just,
reasonable and not unduly discriminatory or preferential. The new category of policy-
driven transmission elements is a key feature of the RTPP that will allow CAISO to
consider state and federal policy requirements and directives in a holistic manner in its
transmission planning process. Consideration of policy-driven elements in the RTPP will
allow CAISO to develop a transmission plan that better optimizes the planned
transmission infrastructure and transforms CAISQO’s transmission planning process from
a project-by-project approach into a comprehensive and more efficient process.

156. Additionally, as discussed in greater detail below with regard to CAISO’s least
regrets proposal, we find that the RTPP provisions relating to policy-driven elements are
appropriate. We find that CAISO’s proposed ten criteria for determining the need for
policy-driven projects reasonably set forth a framework under which CAISO will identify
policy-driven elements. However, whereas CAISO proposes, in RTPP proposed tariff
section 24.4.6.6, that CAISO “may consider, but is not limited to” the criteria it has listed
for identifying needed policy-driven elements, we believe that CAISO should consider
and be limited to the listed selection criteria as each represents an important factor in
mitigating the risk of stranded investment and provides transparency as to how CAISO
will identify policy-driven needs. Therefore, we direct CAISO to make a compliance
filing within 30 days of issuance of this order to revise “may” to “will” and to remove
“but is not limited to” in that section.

157. Accordingly, we find the criteria in RTPP proposed tariff section 24.4.6.6, subject
to our compliance filing directive for that section, to be an appropriate basis for
determining needed policy-driven elements. We, therefore, reject DayStar’s and Bay
Area’s requests to include additional criteria for determining needed policy-driven
elements in the tariff.

158. Given the changes directed above, we disagree with parties’ arguments that the
RTPP gives too much discretion to CAISO regarding the selection of policy-driven
elements. Our directed changes ensure that CAISO will define policy-driven elements
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based only on the listed criteria. If, in the future, CAISO finds that it needs to adapt,
develop or use other criteria, then CAISO may make a filing pursuant to section 205 of
the FPA proposing changes to the criteria currently listed in its tariff. This requirement
and the changes directed above will ensure that CAISO’s implementation of policy-
driven tariff provisions will be an open and transparent process and all stakeholders will
have an opportunity to review CAISQO’s assumptions, analysis, and recommendations and
provide input into the process.™’

159. To the extent parties desire greater methodological details regarding the
identification of policy-driven elements, CAISO states that it will include such details
in its Business Practice Manual and address the policy goals to be evaluated in each
cycle, as well as the process for identifying policy-driven elements, during RTPP Phase
1. We find that these commitments by CAISO are sufficient to address parties’ requests
for additional details and direct CAISO to follow through on these commitments.**

160. We will not require CAISO to modify its proposal by adding a cost cap for policy-
driven elements because such a cap could potentially render CAISO unable to approve
transmission elements that might be necessary to achieve state or federal policy
requirements or directives. We also find that CAISO has sufficiently distinguished
between LCRI facilities, LGIP network upgrades, and policy-driven elements. LCRI
tariff provisions apply to radial interconnection facilities and provide a mechanism for

37 Similar to the directives here, the Commission has previously taken steps to
ensure that CAISQO’s discretion is limited and found that CAISQO’s tariff needs to
incorporate appropriate detail and transparency of CAISO’s decision-making processes.
See, e.g. Cal. Indep. Sys. Operator Corp., 132 FERC {61,045, at P 72 (2010) (finding
proxy demand resource tariff provisions describing actions that CAISO “may” take to
rescind payments or suspend a market participant provide too much discretion); Cal.
Indep. Sys. Operator Corp., 124 FERC 1 61,271, at P 182 (2008) (requiring CAISO to
include tariff provisions that specify the minimum information it requires to accurately
model interchange transactions).

138 \We note, however, that in City of Cleveland v. FERC, the D.C. Circuit made
clear that a tariff must contain “those practices that affect rates and service significantly,
that are reasonably susceptible of specification, and that are not so generally understood
in any contractual arrangement as to render recitation superfluous.” City of Cleveland v.
FERC, 773 F.2d, 1368, 1376. While, presently, we find it acceptable to place the
mentioned details used to determine policy-driven elements in the Business Practice
Manual, if, once drafted, a party is concerned that these provisions could significantly
affect rates and service, it can bring this issue to the Commission’s attention under
section 206 of the FPA.



Docket No. ER10-1401-000, et al. -52 -

funding such facilities. The criteria for LCRI facility selection is established in detail in
RTPP proposed tariff section 24.4.6.3.2. Similarly, the consideration and treatment of
LGIP network upgrades in the RTPP is also described in sufficient detail in 24.4.6.5.
Policy-driven elements are network facilities and are distinguishable from non-network
LCRI facilities. They are also distinguishable from LGIP network upgrades as the
planning and selection process for policy-driven elements and LGIP network upgrades
are distinct and clearly delineated in the tariff.

161. We find that CAISO’s proposed least regrets approach, as modified, will
adequately weigh current needs and potential future policy needs in order to avoid
stranded investment. We discuss this least regrets approach in greater detail below.

162. We also reject Bay Area’s request to require CAISO to amend the RTPP to
address how CAISO will coordinate its planning process with CPUC’s siting/planning
process. The CPUC-CAISO MOU provides, among other things, for CAISO’s
consideration of study scenarios that reflect CPUC’s long term procurement process.™**
We do not find it necessary to require that all input, assumptions, and study scenarios be
included in the tariff. The tariff requires, and CAISO has the obligation to ensure, that
the transmission planning process is open and transparent. Therefore, Bay Area and
other stakeholders will be informed of how CAISO is taking CPUC’s procurement
decisions into account in CAISQO’s study scenarios. Furthermore, the Commission’s
transmission planning requirements do not require a Regional Transmission Organization
(RTO) or ISO, such as CAISO to coordinate its planning process with state
siting/permitting processes. Accordingly, we will not require CAISO to incorporate any
such obligation with regard to the CPUC-CAISO MOU into CAISO’s tariff.

163. With regard to Imperial’s argument that CAISO should be required to amend its
tariff to require coordination with non-PTOs in order to ensure a complete consideration
of policy-driven elements to avoid stranded costs and the construction of duplicative
facilities, we find that the proposed RTPP will provide an adequate opportunity for non-
PTOs to comment on CAISO’s comprehensive transmission plan throughout its
development. Further, we find that, as discussed further below, the least regrets proposal
will adequately weigh current needs and potential future policy needs in order to make
sound development decisions that minimize the risk of overbuilding and stranded
investment.

164. Pattern and Desert Southwest argue that the timing of policy-driven and
economically-driven transmission element evaluation hinders independent developers
because all other project categories will be evaluated for inclusion in the transmission

139 http://www.caiso.com/2799/2799bf542ee60.pdf
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plan before CAISO considers policy-driven and economically-driven proposals.

While CAISO will not accept specific proposals to build transmission elements until
Phase 3 of the RTPP, we disagree with Pattern and Desert Southwest’s suggestion that
CAISO will not consider potential transmission elements until all other project categories
are evaluated for inclusion in the transmission plan. To the contrary, CAISO’s
consideration of potential policy-driven elements begins in RTPP Phase 1 during the
development of CAISO’s conceptual statewide plan. Further, throughout Phases 1 and
2 of the RTPP all interested parties may be involved in the development of the final
comprehensive transmission plan by suggesting economic studies, reviewing and
commenting on draft conceptual and comprehensive plans, and suggesting transmission
and non-transmission alternatives.

165. Moreover, as noted above, if CAISO identifies needed transmission upgrades that
satisfy reliability or long-term CRR needs, but also provide additional benefits, such
upgrades will not be classified as reliability or long-term CRR feasibility projects.
Instead, such upgrades may be identified as policy-driven or economically-driven
transmission elements, depending on the benefits they will provide. We find this
comprehensive transmission planning process, as proposed in the RTPP, to be efficient
and effective to identify the needed transmission projects and elements, while limiting
overbuilding and stranded investment. Thus, we find CAISO’s proposal to not identify
project sponsors for transmission elements until Phase 3 to be just and reasonable, given
that consideration for the elements themselves will be given throughout the RTPP and all
interested parties may participate in the development of the comprehensive transmission
plan, which will identify needed transmission elements.

166. As stated above, we find that the proposed RTPP provisions related to policy-
driven elements, as modified, provide sufficient detail, as well as openness and
transparency to assess the need for policy-driven elements.

7. Economically-driven Elements

167. CAISO’s current tariff provides for submission of economic project proposals
prior to CAISO determining the need for such projects; CAISO states that the submission
of a project confers on the project sponsor a right to build the project if it is ultimately
included in the comprehensive transmission plan. CAISO proposes to change these
provisions, such that, under the RTPP, during Phase 1, stakeholders can submit economic
planning study requests that will inform CAISQO’s transmission planning studies and
serve to identify needs for potential economically-driven elements that may ultimately be
included in the comprehensive plan. However, any such economically-driven elements
included in the comprehensive plan will be open to competitive solicitation during Phase
3 of the RTPP, whereby all interested parties will have an opportunity to propose to build
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and own such elements.**® Accordingly, under the RTPP, there will be no right to build
conferred upon parties that submit economic planning study requests or economic project
proposals.

168. CAISO explains that the development of the unified planning assumptions during
Phase 1 provides an opportunity for stakeholders to provide input into the assumptions
being used in its economic studies, along with the other technical studies that will be
conducted by CAISO during the planning cycle. CAISO explains that these inputs will
help to identify potential system needs that should be addressed by transmission or non-
transmission solutions. CAISO notes that the RTPP provides a one month comment
period for the proposal of interstate transmission lines, proposals for access to resources
located in areas not identified in the conceptual plan, and non-transmission elements.***

169. CAISO explains that, once it identifies projects needed to maintain reliability,
LCRI facility projects, qualified merchant projects and policy-driven elements, it will
conduct high priority economic planning studies and any other studies to determine
whether any additional transmission upgrades, additions, or modifications to identified
transmission projects or elements are necessary to address: (1) congestion identified in
the congestion data summary published for the applicable transmission planning process
cycle and the magnitude, duration, and frequency of that congestion; (2) local capacity
area resource requirements; (3) congestion projected to increase over the planning
horizon used in the transmission planning process and the magnitude of that congestion;
or (4) integration of new generation resources or loads on an aggregated or regional basis.

170. In determining whether any additional transmission elements are needed, CAISO
states that it will consider the degree to which the benefits of any solution outweigh the
anticipated costs.*** CAISO explains that benefits may include a calculation of any
reduction in production costs, congestion costs, transmission losses, and capacity or other
electric supply costs resulting from improved access to more cost-efficient resources.

10 CAISO Post-Tech Conference Initial Comments at 5-6. CAISO RTPP Filing
at41.

11 CAISO Post-Tech Conference Initial Comments at 5. CAISO RTPP Filing
at 41 (citing RTPP proposed tariff section 24.4.4).

142 With regard to costs, CAISO states that it will provide planning level cost
estimates for each of the transmission elements that it finds are needed and include these
estimates in the comprehensive transmission plan. CAISO states that stakeholders will
then have the opportunity to comment on the potential costs to construct particular
elements, during comment periods for the comprehensive plan. RTPP Filing at 66.
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171. CAISO notes that the potential exists for some overlap between policy-driven
projects and economically-driven projects, but contends that should not matter because
the need for both types of plan elements is identified in the same stage of the planning
process and the specific projects to satisfy both types of plan elements are subject to the
open solicitation process. CAISO states that there will never be any overlap between
these two categories of planning elements and reliability projects because reliability
projects are limited to projects that meet reliability needs and cannot be expanded to
cover economically-driven or policy-driven elements. As noted above, CAISO states that
If a transmission upgrade solves a reliability problem while simultaneously providing
additional benefits, the project would no longer fall within the narrow definition of a
reliability project, and could instead be classified as an economically-driven transmission
element, if it provided economic benefits.

172. As addressed above, Pattern and Desert Southwest state that the timing of policy-
driven and economically-driven transmission element evaluation hinders independent
developers because all other project categories will be evaluated for inclusion in the
transmission plan before CAISO considers policy-driven and economically-driven
proposals during the Phase 3 open solicitation.

Commission Determination

173.  We find CAISO’s proposed RTPP provisions regarding economically-driven
transmission elements to be just, reasonable and not unduly discriminatory or
preferential. With regard to parties’ concerns that the timing of economically-driven
transmission element evaluation hinders independent developers, we disagree.

Instead, we find that the RTPP provides many opportunities for all interested parties to
submit economic planning study and project proposals for consideration in CAISO’s
comprehensive transmission plan. There are also numerous opportunities to comment on
CAISO’s comprehensive plan during its development, such that parties may propose
potential economically-driven transmission elements that might address multiple system
needs and that would then be considered when determining the needed transmission
elements. Further, the RTPP provides equal opportunities for all interested project
sponsors, whether they are PTOs or independent developers, to propose to build
economically-driven transmission elements.

8. Non-Transmission Alternatives

174. CAISO proposes several tariff modifications involving demand response and non-
transmission alternatives that CAISO asserts would enhance the efficiency and
comprehensiveness of its existing planning process. First, CAISO proposes to modify
section 24.3.1 of the tariff by adding several new categories of inputs to the unified
planning assumptions and study plan, including demand response programs and
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generation and other non-transmission projects. CAISO explains that the purpose of the
unified planning assumptions is to establish a common set of assumptions for the diverse
planning studies that occur within the transmission planning process. Under the current
tariff, these programs and projects are submitted during the request window. CAISO
states that including them in the Phase | unified planning assumptions and study plan
ensures that CAISO will consider these programs and projects within the same planning
cycle as under the current tariff.

175. CAISO further proposes that, beginning with the 2011-2012 planning cycle,
during development of the draft unified planning assumptions and study plan, it will
provide a comment period according to a timetable set forth in the relevant Business
Practice Manual that would allow submission of: (1) demand response programs
proposed for inclusion in the base case; and (2) generation or non-transmission
alternatives proposed as alternatives to transmission upgrades or additions.'*® CAISO
states that it will consider these proposals in its preparation of the draft unified planning
assumptions and study plan. CAISO also notes that this stakeholder process
contemplated in RTPP proposed tariff section 24.3.3 augments the existing process with
an additional opportunity for stakeholder proposals and increased notice requirements.

176. CAISO also states that under RTPP proposed tariff section 24.4.6.7, it will
consider the degree to which the non-transmission solutions outweigh the costs of a
facility being considered.** This analysis will include a consideration of demand-side
management and non-transmission alternatives. CAISO asserts that it does not change
the existing analytic approach to evaluating economically-driven projects, although its
proposed RTPP places the economic analysis at a later point in the process to better
comport with the logic of its more comprehensive planning approach.

177. SWP asks the Commission to require CAISO to confirm that the RTPP will
“transparently explain and include the use of demand response resources in the base case
assumptions of the CAISO’s annual Unified Planning Assumptions and Study Plan.”
SWP proposes that CAISO be required to provide tariff language explaining how demand

3 RTPP proposed tariff section 24.3.3 (Stakeholder Input — Unified Planning
Assumptions/Study Plan).

1 RTPP proposed tariff section 24.4.6.7 (Economic Studies and Mitigation
Solutions) provides that in determining whether a particular solution is needed, CAISO
will consider the comparative costs and benefits of non-transmission alternatives to the
particular transmission element, including demand-side management.
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response or remedial action schemes**® could be used for each category of projects under
RTPP, when practical.

178. SWP suggests the CAISO should add tariff language indicating how SWP would
be compensated for load shedding under the remedial action scheme when its contract
with PG&E expires. SWP asserts that potential demand response providers will be less
inclined to offer services as a transmission substitute if the CAISO tariff fails to specify
how they would be compensated in energy markets. SWP suggests that in compensating
demand response substituting for transmission upgrades, consideration should be given to
the price signals that might induce loads to make demand response investments that
would shift usage to off-peak periods. SWP states that unlike most transmission
providers, CAISO employs a flat, non time-sensitive transmission rate that sends no price
signal to loads. In support of this suggestion, SWP quotes the Commission’s statement in
the National Action Plan on Demand Response that “[d]emand response can go beyond
simple reduction in peak consumption to include shifting consumption from peak to off-
peak hours.”**

179. Inits Answer, CAISO argues that RTPP proposed tariff sections 24.3.1 and 24.3.3
address SWP’s concerns. According to CAISO, section 24.3.1 expressly contemplates
the inclusion of demand response programs in the base case or assumptions for the
comprehensive transmission plan. CAISO points out that under section 24.3.3,
stakeholders can submit demand response programs for consideration in the development

5 SWP explains that its large water pumping loads provide the large majority of
demand response on the CAISO system, which it bids in the day ahead market for
ancillary services in the form of operating reserves. SWP states that, long before the
advent of CAISO, SWP entered into an existing transmission contract under which SWP
pumps will be automatically dropped by a remedial action scheme in certain
contingencies as a substitute for transmission upgrades. SWP asserts that this
arrangement supports the capacity ratings on Path 15 and 66. SWP expresses concern
that it is aware of no tariff language or other guidance that describes how such a demand-
based transmission substitute would be compensated by CAISO. Consequently, SWP is
uncertain whether or how CAISO would compensate it for the remedial action scheme
after the existing transmission contract expires. SWP points out that currently only
participating load has a direct contractual relationship with CAISO, and other demand
response in California is either under a load serving entity or, in the case of proxy
demand response, involves a contractual relationship between the demand response
aggregator and CAISO. See SWP Protest at 3-5.

148 SWP Protest at 5 (citing National Action Plan on Demand Response, Docket
No. AD09-11, at 4 (2010)).
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of the draft unified planning assumptions and study plan. CAISO argues that SWP’s
request that the Commission require it to implement tariff provisions describing how the
remedial action scheme will be priced after its expiration is inappropriate and beyond this
proceeding’s scope. Likewise, CAISO also submits that SWP’s arguments pertaining to
time-of-use pricing are beyond the scope of this proceeding. CAISO maintains that
demand response initiatives and proceedings that are currently underway are the
appropriate settings for addressing its general demand response-related concerns.

Commission Determination

180. We find that CAISO’s tariff provisions regarding non-transmission alternatives, as
revised for inclusion in the RTPP, continue to comply with Order No. 890. We note that
the Commission already determined in its evaluation of CAISO’s Order No. 890
compliance filing that CAISO had adequately described in its existing tariff how demand
response resources will be treated comparably.**” Here we confirm that CAISO’s
relevant proposed RTPP tariff provisions include and explain with sufficient transparency
the use of alternatives to transmission upgrades. Specifically, RTPP proposed tariff
section 24.3.1 expressly provides for consideration of demand response programs in the
base case or assumptions for the comprehensive transmission plan, as well as other non-
transmission alternatives proposed in long-term planning studies. Additionally,
beginning with the 2011/2012 planning cycle, CAISO will hold a comment period for all
interested parties to submit proposals to build demand response programs and other non-
transmission alternatives for consideration during RTPP Phase 1 development.**

181. We note that the RTPP also contemplates non-transmission alternatives with
respect to reliability and economically-driven needs. RTPP proposed tariff section 24.4.3
provides that CAISO will open a request window during Phase 2 to accept, among other
project proposals, proposals for demand response or non-transmission alternatives to
meet reliability needs. Additionally, RTPP proposed tariff section 24.4.6.7 provides that
CAISO will consider the comparative costs and benefits of non-transmission alternatives
and demand-side management as alternatives to needed transmission elements. Further,
RTPP proposed tariff section 24.4.6.8 clarifies that upon approval of the comprehensive
plan, approved project sponsors’ will be allowed to proceed. We interpret this provision
to mean projects approved in the final comprehensive plan that are net of all transmission
alternatives considered; however, this is not clear in the RTPP proposed tariff revisions.
Accordingly, we direct CAISO to make a compliance filing to modify RTPP proposed
tariff section 24.4.6.8 to specify that the transmission projects approved in the
comprehensive plan are those remaining after the evaluation of transmission and

7 Cal. Indep. Sys. Operator Corp., 123 FERC { 61,283 at P 104.
8 RTPP proposed tariff section 24.3.3.
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transmission alternatives, within 30 days of issuance of this order. With that
modification, we find CAISO’s proposed tariff revisions concerning demand response
and other non-transmission alternatives continue to comply with Order No. 890, are
sufficiently clear and transparent.

182. With respect to SWP’s concern regarding compensation for demand response,

we agree with SWP that clarity in how demand response and other non-transmission
alternatives are compensated fosters their development. However, as SWP
acknowledges, the existing CAISO tariff already provides a mechanism for how proxy
demand resources will be compensated.'*® In addition, CAISO has not proposed changes
to compensation for demand response.

183. With regard to SWP’s request that consideration be given to time-of-use
transmission pricing, SWP has raised this issue several times in the past and the
Commission has rejected SWP’s arguments.* SWP’s argument regarding time-of-use
transmission pricing is not only a collateral attack on prior Commission findings, but is
also beyond the scope of this proceeding. Likewise, SWP’s request that the Commission
require CAISO to implement tariff provisions describing how the remedial action scheme
will be priced after SWP’s contract expires is not only premature but also beyond the
scope of this proceeding. As CAISO points out and SWP acknowledges in its comments,
some of CAISO’s ongoing demand response initiatives will address these issues,
including SWP’s specific participating load market issues.™

C. Least Reqrets Approach

184. As mentioned above, in RTPP proposed tariff section 24.4.6.6, CAISO proposes to
identify policy-driven transmission upgrades or additional elements needed to efficiently
and effectively meet state or federal policy requirements and directives. In the process of
determining the need for such policy-driven upgrades and additions, CAISO proposes to
study various resource location and integration scenarios while mitigating the risk of
stranded transmission investment by applying certain criteria. Under this approach,
CAISO proposes to consider the ten criteria discussed above in order to mitigate the risk
of stranded transmission investment. CAISO refers to this approach as “least regrets;”
however, we note that the least regrets criteria are the ten criteria described above that are

%9 Cal. Indep. Sys. Operator Corp., 132 FERC { 61,045 (2010) (finding that
proxy demand resources will generally be paid the locational marginal price).

BOE g., Cal. Indep. Sys. Operator Corp., 119 FERC { 61,313 (2007); Cal. Indep.
Sys. Operator Corp., 111 FERC { 61,337 (2005).

151 sWP Comments at n.3; CAISO Answer at 14 and n.13.
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used for determining policy-driven needs. While the criteria are discussed to some extent
above, we consider them further herein, to more fully address commenters’ concerns
about CAISO’s proposed approach for determining policy-driven element needs.

185. CAISO explains that its least regrets analysis will help it to ensure that
transmission needed to achieve public policy goals will be developed in a manner that
balances the competing objectives of timeliness and not overbuilding transmission.

186. CAISO argues that the RTPP is intended to better coordinate the LGIP and the
transmission planning process through comprehensive planning and increase the
opportunities for other transmission developers to build needed transmission elements.
CAISO states that in the Transmission NOPR, the Commission expressly states that the
benefit of a proposed requirement to consider public policy requirements is that it “may
eventually increase the proportion of transmission network investment that is constructed
pursuant to proactive transmission planning processes, thereby reducing the proportion of
network upgrades that would otherwise be triggered by individual generator
interconnection requests.”

187. CAISO notes that the tariff description of the policy-driven category of
transmission elements must be flexible enough to permit CAISO to conduct its evaluation
under conditions of greater uncertainty (e.g., regarding the timing and location of future
generation resources) than normally exists in transmission planning. CAISO states that
the criteria set forth in proposed RTPP proposed tariff section 24.4.6.6 will depend on the
evolving nature of the particular policy goal that is driving the analysis and the quality of
information available.

188. CAISO proposes to provide greater methodological details in its Business Practice
Manual and states that it will address the policy goals to be evaluated in each cycle, as
well as the process for identifying policy-driven elements, during Phase 1 of the planning
cycle when it works with stakeholders to develop the study plan and planning
assumptions.

189. CAISO states that, under its new least regrets proposal, it will identify the
resources within reasonable assumption scenarios that will be most likely to develop --
based on commercial interest, progress in permitting, as well as environmental impact
considerations and other factors.

190. CAISO states that the “core” set of renewable resource assumptions for
developing the Category 1 elements will be informed by the interconnection queue and
the procurement information from CPUC. Then, CAISO states, elements will be
categorized as Category 1 if they are needed in this core or baseline scenario and a
significant percentage of sensitivity scenarios. CAISO states that it is likely that category
1 elements will reflect the transmission needs for many resources in the CAISO queue
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that have not proceeded through the LGIP to Phase Il and hence are not yet required as
LGIP network upgrades.

191. CAISO states that it will share with stakeholders the complete scenarios examined,
with an explanation as to the underlying assumptions for each one and the rationale for
proposing particular transmission elements in Category 1 and Category 2. CAISO adds
that the least regrets analysis will identify policy-driven elements that will be needed over
a long-term planning horizon, but without necessarily seeking to advance all needed
transmission in the initial year of comprehensive analysis (i.e., 2010). CAISO contends
that this look into the future of renewable development, beyond generation in the LGIP
Phase Il studies, will, consistent with proposed RTPP proposed tariff section 24.4.6.6,
enable policy-driven elements ultimately to supplant major LGIP network upgrades.

192. CAISO states that, generally, the least regrets analytical process is a series of
engineering sensitivity studies used to identify a common set of transmission elements
that are needed under the renewable scenarios most likely to occur. CAISO notes this
process will be used during each planning cycle. CAISO notes that parties raise some
concerns along those lines and offers to address the issues raised by these parties.
Accordingly, CAISO proposes to modify RTPP proposed tariff section 24.4.6.6 as
follows to reflect this common understanding and agreement as to its least regrets study
approach:

The CAISO will determine the need for, and identify such policy-driven
transmission upgrade or addition elements that efficiently and effectively meet
applicable policies under alternative resource location and integration
assumptions and scenarios, while mitigating the risk of stranded investment.
The CAISO will create a baseline scenario reflecting the assumptions about
resource locations that are most likely to occur and one or more reasonable
stress scenarios that will be compared to the baseline scenario. Any
transmission upgrade or addition elements that are included in the baseline
scenario and at least a significant percentage of the stress scenarios may be
Category 1 elements. Transmission upgrades or additions that are included in
the base case, but which are not included in any of the stress scenarios or are
included in an insignificant percentage of the stress scenarios, generally will
be Category 2 elements, unless the CAISO finds that sufficient analytic
justification exists to designate them as Category 1. In such cases, the ISO
will make public the analysis upon which it based its justification for
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designating such facilities as Category 1 rather than Cateqgory 2. In this

process, the CAISO may consider, but is not limited to, the following criteria:
152

193. Desert Southwest, PG&E, CalWEA, Green Energy, Pattern, San Francisco, and
SDG&E argue that CAISO’s tariff criteria are not clear and the least regrets concept is
ambiguous. Pattern states that the least regrets approach will reduce the number of public
policy projects that will be approved in the planning process and creates barriers for
independent developers that are not faced by incumbent transmission owners.

194. Asdiscussed in detail in the policy-driven elements section above, parties argue
that the proposed RTPP does not set forth the analysis CAISO will use to determine what
transmission elements are identified for inclusion in the comprehensive transmission
plan. Parties also raise concerns about CAISO’s discretion and potential for over-
building and stranded costs. Also as discussed above, parties request that the
Commission require CAISO to explain in its tariff, not Business Practice Manual, its least
regrets methodology, including how it will use its proposed criteria to evaluate its
transmission needs or the relative weight it will assign to each criterion. CalWEA and
Desert Southwest argue that CAISO should include the complete list of metrics that it
will use to identify the potential need for policy upgrades and specify the least regrets
modeling method and how it will apply them.™* Desert Southwest explains that a clear
standard for least regrets would provide developers with adequate notice and opportunity
to conform to the tariff’s requirements.

195. San Francisco argues that the continued uncertainty of the least regrets approach
underscores the need for limiting the approval of policy-driven projects to those projects
that fulfill state and federal laws and regulations. San Francisco contends that, absent the
limitations contained in the Commission’s Transmission NOPR, i.e., that the policy
underlying policy-driven elements be codified in laws and regulations, CAISO could get
out in front of state policy makers, committing the state to potentially billions of dollars
of new transmission projects that may not be needed.** San Francisco claims that, once
RTPP branches into the policy-driven category without definition or specific criteria,
CAISO risks wedding the state and its ratepayers to a strategy of transmission
development that is out of step with economic, environmental and political decisions

152 CAISO Post-Tech Conference Reply Comments at 7-8.

153 CalWEA Comments at 3; CalWEA Post-Tech Conference Reply Comments at
3; Desert Southwest Post-Tech Conference Initial Comments at 3-4.

>4 San Francisco Post-Tech Conference Reply Comments at 7.
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made to further other legal mandates. San Francisco claims that CAISO has not offered
sufficient justification to overcome these concerns.

Commission Determination

196. We find that CAISO’s proposed approach to determining the need for and
identifying policy-driven elements is just and reasonable, subject to modification. To
identify the most efficient and effective transmission upgrades and additions needed to
achieve policy objectives, CAISO must consider and evaluate a number of generation and
transmission development scenarios. Because there may be some uncertainty involved
with resource development scenarios, it is reasonable for CAISO to apply its proposed
criteria to mitigate the risk of overbuilding transmission. Consideration of commercial
interest in developing resources in a given geographic area, local regulatory authorities’
resource procurement directives, cost of alternative transmission and non-transmission
options and their overall effectiveness in integrating resources, and other proposed
screens are reasonable criteria to ensure the right infrastructure solutions with the least
risk of stranded investment are approved and developed. Therefore, we find CAISO’s
least regrets framework to be reasonable.

197. We are not persuaded by the arguments that the proposed criteria are not clear and
that the least regrets approach is ambiguous. However, as described above, we are
requiring CAISO to change “may” to “will” and remove “but is not limited to” with
regard to the criteria that CAISO proposed and should consider when determining needed
policy-driven elements. We are also not convinced that metrics or weights for the least
regrets criteria must be specified in the tariff. CAISO has defined a reasonable
framework for its analysis and identification of policy-driven elements. Further, the
scenario-based nature of the analysis requires that CAISO have some flexibility in the
implementation of the least regrets approach and in applying the criteria. In addition,
CAISO is required to conduct its transmission planning process in an open and
transparent manner, and stakeholders have many opportunities at the various stages of the
transmission planning process to review and comment on CAISO’s assumptions,
analysis, and study results. The openness and transparency requirements also apply to
the implementation of the least regrets approach. Therefore, stakeholders will be able to
clearly understand CAISO’s methodology and provide input on CAISO’s approach.
Given this open and transparent process, stakeholders will be able to participate in and
monitor the process to ensure that there is no undue discrimination and to take
appropriate action if there is any such behavior.

198. We also decline to adopt CalWEA’s recommendation to require CAISO to expand
its use of least regrets to apply a least regrets multi-scenario analysis to LGIP upgrades
and coordinate the associated cost responsibility for transmission upgrades. Because we
find CAISQO’s proposal to be just and reasonable, we need not consider alternative
approaches in this proceeding. However, we expect that CAISO will continue to improve
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its transmission planning process and encourage CAISO to consider proposals like
CalWEA'’s.

199. Inresponse to comments by PG&E and CalWEA, CAISO proposes to modify
RTPP proposed tariff section 24.4.6.6 to clarify how Category 1 and Category 2 upgrades
are delineated. We accept CAISO’s proposal and direct CAISO to include this revision
in a compliance filing within 30 days of issuance of this order.

D. Open Solicitation and Project Sponsor Selection

200. Atthe end of RTPP Phase 2, CAISO will present to its Governing Board its
comprehensive transmission plan, which will consist of all the needed transmission
addition and upgrade projects and elements that were identified throughout the Phase 1
and 2 processes. Upon the CAISO Governing Board’s approval of the plan, the final
comprehensive transmission plan will be posted to CAISO’s website. Phase 3 will begin
in the month following approval of the comprehensive plan and provide a period of at
least two months for interested project sponsors to submit specific transmission project
proposals to finance, own, and construct the transmission elements identified in the
comprehensive plan.'*®

201. At the end of the project submission period, CAISO will select projects and
approved project sponsors pursuant to the project sponsor qualifications and factors
described below. If only one project sponsor submits a proposal for a particular
transmission element and CAISO determines that the project sponsor is qualified to own
and construct the project, then the project sponsor must seek siting approval, and any
other necessary approvals, from the appropriate authority(s) within 60 days of CAISO
approval.**®

202. CAISO states that in cases where two or more qualified project sponsors propose
to build the same transmission element, CAISO will, upon request, facilitate an
opportunity for the competing project sponsors to collaborate with each other to propose
a single project to meet the transmission need. If the competing project sponsors are
unable to collaborate and are applying to the same siting authority, the competing project
sponsors must seek siting approval within 60 days and the ultimate approved project
sponsor will be determined by the siting authority. On the other hand, if the competing
project sponsors are applying to different siting authorities then each other, CAISO will
select the one approved project sponsor based on the criteria and factors set forth in the

155 See RTPP proposed tariff sections 24.4.10, 24.5.
58 RTPP proposed tariff section 24.5.2.2.
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RTPP. CAISO explains that it proposes minimum criteria in section 24.5.2.1,"" and
includes additional non-discriminatory criteria in section 24.5.2.4™® that it drew from
stakeholder input.

203. Notably, the project sponsor selection factors allow project sponsors to

demonstrate cost containment capability and other advantages they may have to build the
specific project, including any binding agreement to a cost cap that would preclude costs
above the cap from being recovered through the CAISO’s transmission access charge. ™

T RTPP proposed tariff section 24.5.2.1 (Project Sponsor Qualification) provides
that CAISO will evaluate project sponsor transmission element proposals to determine:
(a) whether the proposed project is consistent with needed transmission elements
identified in the comprehensive transmission plan; (b) whether the proposal satisfies
applicable reliability criteria and CAISO planning standards; and (c) whether the project
sponsor is physically, technically, and financially capable of (i) completing the project in
a timely and competent manner; and (ii) operating and maintaining the facilities.

158 RTPP proposed tariff section 24.5.2.4 (Project Sponsor Selection Factors)
provides the factors to be considered by CAISO when selecting a project sponsor from
competing proposals to build the same transmission element. The factors are:

(a) the current and expected capabilities of the Project Sponsor and its team to
finance, license, and construct the facility and operate and maintain it for the life
of the project; (b) the Project Sponsor's existing rights of way and substations that
would contribute to the project in question; (c) the experience of the Project
Sponsor and its team in acquiring rights of way, and the authority to acquire rights
of way by eminent domain, if necessary, that would facilitate approval and
construction; (d) the proposed schedule for development and completion of the
project and demonstrated ability to meet that schedule of the Project Sponsor and
its team; (e) the financial resources of the Project Sponsor and its team; (f) the
technical and engineering qualifications and experience of the Project Sponsor
and its team; (g) if applicable, the previous record regarding construction and
maintenance of transmission facilities, including facilities outside the CAISO
Controlled Grid of the Project Sponsor and its team; (h) demonstrated capability
to adhere to standardized construction, maintenance and operating practices;

(i) demonstrated ability to assume liability for major losses resulting from failure
of facilities; (j) demonstrated cost containment capability and other advantages
the Project Sponsor and its team may have to build the specific project, including
any binding agreement by the Project Sponsor and its team to accept a cost cap
that would preclude project costs above the cap from being recovered through the
CAISOQO's Transmission Access Charge.

9 RTPP proposed tariff section 24.5.2.4(j).
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1. Project Sponsor Selection Factors

204. Several parties support CAISO’s use of voluntary binding cost caps as a means to
control costs and many suggest applying cost cap comparison as a selection criterion
more broadly throughout the RTPP.*® However, PG&E and SoCal Edison request that
the Commission require CAISO to remove cost caps from the RTPP, stating that cost
caps are unreliable and have negative consequences on ultimate ratepayers, particularly if
the project sponsor changes or the project is abandoned.

205. Several protestors argue that the RTPP should include additional cost containment
measures and specific provisions that provide the public with access to CAISO’s cost
information.™®® In particular, these parties point to sections 24.4 and 24.5 as areas that
would benefit from the inclusion of criteria on increased cost containment principles, the
impact on the transmission access charge, and anticipated cost differences. Several of
these parties offer specific suggestions of additional criteria to use, including: linking
rate incentives with project cost containment, applying least-cost planning principles,
explicitly addressing economic savings, evaluating transmission access charges, and
using competitive bidding to balance costs and risk mitigation.

206. Concerning rate incentive treatment, several parties argue that a project sponsor’s
willingness to forgo rate incentives should be a stronger criterion in CAISO’s selection
between competing project sponsors.'®® San Francisco asserts that rate incentives should
not be applicable for any project CAISO identifies as a need because such facilities are
already guaranteed cost recovery. NCPA suggests considering if the current procedure,
in which multiple basis points are added to a transmission owner’s rate of return, is
necessary to incentivize transmission developers to build new facilities. NCPA also
contemplates linking return on equity incentives to actual performance, such as cost and
schedule benchmarks.

207. Six Cities argues that the Commission should not award PTOs transmission
incentives unless the projects are studied and approved through the RTPP. Pattern notes
that if a transmission owner seeks and obtains Commission abandoned cost recovery as a
rate incentive, that utility gains financial resources that enable it to upsize a proposed
modest network upgrade to address interconnection of other renewable resources. Pattern
warns that the incumbent transmission owner may have a competitive advantage funded

190 5ee, e.g., Bay Area, CMUA, NCPA, San Diego, Six Cities, and TANC.

161 5ee, e.g., Bay Area, CMUA, MRE/PE, NCPA, Pattern Transmission, San
Francisco, Six Cities, SWP, and TANC.

192 See, e.g., Bay Area, CMUA, NCPA, San Francisco, Six Cities, and TANC.
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by California ratepayers for projects evaluated in Phase 3 and open to competitive
solicitation.

208. SoCal Edison and PG&E raise concerns that if an approved project sponsor is
unable to adhere to its cost cap, it may abandon its project. SoCal Edison, therefore,
suggests that the cost cap criterion be removed from the RTPP. PG&E states that the
developer who acquires an abandoned project may have to do some tear-down and
rebuild to ensure reliability, as well as seek a new permitting request, which could result
in higher consumer costs, delays, and diminished reliability.*®

209. Metro Renewable Express LLC and Pony Express LLC (Metro Renewable) claim
that the proposed criteria are unjust and unreasonable because they do not consider the
ability to develop a transmission facility at the lowest cost.

210. Bay Area and WITG ask CAISO to confirm that rules concerning cost caps will be
applied fairly and equally to both independent and incumbent transmission developers.
Both parties additionally protest that CAISO does not include environmental
considerations in the RTTP selection criteria. San Francisco is concerned that CAISO’s
review does not include the requirements and implications of the California
Environmental Quality Act (CEQA). Therefore, San Francisco contends that CAISO
should delay its evaluation of competing project sponsors until after each siting authority
completes its review.

211. Pattern and PG&E oppose San Francisco’s request that CAISO delay its
evaluation of competing project sponsors until after each siting authority completes its
review. Both parties assert that such delay would waste time and resources, as well as
negatively impact costs. Pattern argues that because siting costs are more expensive than
participating in CAISQO’s selection process, the costs of abandoned projects will increase
if projects are required to first complete siting and regulatory review. Pattern explains
that such delay will put pressure on project sponsors to seek abandoned project cost
recovery as a transmission rate incentive. Pattern also asserts that project costs will
increase if project sponsors compete simultaneously for real estate, property leases, and
tax abatement arrangements. Pattern contends that there are two aspects of project costs
that should be considered in the competing project sponsor selection process. First,
Pattern argues that when comparing competing project proposals, it is logical to conclude
that the shorter of the proposed projects in terms of routing would cost less to construct
than the longer project. Second, Pattern asserts that a cost estimate done for a project
with supporting analysis should be considered more credible than a proposal lacking such
analysis.

183 pG&E Post-Tech Conference Initial Comments at 6.
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212. Western Grid and MRE/PE state that they disagree with CAISO’s proposal to only
allow incumbent PTO project sponsors to show that they could develop their projects at a
lower cost, and disagree with CAISO that allowing other sponsors to make their case
would provide an incentive for project sponsors to deliberately underestimate their costs.
Western Grid contends that under an open, transparent and nondiscriminatory process,
CAISO would have ample opportunity to require cost estimate justification from project
sponsors and incumbent PTOs.

213. CAISO asserts that although it included several suggestions from stakeholders in
the project sponsor selection factors, it chose not to specify rate incentives as one of the
cost criteria. CAISO explains that expressly adding such criteria to the tariff would
violate federal policy goals.’® CAISO reasons that the voluntary cost cap measures
incorporated in the RTPP are the best way to measure and contain costs. CAISO opposes
protestors’ suggestions to single out a project sponsor’s willingness to forego rate
incentives by giving this selection criterion a tariff-based advantage. CAISO argues that
adopting express criteria that address rate incentives could result in awarding projects to
higher-cost competitors, particularly if undue weight is given to rate incentive treatment.
Instead, CAISO asserts that return on equity is only one component of a project’s overall
cost; therefore, a project sponsor’s agreement to eliminate or reduce rate incentives will
not automatically result in the most cost-effective solution.

214. CAISO clarifies that cost caps will be used as an evaluation criterion when
deciding between two project sponsors that are otherwise comparatively equal. CAISO
notes that cost estimates provided by project sponsors are unreliable and easily
manipulated; thus, CAISO intends only to use cost comparison information based on
binding agreements.*® CAISO maintains that the selection criteria apply to all
developers alike. CAISO reiterates that the tariff does not adopt or impose cost caps, and
instead only applies when different sponsors submit competing projects to separate siting
authorities and voluntarily commit to a cap.

215. Regarding project abandonment risk, CAISO explains that it will not require
newly-selected project sponsors to involuntarily accept cost caps to which the previously-
selected project sponsor agreed. CAISO instead clarifies that it must approve the project

184 RTPP Filing at 67.

165 \We note, however, as discussed previously, that CAISO will provide its own
planning level cost estimates for each of the transmission elements that it finds are
needed and include these estimates in the comprehensive transmission plan. Such
CAISO-provided planning level cost estimates are different from potential project-
specific cost estimates provided by competing project sponsors.
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sponsor to which an abandoned project is assigned, and that it will consider this sponsor’s
willingness to abide by the cost cap as an evaluation factor. Otherwise, CAISO notes that
it will assign the project to a PTO covering the relevant service territory, or conduct a
second competitive solicitation process.

216. CAISO argues that it is not unjustly ignoring the cost savings of projects by
independent transmission developers. CAISO states that it is giving project sponsors an
opportunity to agree to cost caps, but CAISO states that anything less than such cost caps
would be unenforceable and unreliable.

217. In response to Pattern, CAISO reiterates that it is not appropriate or useful to use
planning level cost estimates for deciding between competing proposals to build the same
transmission element under Phase 3 of the RTPP. Instead, CAISO explains, planning
level cost estimates, which include consideration of the length of a potential transmission
line, are considered early in the RTPP process when CAISO is identifying the most cost-
effective transmission projects or elements to meet the needs of its system. CAISO states
that planning level costs cannot usefully distinguish between competing proposals during
Phase 3 because such proposals would be for essentially the same facility.'®

218. CAISO refutes San Francisco’s protest, stating that the RTPP does not impinge on
state siting authority. CAISO argues that even if it waited until all siting authorities
completed their reviews to choose between competing project sponsors that applied to
different siting authorities, the fundamental question of which project sponsor to approve
would remain. CAISO explains that there is no process in the state for choosing among
competing projects that are submitted to different siting authorities. Accordingly, CAISO
contends that it is appropriate for CAISO to make the decision in these limited
circumstances to determine the approved project sponsor. CAISO notes that in this
instance, the RTPP addresses competing project sponsors applying to different siting
authorities up front before multiple transmission developers spend significant time and
resources on duplicative efforts and a prolonged siting process.*®’

Commission Determination

219. We find CAISO’s proposed provisions for selecting project sponsors to be just and
reasonable, as modified below. CAISO’s open solicitation process allows all interested
developers to submit proposals and compete to sponsor any policy-driven or

166 CAISO Answer at 90-93.
167 CAISO Answer at 81-82.
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economically-driven transmission element in the approved comprehensive transmission
plan.

220. Specifically, we find that the project sponsor selection factors for choosing
between competing project sponsors are just and reasonable and not unduly
discriminatory or preferential. CAISO’s proposed criteria are aimed at ensuring that
project sponsors are qualified and have the capability to construct, operate, and maintain
the facilities. Given the long lead time to construct and bring transmission facilities on-
line, it is important that project sponsors have the ability to finance, license and
successfully construct transmission facilities in a timely manner so that policy goals
driving the need for such facilities can be met and to minimize the risk of abandoned
projects. Therefore, we accept CAISO’s proposed project sponsor selection criteria.

221. The RTPP proposal includes sufficient criteria and factors for determining project
sponsors and choosing between competing sponsors who submit qualified proposals to
build the same transmission element. Accordingly, we reject protestors’ broad requests
to modify these provisions further, particularly with regard to cost caps and estimates.
However, we remind CAISO that all of its selection criteria must be applied in a non-
discriminatory manner. While we note that some protestors request additional
information regarding cost comparison, we find that the proposal allows project sponsors
to demonstrate their individual advantages and qualifications appropriately.

222. We disagree with parties’ arguments that a project sponsor’s willingness to

forgo rate incentives should be a stronger criterion in CAISO’s selection between
competing project sponsors. Rate incentives are a component of the overall cost of a
project. We agree with CAISO that it is inappropriate to give more weight to one
component of cost containment and believe that a voluntary cost cap is a better measure
of cost containment. Furthermore, with regard to San Francisco’s assertion that rate
incentives should not be applicable for any project CAISO identifies as a need, we find
this to be beyond the scope of this proceeding. Whether or not the Commission grants
incentives to any particular project is determined on a case by case basis, and is therefore,
beyond the scope of this proceeding.

223. Inresponse to Western Grid and MRE/PE’s assertions that CAISO’s cost cap
provisions only apply to PTO project sponsors, we disagree. We note that an approved
project sponsor will become a PTO, if it is not already, once it turns over its network
facilities to CAISO; however, project sponsors need not already be PTOs to submit
proposals to build transmission elements. The RTPP proposed tariff provisions provide
for any competing project sponsor to demonstrate cost containment capability, which
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includes any binding agreement to a cost cap.'®® There are no such provisions specific to
PTOs, nor is there any opportunity for any project sponsor to submit merely a cost
estimate.

224. With regard to requests that cost estimates and analyses be considered when
deciding between competing proposals, we agree with CAISO when it states that it would
not be appropriate to incorporate criteria for selecting among competing project sponsors
based on the estimated costs of a project. Such criteria would provide an incentive for
project sponsors to deliberately underestimate their costs, and CAISO does not have the
authority to enforce compliance with project cost estimates.®® In addition, cost estimates
are considered early in the RTPP process when deciding which transmission elements
will most effectively (costs included) address the identified transmission needs.

2. Treatment of Independent Developers in Project Sponsor
Selection

225. DaysStar argues that CAISO should revise its tariff to include a specific procedure
for potential sponsors to appeal directly to the Commission when CAISO determines that
a project sponsor is not qualified, to prevent CAISO from unduly discriminating against
independent transmission developers.

226. DaysStar also requests that the Commission direct CAISO to amend the language
in RTPP proposed tariff section 24.5.2.1, regarding project sponsor qualification, to
replace the term “project sponsor” with “project sponsor and its team.” CAISO states
that it does not object to this requested change and notes that making this change will
make section 24.5.2.1 consistent with section 24.5.2.4.1™

227. Western Grid and MRE/PE contend that the project sponsor selection factors
contain specifications that favor incumbent developers, such as the financial resources,
technical and engineering qualifications, and previous records regarding construction and
maintenance of transmission facilities of the project sponsor and its team. MRE/PE states
that CAISQO’s proposed project sponsor selection criteria allow CAISO to exclude
independent transmission developers from constructing transmission projects because

158 RTPP proposed tariff section 24.5.2.4(j) (providing that a project sponsor may
demonstrate cost containment capability, including any binding agreement to accept a
cost cap that would preclude project costs above the cap from being recovered through
the transmission access charge).

19 RTPP Filing at 9.
170 CAISO Answer at 85.



Docket No. ER10-1401-000, et al. -72 -

they focus on a project sponsor’s similarity to incumbent utilities, not its ability to
accomplish a particular task.

228. Pattern argues that the project sponsor qualification criteria and selection factors
only apply to policy-driven and economically-driven projects. Pattern argues that this
constitutes discriminatorily inconsistent application of the qualification criteria because
PTOs are not subject to the same qualification criteria for other types of projects.

229. Nevada Hydro contends that CAISO uses its transmission planning process to
delay and hinder proposals made by independent companies (including Nevada Hydro)
due to a “two-caste” system that favors incumbent PTOs. Nevada Hydro also states that
when CAISO approves an incumbent-sponsored project, it eliminates the value of a
formerly competing independent project by reducing its benefits and increasing
independent developers’ costs. Nevada Hydro also alleges that CAISO and incumbent
developers repeatedly violate Commission rules and CAISQO’s tariff. Therefore, Nevada
Hydro requests that the Commission grant incentivized rates of return for independently-
sponsored projects, expedite the approval of projects that CAISO has not yet acted on,
and suspend its consideration of the RTPP until the Transmission NOPR is finalized.

230. CAISO states that Nevada Hydro has neither filed a complaint nor offered specific
facts to advance its arguments. CAISO asks the Commission to disregard Nevada
Hydro’s comments to the extent that they exceed this proceeding’s scope.

Commission Determination

231. We find the proposed RTPP criteria for project sponsor qualification and selection
to be just, reasonable and not unduly discriminatory or preferential, and reject arguments
that their application undermines competition between PTOs and independent
transmission developers. CAISO’s proposed RTPP provides new opportunities for
independent transmission developers to compete to build and own policy-driven and
economically-driven transmission elements. This feature of the RTPP significantly
enhances the opportunity for independent developers to participate in developing needed
infrastructure to achieve state and federal policy goals. Therefore, we find this aspect of
the RTPP to be just and reasonable and disagree with parties’ assertions that the proposed
project sponsor selection criteria undermines competition and excludes independent
developers. CAISO has proposed objective selection criteria aimed at ensuring the
project sponsor’s ability to carry a project through to completion and continue to
maintain and operate the facility once it is in service. The criteria do not exclude
independent developers; rather, they ensure that the developer is qualified. We direct
CAISO to apply the RTPP project sponsor qualification criteria in a non-discriminatory
manner.
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232. We find it unnecessary to grant DayStar’s request to require CAISO to include the
procedure for appealing disputes to the Commission. DayStar and others already have
rights to appeal directly to the Commission at any time through a complaint filed under
section 206 of the FPA,*"* and these rights need not be repeated in the tariff.

233. With regard to DayStar’s request to amend the language in RTPP proposed tariff
section 24.5.2.1 to replace the term “project sponsor” with “project sponsor and its team,”
we agree with DayStar and CAISO that making this change is reasonable and will
appropriately make RTPP proposed tariff section 24.5.2.1 consistent with section RTPP
proposed tariff section 24.5.2.4.*"% Therefore, we direct CAISO to make a compliance
filing within 30 days of issuance of this order to include that revision.

234. Western Grid and MRE/PE contend that the project sponsor selection factors
contain specifications that favor incumbent developers. We disagree. While all
transmission developers have different experience and qualifications to offer, we find that
the criteria provided under the RTPP are a reasonable balance for considering many
different factors and allowing all interested project sponsors to demonstrate their
individual abilities, experience, and assets.

235. Pattern appears to argue that CAISO’s proposed project sponsor qualification and
selection criteria for policy-driven and economically-driven projects are discriminatory
because they do not also apply to other categories of projects. We are not persuaded by
Pattern’s argument. Pattern has not provided sufficient legal justification to require us to
find that the project sponsor qualification and selection criteria for policy-driven and
economically-driven elements also must apply to other categories of projects.

236. Nevada Hydro complains that CAISQO’s transmission planning process delays and
hinders independent transmission developer proposals and that CAISO has not properly
processed a transmission proposal submitted by Nevada Hydro. Nevada Hydro also
alleges that CAISO and incumbent utilities repeatedly violated the Commission’s rules.
Nevada Hydro’s allegations about violations of the Commission’s rules or about
CAISO?’s failure to follow its tariff are beyond the scope of this proceeding. Such
allegations can be brought to the Commission through an FPA section 206 complaint
proceeding. Nevada Hydro’s complaints and request for incentive rates for
independently-sponsored projects are additionally outside the scope of this proceeding.

116 U.S.C. § 824¢ (2006).
172 CAISO Answer at 85.
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3. CAISO’s Authority to Choose Between Competing
Project Sponsors

237. Nevada Hydro and San Francisco oppose CAISO having decisional authority to
choose between competing project sponsors when two proposals to build the same
transmission element are submitted to different siting authorities. Both parties generally
argue that CAISO lacks the necessary expertise to be the decisional authority. Nevada
Hydro specifically points to CPUC as the appropriate judge in this matter; however, San
Francisco states that the Public Resources Code assigns this authority to the Governor of
California’s Office of Planning and Research.

238. CPUC supports CAISO having decisional authority to choose between competing
project sponsors who submit proposals to different permitting authorities. CPUC asserts
that CAISO should base its decision on pre-defined, objective criteria and information
requirements, as well as prepare transparent procedures, timelines, and a final report
detailing the ultimate basis for decision.

239. Inresponse to Nevada Hydro’s protest, CAISO agrees that while it does not
possess the authority to determine who can build transmission facilities connected to the
CAISO-controlled grid, the RTPP does not attempt to grant such authority. CAISO
clarifies that instead, the RTPP provides it with the authority to determine which projects
are included in the CAISO transmission plan and, accordingly, are eligible for cost
recovery through the CAISO transmission access charge. CAISO explains that Nevada
Hydro is free to build any project that a siting authority approves, as well as interconnect
with the CAISO-controlled grid; however, CAISO maintains the authority to decide
whether to include Nevada Hydro’s facility in its transmission plan or grant cost recovery
through its transmission access charge.

Commission Determination

240. We deny protestors’ requests and find that CAISO’s proposal to serve as the
authority to decide between project sponsors who submit competing proposals to
different siting authorities is just, reasonable, and not unduly discriminatory or
preferential. The situations in which CAISO would utilize the tie-breaking authority it
proposes in the RTPP are limited, and apply only in cases where the two project sponsors
are not applying to the same siting authority and cannot agree to collaborate. We note
that the RTPP does not grant CAISO the authority to determine who can build
transmission facilities connected to the CAISO-controlled grid. That authority rests
solely with the relevant jurisdictional agency. Rather, the RTPP provides CAISO the
authority to determine which projects are included in the transmission plan and are
accordingly eligible for cost recovery through the transmission access charge. If a project
sponsor believes it has been discriminated against by CAISO in the determination
process, it is free to bring a complaint to the Commission.
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4. Time to Seek Siting Authority

241. Green Energy notes that the RTPP project sponsor selection process requires
project sponsors to seek siting approval within 60 days of being approved by CAISO or
CAISO determining that two competing projects are qualified and in the process of
applying to the same siting authority.'”® Green Energy argues that it may take more than
60 days to prepare and submit complete applications for siting approvals. Green Energy
contends that 120 days would be a more reasonable deadline. CAISO states that it does
not object to this change if the Commission finds it to be appropriate.*™

Commission Determination

242. With regard to Green Energy’s request that project sponsors be allowed 120 days
rather than 60 days to seek siting approval, we find this to be reasonable and note that
CAISO does not object to this change.'”®> We find that the extended deadline will
increase the likelihood that approved project sponsors have sufficient time to submit
complete applications for siting authorizations. Therefore, we direct CAISO to make a
compliance filing within 30 days of issuance of this order to revise RTPP proposed
sections 24.5.2.2 and 24.5.2.3 accordingly.

5. Project Abandonment Risk

243. SoCal Edison and PG&E both discuss using demonstrations of creditworthiness or
sufficient security to ensure that third party project sponsors will not back out of projects.
PG&E states that at least initially, non-incumbent transmission developers have no legal
obligations to customers, the incumbent PTO, or CAISO, to construct, operate, and
maintain a selected transmission project. Both SoCal Edison and PG&E support further
examination of approaches to adequately protect customers from the risks associated with
project abandonment by independent developers. SoCal Edison states that such an
approach would need to ensure that reliability can be maintained and costs controlled if a
PTO must step in to complete a project on a compressed timeline. Both SoCal Edison
and PG&E suggest requiring independent developers to post security to protect customers
from these risks. Similarly, CalWEA recommends requiring winners to post letters of
credit equal to the difference between their cost proposals and those of the incumbent
transmission owners, if the winner is not an incumbent transmission owner.

173 Citing RTPP proposed tariff sections 24.5.2.2 and 24.5.2.3.
% CAISO Answer at 109.
7> CAISO Answer at 109.
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244. Responding to PG&E’s and SoCal Edison’s concerns, CAISO notes that section
24.1.1(a) of its existing tariff already imposes credit requirements on project sponsors
proposing to construct merchant transmission facilities. CAISO suggests that the
Commission could approve similar tariff language for project sponsors selected through
the RTPP. Alternatively, CAISO suggests that the Commission could require it to adapt
the credit requirements applicable to market participants or interconnection customers,
and make those applicable to transmission project sponsors. CAISO states that it is
amenable to making such tariff changes in a compliance filing.!"®

245. Pattern disputes SoCal Edison’s and PG&E’s claim that independent transmission
developers pose a greater risk of abandonment than incumbent transmission owners.
Pattern recommends that all transmission developers’ proposals be reviewed in part based
on how they propose to shield customers from project development and construction
risks.

Commission Determination

246. We decline to adopt a different treatment for PTOs and non-PTOs regarding credit
requirements in this context because it may be unduly discriminatory. The project
sponsor qualifications in RTPP proposed tariff section 24.5.2.1, which we accept in this
order, include the requirement that the project sponsor have the financial capability to
complete the project in a timely and competent manner. Therefore, CAISO has the
ability to assess the financial capability of the project sponsors and the project sponsor
has the option to post financial security to demonstrate its ability to complete the project.
To the extent CAISO considers that the tariff provisions concerning the financial
capability of project sponsors need to be expanded or made more specific, CAISO should
first vet any proposal through its stakeholder process, before filing any resultant proposed
tariff revisions with the Commission.

247. While SoCal Edison is concerned about its potential obligation to build abandoned
projects,’” we find this issue premature because the RTPP contemplates that abandoned
projects may be subject to a second open solicitation process to identify a new project
sponsor.'” Further, the existing tariff already provides such an obligation.*”

176 CAISO Post-Tech Conference Reply Comments at 45-46.
177 See SoCal Edison Protest at 3-5.
1% RTPP proposed tariff section 24.6.

1% Compare RTPP proposed tariff section 24.6 with CAISO existing tariff section
24.2.4.2.
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E. Independent Evaluator

248. Inthe RTPP Filing, CAISO does not propose to retain a third-party evaluator to
assist in the evaluation and selection of project proposals. CAISO argues that an
independent evaluator is unnecessary because the Commission has found that CAISO
meets the independence requirements of Order No. 888 and has no financial ties to
project sponsors.'*® CAISO also notes that in Order No. 2000 the Commission
determined that regional transmission organizations are ultimately responsible for
transmission planning and expansion within their regions.*®" If parties believe that
CAISO has violated its tariff, CAISO suggests that they initiate dispute resolution
proceedings or file a complaint with the Commission. CAISO also points out that state
planning authorities make the ultimate decision regarding certificates of public
convenience and necessity and siting approval.

249. Pattern and WITG argue that a third-party evaluator will add transparency to the
planning process and benefit all stakeholders. Both point to CAISO’s representative’s
willingness to consider the use of an expert consultant to assist with the review and
evaluation of policy-driven and economically-driven elements. Therefore, Pattern and
WITG ask the Commission to direct CAISO to employ an independent evaluator
throughout the RTPP.

250. San Diego supports CAISQO’s decision to work with an expert consultant for the
evaluation and selection of project sponsors who propose to build the same transmission
element. However, San Diego opposes the use of an additional, independent evaluator to
ensure the RTPP’s independence and transparency as other protestors suggest. San
Diego argues that CAISO is an independent entity and already possesses the requisite
authority and expertise to assess project proposals under the RTPP.

251. CAISO clarifies that it will employ an expert consultant to assist with the
evaluation and selection of approved project sponsors when more than one proposal is
received to build the same transmission element. CAISO explains that it will retain an
expert consultant to assist in this Phase 3 process to assess transmission needs to meet the
33 percent RPS requirement.

180 RTPP Filing at 65 (citing Cal. Indep. Sys. Operator Corp., 112 FERC { 61,010
at P 1, 32 (the Commission also found that CAISO meets the independence requirements
of Order No. 2000)).

181 RTPP Filing at 65 (citing Order No. 2000, FERC Stats. and Regs. ] 31,089 at
31,164).
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252. However, CAISO disagrees with protestors that it should employ a third-party
evaluator throughout the RTPP. CAISO reiterates that because it does not hold financial
interest in any of the proposed projects, an independent evaluator is unnecessary. CAISO
notes that section 5.6.4 of its Business Practice Manual requires it to post a report
detailing the selection of approved economic and policy project sponsors that participated
in open solicitation. CAISO adds that all of the assumptions and studies underlying its
transmission-needs determinations will be publicly available.

253. CAISO explains that all parties will have access to the information needed to file a
complaint with the Commission or initiate dispute resolution proceedings if a tariff
violation occurs. CAISO also notes that, in Order No. 890, the Commission expressly
declined to impose a requirement for an independent evaluator in the planning process
and that its current planning process is Order No. 890-compliant.*®?

Commission Determination

254. We support CAISO’s clarification and decision to employ an expert consultant to
assist with the evaluation and selection of approved project sponsors when more than one
proposal is received to build the same transmission element. Although Order No. 890
does not require the use of an independent third-party evaluator,'*® we support the use of
one in circumstances such as these, where CAISO feels that it would benefit from
additional expertise as well as circumvent any allegations of discriminatory selections.
We direct CAISO to submit a compliance filing within 30 days of issuance of this order
to include tariff language identifying the circumstances in which the expert consultant
will be used, as described above.

255.  We do not agree that CAISO needs to employ a third-party evaluator throughout
all stages of the planning process. As noted above, in Order No. 890, the Commission
did not require the use of an independent third-party evaluator.'® CAISO’s tariff,
including the RTPP proposed tariff revisions that we conditionally accept herein, is open
and transparent and contains meaningful coordination and dispute resolution provisions.
We find these provide sufficient safeguards to enable customers to identify and raise
concerns regarding CAISO’s role as a decision-making authority. Furthermore, if parties
find these measures insufficient, they can file a complaint with the Commission under
section 206 of the FPA, or seek to initiate dispute resolution procedures.

182 CAISO Post-Tech Conference Initial Comments at 44 (citing Order No. 890,
FERC Stats. & Regs. 131,241 at P 567).

183 Order No. 890, FERC Stats. & Regs. { 31,241 at P 567.
184 1d. at P 567-568.
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F. Treatment of 2008 and 2009 Pending Project Submissions

256. CAISO plans to hold an open solicitation for all interested project sponsors to
propose to construct and own the policy-driven and economically-driven elements
indentified in the RTPP. In the event that CAISO finds that a project submitted during
the 2008 or 2009 request windows meets a Category 1 policy-driven or economically-
driven transmission need, the original project sponsor who proposed the project will have
the right to construct and own the element, provided that the sponsor meets the criteria in
RTPP proposed tariff section 24.5.2.1(c).*®® For the 2010/2011 planning cycle, CAISO
plans to conduct economic analyses on the 2008/2009 request window submissions and
suspend requests for additional economic studies during that period. Based on the study
results, CAISO will identify economically-driven elements that reflect the optimal
additions and upgrades to mitigate congestion and other economic needs within the
context of the comprehensive plan. CAISO plans to use these studies as the basis for
evaluating the economically-driven project proposals submitted during the 2008/2009
request window. The final comprehensive plan, including all economically-driven
transmission elements, is then subject to the Board of Governors’ approval.

257. CPUC, Green Energy, and PG&E support CAISO’s proposal to give 2008/2009
request window project sponsors the right to develop their proposals to the extent that
they correspond to RTPP-identified needs and meet technical qualification criteria.
However, several parties contend that CAISO should evaluate the pending 2008/2009
request window submissions under the existing tariff procedures instead. In addition,
some of the protestors suggest that CAISO expedite the 2008/2009 request window
projects and include them in the baseline case for the Phase 1 process.

258. Protestors generally argue that the RTPP places the 2008/2009 request window
proposals at a disadvantage, particularly because of the potential for “copy cat” projects
that would deny the original project sponsors the rights to build their proposals.*®®
Pattern and LS Power are concerned with CAISO’s decision to publicly disclose the 2008
request window projects prior to the 2009 request window. They fear that others may
emulate or propose similar projects unfairly building on their efforts. Pattern suggests
that CAISO should be directed to explicitly incorporate a “first in time” provision in the

185 RTPP proposed tariff section 24.4.6.8, Projects Submitted in Prior Request
Windows.

186 See, e.g., Desert Southwest Protest; Nevada Hydro Post-Tech Conference
Initial Comments; DayStar Post-Tech Conference Initial Comments; WITG Post-Tech
Conference Initial Comments; Pattern Post-Tech Conference Reply Comments; Green
Energy Petition; LS Power Post-Tech Conference Initial Comments.
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RTPP so that 2008 request window proposals are evaluated before the 2009 request
window submissions, consistent with Version 2.0 of CAISO’s Business Practice Manual.

259. Desert Southwest argues that requiring 2008/2009 request window projects
sponsors to adhere to the new RTPP requirements will jeopardize the development of
their projects, increase costs, and prevent developers from acquiring ARRA loans. For
this reason, Desert Southwest asks the Commission to exempt 2008/2009 project
sponsors from the RTPP provisions so that they can meet the September 2011 ARRA
deadline. Nevada Hydro similarly objects to requiring re-submitting request window
proposals, arguing that such actions demonstrate CAISO’s intention to exclude
independent developers from the RTPP.

260. On the other hand, Six Cities opposes these protestors’ concerns, and argues that
even though 2008/2009 request window project sponsors had a reasonable expectation
that CAISO would review their projects during that timeframe, they were not guaranteed
CAISO approval. Further, Six Cities argues that these specific projects cannot be acted
on because such action would contradict open and transparent planning policy that occurs
on a regional level.

261. DayStar requests that the Commission require CAISO to add tariff language to
address the situation in which a Category 2 policy-driven project is reclassified, or a
substantially similar project is classified, as Category 1. Specifically, DayStar requests
the addition of tariff language clarifying that the original project sponsor retains the right
to construct and own the transmission element. PG&E opposes this modification, and
suggests that such tariff language would provide an on-going preference for previously
submitted projects as opposed to a one-time accommodation. PG&E asserts that the
purpose of the RTPP is to first identify project needs, then select project sponsors.

262. Last, Green Energy argues that 2008/2009 project sponsors should retain the right
to build their proposals for five planning cycles beginning in the 2010/2011 planning
year. Green Energy asserts that if rights to build are universally eliminated, particularly
regarding LGIP network upgrades, then CAISO should remove request window rights to
build as well and open all transmission projects to competition.

263. CAISO agrees with DayStar’s suggestion to clarify the tariff language to explain
that, if a Category 2 project is reclassified, or a substantially identical project is classified,
as Category 1, then the original project sponsor who proposed the project in the
2008/2009 request window will have the right to build and own the transmission
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element.*®” CAISO states that it does not object to this modification because it is
consistent with its general proposal.

264. In response to protests, CAISO points to existing tariff section 24.1.1(b), which
requires it to “consider the comparative costs and benefits of viable alternatives” to the
proposed project. CAISO states that this language allows for alternative projects to be
submitted in a subsequent request window, as well as for CAISO to propose alternative
economic transmission projects during the planning process. CAISO also responds to LS
Power and Patterns’ protests, which reference provisions in the Business Practice Manual
that could give project proponents first-in-time rights. CAISO states that its tariff and
Business Practice Manual provisions do not require its management to approve non-
reliability projects during the same planning cycle in which they were submitted, and are
devoid of any reference to such a prioritization.

265. CAISO disagrees with Desert Southwest’s assertion regarding ARRA funding
deadlines. CAISO argues that its proposal does not unfairly penalize 2008/2009 request
window projects that seek ARRA funds; instead, CAISO states that Desert Southwest’s
difficulties are self-made. CAISO explains that Desert Southwest should have waited for
its determination before seeking siting and permitting authorization, a practice
transmission developers usually follow.

266. CAISO also opposes Green Energy’s proposal to assign 2008/2009 project
sponsors rights to build for five planning cycles beginning in 2010/2011. CAISO states
that it already provides special treatment for these projects and notes that the current tariff
does not provide for repeated review once CAISO determines that a project is not
necessary. CAISO asserts that such a “first in time” priority for any period beyond the
time in which the project is reviewed is inconsistent with the RTPP’s fundamental design.

Commission Determination

267. We reject protestors’ requests to require CAISO to evaluate 2008/2009 request
window proposals under the existing tariff and exempt those project sponsors from
meeting the RTPP requirements. We find that such a requirement would undermine the
goals of RTPP, which include development of a comprehensive transmission plan, rather
than a project-by-project analysis, as under the existing tariff. However, we find
CAISQO’s plan to evaluate the 2008/2009 request window proposals during RTPP Phase 2
and subsequently have the ability to assign the original project sponsor the right to build
their proposal if it fits an identified need in the comprehensive transmission plan to be
appropriate. This provision recognizes projects that were submitted prior to RTPP

187 CAISO Answer at 50-51.
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implementation, while preserving the comprehensive transmission planning benefits of
the RTPP.

268. Moreover, we also agree with protestors that CAISO should apply the “first-in-
time” principle when considering the 2008 and 2009 request window proposals during
RTPP Phase 2. We agree that 2008 project sponsors reasonably expected their proposals
to be evaluated on a “first-in-time” basis to the extent their proposals were to compete
with projects proposed in a subsequent year. Consequently, we find it reasonable to
protect the expectation of originating investors from being displaced by similar, later
proposals. Accordingly, we direct CAISO to revise the RTTP proposed tariff language to
give priority to 2008 request window proposals before those submitted in 2009, to the
extent that a 2008 and a 2009 project proposal both meet the needs of the same
transmission element identified in RTPP Phase 2. CAISO is hereby directed to make a
compliance filing to implement this finding within 30 days of issuance of this order.

269. CAISO agrees with DayStar’s suggestion to clarify the RTPP tariff language in
proposed section 24.4.6.8 to explain that, if a Category 2 project is reclassified, or a
substantially identical project is classified, as Category 1, then the original project
sponsor who proposed the project in the 2008/2009 request window will have the right to
build and own the transmission element.*® We also agree with this clarification and,
accordingly, direct CAISO to make a compliance filing within 30 days of issuance of this
order to incorporate such tariff language into the RTPP. We find this revision is
consistent with the foundation of RTPP proposed tariff section 24.4.6.8, which is to
provide pending 2008/2009 projects an opportunity to meet Category 1 policy-driven and
economically-driven needs in the 2010/2011 planning cycle. PG&E opposes this
modification, and suggests that such tariff language would provide an on-going
preference for previously submitted projects as opposed to a one-time accommaodation.
However, we expect that this additional provision would only be applied to the
2010/2011 planning cycle, consistent with RTPP proposed tariff section 24.4.6.8. Thus,
PG&E’s concern that such preference would be on-going is incorrect.

270. We reject Green Energy’s proposal to assign 2008/2009 project sponsors rights to
build for five planning cycles beginning in 2010/2011. As CAISO explains, the current
tariff does not provide for repeated review once CAISO determines that a project is not
necessary. As discussed above, we will allow 2008/2009 project sponsors to have a
priority for the 2010/2011 planning cycle, as this recognizes the transition between the
current transmission planning process and pending 2008/2009 submissions and the RTPP
approved herein. Any priority beyond the first planning cycle of the RTPP, 2010/2011, is
inappropriate because it would be inconsistent with the RTPP’s fundamental design.

18 CAISO Answer at 50-51.
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G. Jointly-Owned Transmission Projects

271. CAISO does not make substantive changes to its policy regarding jointly-owned
transmission facilities in the revised tariff; however, the tariff contemplates joint
ownership in parts of section 24. CAISO does not add express tariff language on this
matter; however, CAISO states that it intends to facilitate the collaboration of joint
projects after the conclusion of Phase 2. In addition, CAISO clarifies that there are
numerous opportunities for joint planning throughout the revised process.

272. CMUA, Imperial, SMUD, and TANC express concern regarding jointly-owned
transmission lines developed by independent developers and PTOs. Furthermore, these
parties contend that proposed section 24.15.1 could be interpreted to mean that all
transmission lines in which a PTO is one of the joint owners must be within CAISO’s
balancing authority area, or physically operated and maintained by the PTO. Thus,
parties recommend that CAISO modify this tariff section to expressly state that non-
PTOs are not required to transfer their portion of jointly-owned transmission to CAISO’s
operational control or balancing authority area. In addition, TANC suggests that CAISO
modify additional provisions in RTPP proposed tariff section 24 to further clarify that
certain provisions do not apply to non-PTOs that own portions of a jointly-owned line,
and that the relevant cost responsibility provisions only apply to the portions of jointly-
owned transmission that are turned over to the operational control of CAISO. These
parties generally contend that such modifications will facilitate regional planning efforts
and provide greater certainty for the development of jointly-owned transmission.

273. Inresponse to comments, CAISO states that it does not interpret either current or
revised tariff language to require non-participating transmission owners to turn over
operational control of their facilities to CAISO or join CAISO’s balancing authority area.
Nevertheless, CAISO is willing to make the proposed revisions to the applicable
provisions of RTPP proposed tariff section 24 to reflect current practices in a compliance
filing if directed by the Commission.®

Commission Determination

274. We agree with parties that CAISO should clarify language in RTPP proposed tariff
section 24 concerning jointly-owned transmission facilities. Therefore, we direct CAISO
to make a compliance filing within 30 days of issuance of this order to revise the sections
requested by CMUA, Imperial, SMUD, and TANC to clarify that non-PTOs who own
portions of jointly-owned transmission facilities are not required to join the CAISO
balancing authority area or turn over operational control of their facilities to CAISO.

189 CAISO Answer at 107-108.
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However, there may be some circumstances in which non-PTOs may be willing to hand
over operational control of their facilities to CAISO or join its balancing authority area,
and thus the tariff language should allow for that possibility.

H. Out-of-State Transmission Projects

275. Neither CAISO’s proposed tariff revisions nor transmittal letter expressly
addresses the treatment of out-of-state transmission projects; however, CAISO does
mention such projects in RTPP proposed tariff section 24.4.4. In this section, CAISO
states that after it posts the initial draft of its conceptual statewide plan, parties will be
able to submit comments and modifications. This includes comments on “potential
interstate transmission lines and proposals for access to resources located in areas not
identified in the conceptual statewide transmission plan.”

276. LS Power argues that the RTPP is unclear regarding the evaluation and treatment
of out-of-state transmission projects, even though CAISO has already approved a PTO-
sponsored interstate project as an economic project. LS Power states that at the technical
conference, a CAISO representative mentioned that out-of-state transmission projects
found to economically deliver renewables to the CAISO grid will be eligible for cost
recovery through the transmission access charge. Therefore, LS Power asks the
Commission to require CAISO to incorporate this clarification into the Tariff.

277. CAISO does not support LS Power’s request to expressly include out-of-state
projects in its description of policy-driven or economically-driven elements. CAISO
states that such proposals are specifically addressed in RTPP proposed tariff section

24.4.4 and do not necessitate further clarification.

Commission Determination

278. We deny LS Power’s request and find that RTPP proposed tariff section 24.4.4
sufficiently addresses out-of-state transmission projects. RTPP proposed tariff section
24.4.4 provides “an opportunity for interested parties to submit comments and
recommend modifications to the conceptual statewide transmission plan and alternative
transmission elements, including potential interstate transmission lines” during Phase 1 of
the RTPP.*® We find this approach reasonable. Accordingly, we accept RTPP proposed
tariff section 24.4.4.

19 RTPP proposed tariff section 24.4.4 (Comment Period of Conceptual Statewide
Plan).
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279. Inresponse to LS Power’s comments that out-of-state transmission projects found
to economically deliver renewables to the CAISO grid should be eligible for cost
recovery through the transmission access charge, we find that provisions regarding cost
recovery already exist in CAISO’s tariff. Such provisions require that network facilities
be turned over to CAISQO’s operational control and provide for what types of facilities are
recoverable through the transmission access charge.

l. Cost Allocation for Policy-Driven Elements

280. CAISO states that the proposed RTPP does not change the cost allocation of
reliability projects and economically-driven elements approved by CAISO. To the extent
policy-driven elements are included in the approved comprehensive transmission plan,
CAISO states that the costs of such projects will be allocated through CAISQO’s
transmission access charge like reliability projects and economically-driven elements.

281. Several parties express concerns about the cost allocation for policy-driven
elements.®* San Francisco complains that CAISO has not provided any justification for
proposing to allocate the cost of policy-driven elements through the transmission access
charge. San Francisco claims that the policy-driven elements category shifts costs from
generators to ratepayers and increases the potential for stranded costs. San Francisco
asks the Commission to require CAISO to conduct a stakeholder process to analyze these
cost allocation issues at the same level of detail as occurred for the LCRI category.®

282. As discussed previously, in the Policy-Driven Elements section, San Francisco
asks the Commission to require CAISO to develop a distinct cost allocation methodology
commensurate with the costs and benefits associated with policy-driven elements and
impose a cost cap similar to the cap on LCRI facilities.

283. CalWEA asks that CAISO clarify that the PTO, not the generator, will be
responsible for financing policy-driven elements. CalWEA believes that this requirement
will remove commercial uncertainty and thus reduce associated construction delays.

284. Inresponse to concerns raised by San Francisco, CAISO states that there can only
be a state or federal directive or requirement necessitating a policy-driven element if a
legislative or executive authority has decided that it is in the public interest to implement
such a policy goal. CAISO contends that the RTPP proposal addresses protestors’
concerns by providing in RTPP proposed tariff section 24.4.6.6 that CAISO will consider

91 See, e.g., Bay Area, CalWEA, SWP, and San Francisco.

192 San Francisco Protest at n.9 (citing LCRI Declaratory Order, 119 FERC {
61,061).
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planning level cost estimates in evaluating the need for policy-driven elements as
compared to alternative transmission elements, as well as other additions or upgrades and
non-transmission alternatives. CAISO argues that this approach will enable it to identify
cost-effective alternatives. Therefore, CAISO argues that there is no need for a separate
cost allocation mechanism for policy-driven elements.

285. CAISO states that San Francisco does not enunciate any reasons why the costs of
policy-driven elements should be allocated any differently than the costs of reliability
projects, economically-driven elements, and facilities designed to maintain the feasibility
of long-term CRRs. CAISO also contends that imposing a cost cap for policy-driven
elements could result in a scenario where more transmission is needed to meet a specific
policy goal but cannot be approved because of a cost cap.

Commission Determination

286. We agree with CAISO that there is no need for a separate cost allocation
mechanism for policy-driven elements. Policy-driven elements merit the same cost
allocation treatment as reliability projects and economically-driven elements because,
like these network facilities, policy-driven elements are integrated into the grid and inure
to the benefit of all customers.

287. We also find that the proposed RTPP tariff provisions include appropriate
safeguards to ensure that costs that are flowed through to customers via the transmission
access charge will be just and reasonable. RTPP proposed tariff section 24.4.6.6, as
modified, provides criteria that CAISO will consider in order to determine the need for
policy-driven elements that efficiently and effectively meet applicable policies, while
mitigating the risk of stranded investment, as discussed previously. The criteria, along
with CAISO's commitment in the RTPP proposed tariff language to mitigate the risk of
stranded investment, will protect customers from paying excessive costs for policy-driven
elements through the transmission access charge. We note, however, that, as discussed
above, CAISO is directed to revise RTPP proposed tariff section 24.4.6.6 to change
“may” to “will” and remove “but is not limited to” with regard to the criteria it will
consider. With these changes, CAISO will be required to consider the cost of alternatives
to a potential policy-driven element, as that is a listed criterion.

288. We agree with CAISO that a cost cap should not be imposed on policy-driven
elements. The purpose of the policy-driven category of transmission elements is to assist
CAISO in meeting federal and state policy objectives that may not be consistent with
purely economic interests or reliability needs. Therefore, as CAISO notes, policy-driven
elements may not be built if a cost cap is imposed upon project developers. Accordingly,
we find that CAISO’s proposal to recover the cost of policy-driven elements through the
transmission access charge is reasonable, subject to modification of RTPP proposed tariff
section 24.4.6.6, as discussed above.
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J. Reqgional Planning

289. CAISO states that its proposed tariff revisions do not amend the existing
provisions for sub-regional and regional planning involvement that the Commission has
already approved. CAISO contends that the new provisions in RTPP proposed tariff
section 24.4.4 further enhance and fulfill Order No. 890°s requirements. This new
section provides that CAISO may coordinate Phase 1 development with regional and sub-
regional planning groups and neighboring balancing authorities. CAISO contends that
the proposed language provides flexibility to allow for collaboration with many planning
groups. CAISO argues that if it were to specify in the tariff particular groups with which
it collaborates during Phase 1, it would constantly have to submit tariff amendments to
add and delete entities. CAISO contends that such a process is neither productive nor
necessary, as these groups are inputs into the planning process, not rates or terms and
conditions of service.

290. Several parties ask the Commission to require CAISO to coordinate with regional
and sub-regional transmission planning groups or entities when developing CAISO’s
conceptual statewide plan by revising the language in RTPP proposed tariff section
24.4.4.% These protestors argue that the current language allows CAISO to unilaterally
develop CAISQO’s conceptual statewide plan without collaborating with neighboring
planning groups.’® These protestors contend that the use of “or” in the section’s first
sentence gives CAISO the ability to opt out of regional planning, making such
coordination non-binding.**

291. SMUD asks for additional information from CAISO regarding information
coordination, the scope of data sharing, and the treatment of potential confidentiality
issues. SMUD requests that CAISO clarify that its information collection will be a
cooperative endeavor, used strictly for planning, and confirm that it will account for
appropriate confidentiality limitations on potentially market-sensitive information.

292. Large-Scale Solar asserts that the RTPP should encourage the export and import of
renewable power, and provide for a reliable and least-cost renewable energy supply.*®°
Large-Scale Solar contends that the proposal does not adequately address the sharing of
data, information and assumptions. Large-Scale Solar states that CAISO should address

193 See, e.g., Bay Area, CMUA, Imperial, SMUD, and TANC.
194

Id.
195 Id

19 | arge-Scale Solar Protest at 5-6.
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the unique need for the coordinated implementation of renewable energy zones by taking
an interregional planning approach.

293. CAISO argues that the protestors’ suggestions exceed the requirements of Order
No. 890, as its proposal adequately provides for regional and sub-regional coordination
and planning. CAISO points to several proposed tariff sections and Business Practice
Manual provisions that support its argument that the RTPP is sufficiently open and
transparent. Therefore, CAISO contends that layering additional requirements onto its
planning process is unwarranted. CAISO states that the Commission lacks the authority
to direct the form that a public utility’s regional coordination must take, citing a D.C.
Circuit Court ruling.™ CAISO also dismisses Large-Scale Solar’s suggestion as
misguided. CAISO contends that Large-Scale Solar’s suggested tariff modifications are
unnecessary because CAISO posts its planning studies on-line and has sufficient
information exchange policies in place.'®®

Commission Determination

294. In Order No. 890, the Commission reformed the pro forma open access
transmission tariff (OATT) to clarify and expand the obligations of transmission
providers to ensure that transmission service is provided on a non-discriminatory basis.
One of the Commission’s primary reforms was designed to address the lack of specificity
regarding how customers and other stakeholders should be treated in the transmission
planning process. To remedy the potential for undue discrimination in planning
activities, the Commission directed all transmission providers to develop a transmission
planning process that satisfies nine principles and to clearly describe that process in a
new attachment to their OATT.

295. The nine planning principles each transmission provider was directed by Order
No. 890 to address in its transmission planning process attachment are: 1) coordination;
2) openness; 3) transparency; 4) information exchange; 5) comparability;“* 6) dispute

197 Atlantic City Elec. Co., v. FERC, 295 F.3d 1, 353 (D.C. Cir. 2002).
198 CAISO Answer at 20.

1%90rder No. 890, FERC Stats. & Regs. ] 31,241, order on reh’g, Order No. 890-
A, FERC Stats. & Regs. 31,261, order on reh’g, Order No. 890-B, 123 FERC { 61,299,
order on reh’g, Order No. 890-C, 126 FERC { 61,228, order on clarification, Order
No. 890-D, 129 FERC { 61,126.

2% 1n Order No. 890-A, the Commission clarified that the comparability principle
requires each transmission provider to identify, as part of its Attachment K planning
process, how it will treat resources on a comparable basis and, therefore, how it will

(continued...)
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resolution; 7) regional participation; 8) economic planning studies; and 9) cost allocation
for new projects. The Commission explained that it adopted a principles-based reform to
allow for flexibility in implementation of and to build on transmission planning efforts
and processes already underway in many regions of the country. The Commission also
explained, however, that although Order No. 890 allows for flexibility, each transmission
provider has a clear obligation to address each of the nine principles in its transmission
planning process and all of these principles must be fully addressed in the tariff language
filed with the Commission. The Commission emphasized that tariff rules, as
supplemented with web-posted business practices when appropriate,”®* must be specific
and clear in order to facilitate compliance by transmission providers and place customers
on notice of their rights and obligations.

296. While Order No. 890 requires transmission planners to participate in regional
planning, the Commission’s current policy does not require transmission planners to
develop their plans with other entities.?®> We note that the Commission has already
determined that CAISO’s OATT satisfies Order No. 890’s planning principles, including
that of regional participation. Thus, while we agree with protestors that having CAISO
collaborate with regional and sub-regional is required by Order No. 890, we note that
CAISO has already committed to do that. However, Order No. 890 does not require
CAISO to include regional and subregional groups in the development of CAISO’s
transmission plan, as protestors suggest. Accordingly, we accept RTPP proposed section
24.4.4 and deny protestors’ requests to require CAISO to develop its conceptual
statewide plan with regional and sub-regional planning groups. We urge CAISO to
continue collaborate with numerous and diverse planning entities throughout the RTPP
process to ensure as comprehensive a plan as possible.

297. We agree with SMUD that CAISO’s collaborative efforts should be cooperative
and protect market-sensitive information; however, we disagree that such provisions
should be incorporated into the tariff. Nonetheless, we fully expect CAISO to take the
appropriate measures to protect confidentiality throughout the planning process. Further,
we reject Large-Scale Solar’s request that the tariff explicitly contemplate the
implementation of renewable energy zones. We agree with CAISO that its information
sharing policies are sufficient, and that additional tariff language discussing this issue is
unnecessary.

determine comparability for purposes of transmission planning. See Order No. 890-A,
FERC Stats. & Regs. 131,261 at P 216.

21 Order No. 890, FERC Stats. & Regs. { 31,241 at P 1649-55.
202 |d. at P 523-524.
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V. Waiver Request Order

298. In the Waiver Request Order in Docket No. ER10-2191-000, the Commission
granted a temporary waiver of existing tariff section 24.2.3(a), which permits market
participants to submit proposals for economic transmission upgrades or additions through
a transmission planning request window.?”® The Commission waived CAISO’s
obligation under tariff section 24.2.3(a) until the earlier of Commission action on the
RTPP or January 3, 2011.%%

Commission Determination

299. In accordance with the Waiver Request Order, the temporary waiver of CAISO’s
existing tariff section 24.2.3(a) will terminate once the RTPP tariff provisions become
effective on December 20, 2010.2® The RTPP replaces the economic request window
with an open solicitation process that allows independent transmission developers to
compete with PTOs to construct economically-driven as well as policy-driven
elements.?® The new RTPP provisions for economic transmission elements, which will
become effective on December 20, 2010, will replace tariff section 24.2.3(a), the
provision temporarily waived by the Waiver Request Order. We find these RTPP
provisions, as accepted in this order, eliminate the need for CAISO to hold a request
window for economic project proposals because the window will be replaced with an
open solicitation process in RTPP Phase 3. Because these new RTPP procedures
improve the efficiency and comprehensive nature of the planning process and enhance
the competitive opportunities for transmission developers, the need for the temporary
waiver will become moot once the RTPP tariff provisions become effective on
December 20, 2010. Accordingly, the waiver of tariff section 24.2.3(a) will continue
until December 20, 2010, after which time the RTPP will be effective and the need for
any economic request window will be eliminated.

The Commission orders

(A) CAISO’s RTPP is conditionally accepted, as discussed in the body of this
order, effective December 20, 2010.

203 Waiver Request Order, 133 FERC {61,020 at P 1, 7, 10.
204

Id.
205 |d

206 RTPP proposed tariff section 24.5, Transmission Planning Process Phase 3.
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(B) CAISO is directed to make a compliance filing within 30 days of the date
of this order, as discussed in the body of this order.

(C)  Green Energy’s Petition is hereby denied, as discussed in the body of this
order.

(D) CAISO’s temporary tariff waiver granted in Docket No. ER10-2191-000
will terminate on December 20, 2010, upon implementation of the RTPP, and the 2010
request window for economic projects will be supplanted by the RTPP, as discussed in
the body of this order.

By the Commission.

(SEAL)

Kimberly D. Bose,
Secretary.



