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SDREO Report Statement 

\~,:utiveSummary__..~_......________________+__" __________~_....._ ....._.............._...........___________-----1 

,'kground. The goal of the study. 

blem - San Diego County is one of the top three residential cost 
and in the top six conunercial cost markets in the United States. The 

" Pro 
:kcts 
Ion a 
her th 

'(i&E 

Iso faces very high natural gas transmission and city gate prices - often 
_<I!l other regions. Many fa:!9!~drive these costs. 
has indicated it no longer deems its role to be the regional energy 

:mer, and the Public Utilities Commission's regulatory scope has been 
: "iled in lieu of market-based pricing. 

.·~Iions ex.ist about how best to price EG natural gas. 

_..... 

er 2 Situation Analysis 
Conunent 

......---....... 

:ion 2.1.2 The opening of market trading created congestion. 

The report did not alternative resource development approaches. The 
report contained no different approaches. It appears the sole analysis was to 

. bl d 1 l' C ficompare varlOll.s renewa e an a temattve supp les to a proxy or uture costs. 
The report makes no effort to detemline what the drivers are of these costs. It 
makes no detenmnation as to how costs will be impacted if its 
recommendations are carried out. 

SDG&E has always been and continues to be responsible for electric 
transmission and distribution plal1l1ing. SDG&E is also responsible for natural 
gas acquisition for a majority of the region's gas customers as well as for gas 
infrastructure planning. SDG&E is currently engaging in substantial electric 
commodity acquisition planning, which combined with the CDWR contracts 
will meet all of the regions energy needs. The company has recently proposed 
purchases of significant energ~ from renewable sources. 

I EG customers purchase their own gas at market prices on the open market. No 
utility or other entity is required to "price" natural gas. 

I --
Much has happened since this report was first started, thus the situation 
analYSIS is out-of-date . 
Limitations on ability to use transmission lines existed before April 1998, 
when the markets were opened and it will continue. Expanding transmission 
will reduce the amount of congestion and increase access to other sources of 
supply. 

'Ii' referenced location for each statement is just one location in the report where the statement is made. In a large number of cases the statement is repeated 
where in the report. SDG&E has not cross-referenced these other locations but the same comments would apply. In some cases, SDG&E has also just 
Il'need the first sentence in a section. Given the conunents, it may require the entire paragraph to be modified. SDG&E has also not rewritten conclusions or 
1IIllTlendations, although many will need to be modified for the corrections. 
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lion 2.1.2 When price caps were lifted in San Diego, retail prices soared 
r1y 50%. 

lion 2.1.2 Average electricity rates are anticipated to remain at high levels 
'l1gh at least the end of the decade. 

When price caps were lifted in the summer of 1999, prices for SDG&E's 
customers dropped. It was almost a year later when the wholesale market 
prices increased that customer's prices increased. Many of the items in Table 
2-1, which tie back to other sections of the report, are in error. This table needs 
to be updated to r~~~t th~~s':les in this table. 
TIlis section is confusing as it mixes retail rates and wholesale prices_ Average 
retail prices will remain at relatively high levels because the state has chosen to 
lock in contracts as a means of stabilizing prices and ensuring supply. These 
contracts address the very concern expressed in the report. "New sources of 
supply, added as need for them arises, are likely to reduce the average cost of 
energy throughout the latter ha If of the decade. The report contains no data to 

_________----:--,------:----c~_,_______:__--------:___---___,_-:_____=_-,,-_::_:_-_\~a=s:_s_;__es-~ the recommendations impact on prices. 
lion 2.1.3 supply reserve margins were maintained at double 
'Is. In 2000-2001, California's margins were frequently below 5 percent, 

--------c--'----------
UOIl 2.1.3 It appears that the energy industry credit crisis will continue to be 

'I\nary driver of the availability of resources for at least the next five years. 

lilm 2.2 Major include: Congestion and potentially higher transmission 
"s ['rom importing power into the region as a result of locational marginal 
c',S (LMP) 

This confuses two different concepts: Planning reserve margins, which have 
been typically above 10%, and operating reserve margins- i.e. what is 
available at any given time, which are planned to be at 7%. It is not unll5ual 
for operating reserves to be below 10% to ayoid unnecessary operating costs 
associated with keeping units anilable. ______________---1 

This mixes the concepts of resource availability and development of new 
resources. The availability of credit is an extremely important issue but the 
credit crisis is not the only driver in the deyelopment of new units. The price 
of wholesale power is also a factor along with the willingness of retail power 
providers to sign contracts with wholesale power suppliers. If market prices. 
contract terms. and the states business and regulatory climate are favorable, 
credit can be more easily obtained. 
Congestion only occurs because lower cost power is attempting to flow into a 
higher cost area; however the transmission is limited. It is the lack. of 
transmission to the broader market that results in higher costs. Without 
transmission, areas of high production costs show higher "Iocational marginal 
prices" This does not result in higher transmission prices and the higher costs 
are not a result of LMP. So long as transmission is limited and the region is a 

cost area to develop new power plants, costs in the region wil I be higher 
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III 2.2 Major risks include "inflated regional capacity values because of Limited export capability will not raise local capacity costs directly, but it will 
d markets to se U"in-region" generation to the broader western market." reduce the interest of suppliers to build locally if they cannot access regional 

markets. If this is a concern, the report needs to explain why it does not 
endorse transmission access to the market, which would increase the ability of 
local plants to export and make the area more attractive for develojJment. 

)11 2.2 Major risks include: Continued electric generation price volatility This is an unsupported and enoneous statement Electric price volatility can be 
) limited competitive supply of natural gas to the region. mitigated through contract provisions and resource selection, both of which are 

independent of natural gas. The statement oflimited competitive supply of 
natural gas is in conflict with the report body that points out the region has 
access to all supply basins in the western US and Canada. 

l!l 2.5.1.8 Bi-national solutions should be considered. The statement implies that bi-national solutions have not been considered in 
the past or currently. SDG&E and CFE have purchased and sold power to each 
other for years. Bi-national solutions have been implemented through the 
construction of new power plants that serve both CFE and US loads, and 
natural gas pipelines in Mexico. 

. 2·1 Current energy infrastructure decisions are evaluated in an isolated All siting of major transmission and generation is subject to regulatory 
11lcntcd manner - often without public and community discussion. approval, and California Permit Streamlining Act, was designed to eliminate 

the fragmented permitting process that previously existed. In addition, the 
California ISO (which is required to hold public meetings) considers the need 
for new infrastructure from a reliability standpoint. The CEC, which license 
new plants, holds open proceedings. The CPUC process is also open to the 
public. The substantial amount of conununity involvement in Valley-Rainbow 
shows that there is public discussion; and refutes that statement that 
infrastructure decisions are made in an isolated manner. 

'" ~-. 

This statement is false and does not match CPUC approved rules or any 

umers will either have to accept non-firm contracts, be willing to enter into 

e 2-1 Significant new power plant projects and other major natural gas 

SDG&E proposal, which would have to be approved by the CPUC prior to 
being implemented. lerm contracts, and be willing to pay a higher share of incremental natural 

nfrastructure up...srade requirements. 
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11 apter 3 Natural Gas 

IIeral Comment The sponsors did not conduct any gas system modeling, thus all conclusion 
reached regarding the ability of the system to meet new power plant load are 
speculative and not based on analysis. SDG&E provided analysis to the 
developers of the Palomar plant that showed the system could serve that 
facility, even if Otay Mesa was constructed. 

lion 3.1 "The western United States, and especially California, is This statement raises no questions about the local system. Only local 
ergoing a tremendous increase in demand for natural gas as plans unfold to generation has the potential to affect the local delivery system's delivery 
d several thousand megawatts of new natural gas-fired electric generating capability. Therefore, the construction of natural gas fired generation outside 
Jelly. the region has no impact on regional planning. Also with the completion of 

Baja Norte SDG&E's gas system is serving less generation demand than it did 
two years ago. 

lion:U This level of development raises questions about the ability of the This is in conflict with statements on the same page of the report that states 
lon's gas delivery system to meet this new demand without adverse "there is sufficient regional natural gas transmission and distribution capacity 
',qllences for existing natural gas customers. to serve core customers for the next 10-20 years". Also, additional customers 

and additional construction may result in rate decreases due to efficiencies and 
the margin available from new customers to pay for system improvements. 

lion 3.1 A significant challenge will be resolving and managing the The interests are not disparate: both want reliable service at a reasonable cost. 
'arate gas interests of two primary gas customer classes. This is not a "significant challenge". 
tion 3.1.2 The South Bay Power Plant is scheduled to be replaced by a state There is no set schedule. Duke's lease with the Port expires in 2009, however 
11C art plant in 2009. the lease does certain provisions regarding the plants RMR status. 
dre 3-3 Power Plant usage forecast. SDG&E has not produced a power plant forecast. SDG&E has at times 

provided examples, however, these were not forecasts of expected power plant 
usage. 

Ie 3-1 Retail natural gas estimates. SDG&E has not provided retail rate estimates. Source needs to be clarified. 
k· 3-2 Variability factors for LDC costs These costs are all fully regulated thus market power is not a factor. References 

to market power need to be removed. 
t ion 3.3 This provides market power to that pipeline and puts the San Diego There is no market power. SoCalGas's operation of that pipe is regulated by 
'1011 in a tenuous position with regard to its natural gas delivery options. the CPUC, there cannot be any "market power l 

' since the rate is set based on 
cost based ratemaking. The region being in a "tenuous position" is an 
unsupported statement. 
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ion 3.4 SDG&E provided a forecast ofEG throughput for Firm Service 
land (FSD) planning. 

ion 3.5 The entire section. 

! ion 3-5 Historically, the question of who pays for expansion fell squarely 

SDG&E did not provide a forecast ofEG throughput. In some regulatory 
filings SDG&E has illustrated the ability to serve certain load levels but did not 
provide a forecast. SDG&E has said that large EG customers should provide 
SDG&E with their forecasted need so that we could design and build a system 
to meet their needs. 
This entire section does not match the header. The description of the regulatory 
process is full of inaccuracies, and includes an extremely incomplete history. 
As an example, statements that "SDG&E has not had a GRC in nearly a decade 
(nor has SoCalGas for that matter),' are a meaningless statement since GRC 
were replaced with cost of service proceedings a decade ago. In a Cosl of 
Service preceding, the Corrunission reviews SDG&E total operations, all cosls 
and future additions, then sets rates to ~~()'1er just and reasonable costs. 
The costs of expansions have fallen squarely on the cpue, which sels rates 

ilL: utilit~ itself. 
~,",""""""--,...-~~~.---~~. 

'ion ].5 The Forum in which to review [proposals for facility additions] 
conducted was a General Rate Case _...._. 

'Ion 3.51be state's gas utilities have not been willing 10 invesl in non-core 
infrastructure. 

and determines which clas~of c\lstomers should pay for expansions:~ 
.....--...... 

They are now addressed on Cost of Service Proceedings, which replaced 
(Jeneral Rate Case over ten years ago. 
Too broad of a statement. LIp until very recently, additional investments were 
not needed, as the report points out. SoCalGas has always been willing 10 

build for non-core with contractual commitments. SoCalGas seeks contractual 
commitments so that those who wanted the additions would pay for them, and 
not saddle other customers with costs. SDG&E did nol need to invest for non..
core SInce the mvestments made for the core proVIded substantial relIabIlIty. 
SDG&E made a proposal to Ihe CPUC [or system expansions. The epuc 
voted out the results on November 21,2002. 

--::-=--:--::~-:c-.~~-~~-. --:-~-""7':---::--~:--~----+-:::--=- .-~~~~~-

:ioIl3.7.l SoCalGas and SDG&E are in the midst oftransitioning to a new SoC alGas and SDG&E are not in the midst of any change. Ifany change is 
ralemaking methodology. proposed, it will be subject to substantial hearing, public input and only 

_-=_=--__---c;--_-:--~....__....:.--.....---.--.-c__:c.-_;__----t_'::ad~.opted ifthe CPVC adopts it as being in the public in!erest'-:---=::----:-~_ __I 

! Ion 3 Customer have not seen eye to eye in basic Customers do see eye-to-eye in wanting low-cost, reliable service, They do not 
.'lions of gas supply, transmission, distribution storage and of course pricing compete for service. Representatives from each class always seem to want the 
[lese functioru. other classes to pay all the costs, but that should not surprise anyone. 
lion ].7.3 The Final CPUC decision disallowed consolidation of the two Ibe decision delayed a decision on the combination until other CPUC I' 

i folio_s_,_~~______~~~~~_ investi ations were com leted. _______........... 
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,;on 3.7.4 Until this regulatoryhurdf~~~~erc~~e, gas suPtlJies from~---""r This ~;false statement. The peaking tariff does notaddress gas supplies from 
":I~'O will not be ~conomicafly feasible for San Diego. Mexico. A peaking tariff would have no impact on gas supplies delivered at 

the border into the SDG&E system The sponsor should provide a cost 
comparison between the cost of shipping gas on SoCalGas system and the Cost 
on Baja Norte. The sponsors also need to explain the limitations, such as take 
or pay provisions, and the lack of balancing and delivery flexibility on tbe Baja 
Norte system. Service on an mterstate pipeline is not the same service as 
service a local 

"'~--~~~~-~~~~~~~~~~~~~~~--~----~~' 

Il,apter 4 Electricity 
~('ral Comment The study has not conducted transmission reliability or cost 

modeling to show the impacts of their recommendations on tbe region. Thus 
comments about reliability are speculative. Tbey have also not shown what 
costs impact the recommended resources would have. The report treats tbe 
contracts tbe State entered into on behalf of the customers as almost an after 
thought even tbough these will provide over 50% of the regions power for the 

_...... ......................................""~__....___....~......._...._ ......~________+---c:n--=e:-xt:-t--::e_n--')'--le_ars'~_----:---~-::--:--~_____ ____________--1
__ ---:-:- 

'Inn 4.1, I Extreme electricity price volatility is likely unless the region CDWR contracts and SDG&E's generation and long-term power purchases 
,lit'S opportunities to buffer itself from the high market risks that exist currently in place cover substantially all of the regions energy needs for at least 

__,--___--+_t~e next 10 years. These will substantially mitigate price volatility. 
,ion 4.1.1 There is concern o~·-th-e-p-art-o--:f-C- SDG&E has locked up a substantial portion of the power needs for years to .. a-l-::--ifl"""o-m-i-a-P-:I-a-~ing officials in 

('AlSO and the California Power Authority (CPA), come, This is just another instance where a generality is used to try to create a 


local issue that does not exist. 

..........._--,.. -_.._........_...... _--- 

'IOn 4,1.1 New c..\1S0 locational marginal pricing (LMP) tTansmission The possible adoption of LMP or capacity reserve requirement is not going to 
109 and capacity reserve requirements for regional grid reliability suggest make the region any more vulnerable than it is now. The same vuJnerability 
1ht region is going to be more vulnerable to system constraints unless will exist even if these are not adopted. That is why SDG&E has been working 
ltional and transmission is added to the area. to et additional transmission added for the 
'Illil 4, I, I A number of needed transmission improvements are being made 
It'region. Because ofreliability concerns and the fact that the region bas interconnect, the only transmission to the north. Additional transmIssion to tbe 
, one major northern feeder into the region, it appears tbat some new south does not improve reliability. The authors also need to explain wby tbis 
ltillnal transmission to tbe North is necessary. The line will be needed by bullet, along with the discussion in this section of the report, is so supportive of 
'i. unless the region takes positive action soon to ensure new generation is the project but the executive summary and recommendations are not. This is a 

mm ___'lace that time. ....._1 substantial inconsistency in the report, m~ 

The authors should make it clear that they are supporting the Rainbow 
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.lill\"\.l J t\ ~roader regional energy infrastructure plan is authors need to exp this point need to pro\'ide specific exampJes 
,cntly, ~ plfllUling of infrastructure proj ect initilltives is too fragmented, and s(Jlutions. SDG&I::s planning includes locking up power supply and 
~Ilionally, energy infrastructure planning should be a transparent process expanding transmission to lap the available e)(cess power that was developed 

IS more accl:ssibh: til the public. oUlsidt: the n:gion. All of SDG&E planning is tully accessible to the public, 
• subject 10 he:nings before the CI'Ul'. which Me open tt) the public. Public 

linn 4.l.llllad flow analySIS IS net:dedlo e\'aluate tht: most optimal w~}.i~1 ~~:~~h;~:~~~nl~e~:pu~i~~r~;~~~-an-bYihi;.-~The~~i~i~~;s-t-ra-~miss,on 
1!'1l'C' nt:w transmission de\'elopment and co-location of generation, not only 
";\lllply purposes but also for regional grid rt:liability~ 

I system is designed and rated based on opttma; load flow analyses using
i standard industry techniques. Resulrs an: atlpro\'ed by the CAISO and the 
I WJ:::Cc, the group responsible fur electric system reliabi1ity in the western 

Slates. SDG&E regularly meets with developers looking tlllllcate power plants 
in the regirM to discuss the ability to interconnect to the electric grid. Wi! alsn 
meet with them in ad\'ance regarding t~e atHli!}' to provide natural gas sen:i.ce 
and have provided studies for de\'e!opers on the srstem abilit}' to meet ne~' 
load gro\\.1h. 

:lUn 4.1.1 An energy development authority n~ee~d-:--s~t~u~t~Ta~c~k-d~ema-~n~d~a~n~d-----'-SDG&E questions the n~~d for anorker age~~y to do more trllCking. Wftat is 
·'\.':a hie resources along with transmission itS a basis of considering needed are accountable actions, not more agency tracking. Tracking dnes nol 
'11llinal generatIon. get neW infrastructure built. Thl! report provii1es no suppon for what this will 

achieve. 
i"Jn 4:2:iTh;d~crease ilI~c~on-sump--t-:-io~n-w~'a~s~t:--h~e~re~$~u-;!~to~'-:-'-::th~e-ci;-mp-a~c-:t~o--:f;-----+- The lIuthors should make it clear how muck oflhe decrease was a result of 
Ill'r prices, consumer consen'ation behavior and other factor~ such as increase:i distributed generatilm. 
,cased use of small-scal e distributed generation. 
_«<~ _...... "--==:="-=-----=--:::..c"'=::..::cc::::.:::::..:::...::::.,_---,,-,,--,::-:--::-:---::_--:-__.,... 
Ijoll 4.1.1 In light or this hi~h degree nfuncenainty, SDG&E is forced to We find il bard tn very sentence not in the summary or 

1\ Ibr grid reliabil it)' improvements based on a \'fry conservative generation executh'e summary. It shows that SDG&E is planning in light (Jf all the 
'Jllsiun assumptions f.ecausr::: the utility mu.st pronde reJiab! e .service uncertainty that the report highlights. SDG&E belie\'eS the regions energy 
:Irdl~ss uf the uncertainty ofthe regulator>' c!Jmate and capital markets for needs are 100 critical to plan any other way. 
'L'riltjon investment. 
~;';fl 4.].1 Must mn units are more expensive to operate and are onlr uS~!Must run unit'; Me thaI must remain in service to transmlSSlim 
'Iwrating. reserves during peak period.~ or in Hme.s of emergency backup. . constraints and lUlits tbal the CA150 may neer'! to call on at lin~ to balance 

loads. Must run units can and do operate in the marke11ike a II other units. 
The lack ofnansmission in the region has result!!d ill San Diego having a 
substantial number ulmust run units. The region's consumerS pay the costs of 
keeping thl!S( units open lIIld paying any innease in cost:; which result from 

"['"n/'..,,,,. order. 
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,lIon 4.3.1 Historical resource planning criteria and that of the WECC This is not a historical or current planning criterion. Generation supply 
'lInes a one-in-ten chance that one or two of the most significant plants will reliability can only be done through production cost modeling. Transmission 

be available or a transmission outage in the region may occur. 
 reliability needs to be done based on optimal load flows, which was also not 

completed. The CAISO grid reliability criterion requires the system be able to 
serve a load even after the loss of the single largest tTansmission line and the 
single largest generator. The load forecast used for this analysis is based on a 

..------..,.------.,.....-------,--------r ~orecasted load that has only a 10% probability ofbeing exceeded, 
"Oil 4.3.1 An estimated 300 MWs of older combustion turbine units are About 67 MW of units will be removed because the owner's property lease 
lillated to be removed from the region by 2003 because these plants are old, with the Navy expired and they were unsuccessful in negotiating a new lease. 
'Ikient, and beyond their useful economic life. All of the others are R1\fR units. Being a RMR unit says that the units are 

needed for reliability and thus cannot be shut dO\\'1l and removed without ISO 

__---::c-c-____---:c-:-_.-:-__~--___:----_,_-_:_---:-...41pp~ro-v-a-l.--_=_____,__:_____:___:_-:__------:-__---,-__-:--_--,:--__---:_----1 
lion 4.3.1 The Port of San Diego has made a commitment to replace South The sponsors should explain what commitment the Port has made. Does this 
\·.:vith a new plant by 2009. .. ____~.L_m-e-a-n-the Port will finance and build the plant? 
IHll1 4.3.1 After this time, SONGS WIll need to recover its costs in the The CPUC has already ordered that SONGs will return to the utility rate base 

Ik.e:_t.__~_::_c:__=:-_:__:__:__-:__-:--:__-_:_-_::---___:-_:___=C'...----__; as of January I, 2004. 
lioll 4.3.2 Palo Verde region is going to be a hub of new Palo Verde is a recognized trading point with tens of thousands ofmegawatts 
'L'ration as is North Baja. of generation in excess of local load and substantial transmission capability in 

numerous directions. North Baja has limited generation, most of which is 
dedicated to local load. Transmission is limited. North Baja is not presently a 
hub and will not be one in the foreseeable future. These two locations arc lIot 

_._______________________._____---+.~.<lmpara~!~ __:__-__:_-_,_--------:------------_--1 

flle 4-2 the most expensive natural gas in the WSCc. The sponsors need to explain the comment about high transportation costs. 
Table 3-2 shows the cost to transport gas from the border is only $0.20 of a 

___---+.-.:.$3.00 total cost, a small portion. 
lion 4.3.1 The Cabrillo Plant (Encina) .. , it is antiCipated that both units Only if it is economic to do so and other units have been built to replace them. 

I ~t' shut down by the end oft'he decadt:: Both of these units are RMR units, which cannot be shut dO\\<ll. ~ 
lion 4.5.2.2 The addition ofOtay Mesa by itself could have the effect of I T.hiS is true only if all re ...maining generation in the region stays in service. An 
,~rring Valley Rainbow forseveral year~: L!ss~~Il:thls .!~p0I!.~o_e~s~n_o_t_a__"g"_r_ee_Wl~·_th_._________ 

27/2002 8 


http:g'___re'-e_W1....c::.th
http:c--_--+----'-$3.00
http:p0I!_~o::.ec..s~n_"_o::.t'_'a"_'g2..r_"_ee~Wl..::�:.:..th
http:c--_--+---'-$3.00


1 

~-- - _........._. -- ...........•.............................................•." 

([on 4.5.2.2 There are tnan}' problems wilh Ihe currenl 3pproach to 
'~lHission plaJUling in the regiun: 

I. 	 It is reactive and does not take inlo accUlDlllonger-tenn puwer plant 
co-Iocalion needs to impro\'e transmission infrasbucture 
requirements. 

:r 	 Options are screened based em traditional planning approaches and 
teclmology. 

Few options are usuaUy considered for major in\'estments (e.g., 
VaJJey Rainbow project) 

4. The role of balancing load flow and demand management is seldom 
considered, including more dynamic pricing----there is 11m much friction 

This statement i.s faJ~e and lDIsupported. 
1. 	 Transmission plans are prepared every year wilh at least a five-year 

outJook. They are desi,1';ned to In)ve generation to load. To some 
extent, they do react 10 new general ion since plans are designed to 
move generation to load. 

2. 	 The SpOJ15OTS need to prmide a specific example of whatlbey bel ieve 
should be done, Plans art: done using state-l1f ~Ihe-an modeling and 
planning lechniques and are done based on industry-wide siandards. 

J. 	 ~{ultiple options are considered to find the lowest [;05t path. In the 
Valley Rainbow caseT numerous paths and locatinns Were analyzed. 

4. 	 Transmission plans are designed to serve the Joad. The sponsor needs 
to define "friction." 

_i!!..!.lli!£U£!!.~t....~ste~. 

11_~pte!~5 Dema~~:§Jd~Ql!!:i:o~n_s~~~_~_~ ~~"""--i' 
,era! Conunent A considerable amount of attention is focused on distributed generation. There 

was very little discussion on energy efficiency (EIEJ. This appears to be 
unbalanced since E/E results in permanent load reduction and it is more cost 
effective lhan DG. More infonnation ~hould also be induded for Demand 
Response (DR), but it should recognize that DR has Jinuted potentiaJ, as a 

________~~____~_+i_t_em_..Lp_o_ra"",ry-,,--s~o_l_ut=i,-on_fo_r---=a_li_rru_·_te_d_!l1l:m~~.! of eak Bours durin the ear. 
!ion5.U Short-Tenn. The California Energy Commission is responsible for settin~ building 


[ standards. The region should partner with lhe CEC to evaluate building 

i standards to il~~2T?rate higher etIl(:it!!lcy equipmeIlt:~,,~___ 


l~;~5.2~3 This-sn.;dy pfl)Je"~"ts li];;t a total of2,20(it~j;ioOMWs oiDG and This assumes a 6%-7.4% annual growth rate over the next 28 years, assuming 
:wable capacity could be lnstalled by 2030. the 372.3 MW combined current capacity yuoted in paragraph 2. This has to 

be highly speculative: given the long-term uncertaintie!> of energy prkes, 

_"..........._~_____........_"__.__~____+-::e;:::n_v_lr_o_nmelltal re~lllations~Il9:-::.o~:~::.<~:L1.~~~~~:-------::~:---__ ..........._"" _I 
,IL' .~-2 Program Life Cost. 

I~;'II 5.3.1, Bullet) "Residentia.l and~~nune·;ci81ph~tovo1taic and C&I 
,iifs prnvide the greate~t savings (1,401 GWh) 81 a relatively low cost 

"Program Life Cycle Cost, should be ~IkWh not 
cents/kWh). This is an incomi&tency with the two bullets in Section 
5.3.1. 
Are sponsors saying that is 3 relative low energy 
report needs to explain how this IS a relatively low cost. 

http:0.26Ik.Wh


---

lIon 5.3.1, Bullet 3 "Residential and conunercial photovoltaic and C&I All cost effectiveness measures should be based on marginal cost, not average 
lfits provide the greatest savings (1,401 GWh) at a relatively low cost cost. 
26/kWh)." 
Ie 5-7 Estimated Remaining ClIP Potential in the C&I Market, San Diego, San Diego has none ofthese industries, except some small food processors. 
ws over half(54%) of the potential is from Industrial Customers. Section This Industrial potential is highly speculative at best, and probably 
1.2 (be low Table 5-7) states "in the industrial sector, the applications are significantly overstated. 
ct'ntrated in the petroleum, food processing, pulp and paper, and wood 
'essing industries. 
·tion 5.5.1.2 (below Table 5-7) continues ... "In the commercial sector, the These CHP potentials appear to be an extrapolation of Cali fomi a estimates by 
lications are concentrated in data centers, telecommunications, high tech the CEC. It does not consider the unique industrial makeup of San Diego and 
lications, pharmaceuticals, biotechnology, education, restaurants, lodging, could be grossly overstated for the region. 
apartment buildings." 
tum 5.5.4 (Photovoltaic), Third Paragraph: there appears to be a typo in the We assume the first reference to 2001 should be some preyious year 
~d line "from 11 in 2001 (29 kW) to in 2001 (836 kW). 
lion 5.5.4 The report states " ...and several projects in the 750-kW to I-MW In the following paragraph's last line, the report states " ...and several projects 
~e will be installed within a year's timeframe." in the 750-kW to I-MW range will be installed within a year's time frame. " At 

this time, one is installed, and one is in the feasibility study stage, and there are 
no additional projects of this size knmvn to SDG&E at this time. Given the 
time necessary to apply for permits and interconnection procedures, if a project 
is not knmvn at this time, it could probably not be installed "within a year's 
timeframe." 

~tiOll 5.5.4.1 The report suggests that 10% of new homes could include PV There is no supporting evidence in the report to substantiate whether the 10'% 
[ems to add up to 36 MW of capacity to the region by 2010. Currently state of projected new homes installed with PV is a realistic number. The report 

limits net metering capacity to .5% of SDG&E peak load, or 
 should state what percent of the total homebuyers in the Shea Homes Scripps 

lroximately 20 MW. Without the benefit of net metering, it is unlikely that Highland community elected to include the PV system and take advantage of 
IOrners will purchase PV systems. the tax credits. Lastly, the claim that the Shea Homes Scripps Highlands 

community "had positive cash flow after 10 years" cannot be true yet, since 
these installations have all occurred within the past two years. Any claims of 
positive cash flow from these installations must assume projections of future 
energy costs, which are not substantiated in this report anywhere. 
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1 inn 5.7 Rl=ncetabll:' naii£lbllLf - up In jrJD ~IW Ilf wind, suhslQnt1!1: 1'\.' ~epon sLUes that 50urCt' tll~ Lbr wind infunnatilln is "confidenlial" lind "";5-·--' 
ft'l:ei\'ed from pOlentia] dl!n~opers. NlJthmg Zlboullhe r:oSI of the- "sui1slanlifll 
P\," - 3buuI ) 111,000 per kw. Th~ eRC' III liS Ren~~'able Energy Report d<Jt~d 
Novell1ber 200 l follItd Ih;;ll 'Thus, 'II Ibis lime, inieresl in n:newjJble energy 
5y!lIems is quill! low ilfOOng I::olh horntowDcn lind busmess/colTU1lilrd3i 
propc~' de~ision·Tnilker5./I Anli " Thl! prilMf~' rti...m ~i\,iI!n (or nel bii!ing 
inlerMled In a rent~'ilblc encr!l)' .s),slcm WIS Cll51 cllnC£rn.C 

The number~ look ,'ery ambitious. no IUld nnw studies h1l1'.l! hcefl donI: lo 
5uppOrt tnmsmission lint' tOIlEttuclicm tll CODRl!t/liddirinn<l1 wind f!lcilili~E 10 
the grid. Since wind fildlllji!~ !!re :ikr=ly II) be bail I in rElnwl.: i... cillinn.>. Ihii! 1:051 
and en\'iroomeDLilIIIDpac! of new triIDsllUMion l:onslrucLiJ'n cuuld Ilii! 

___ . E![)~!'b!!i\'~~.._ 
The nlJmb.ers in Ibe li1hle do nol malch Ihe !;laltlnf'nIS 
ufthe report. Addillonaly, the dala inu.i,slsble does n(JI rdll?c[ 1111)' 

adjustments for riski;. lInCC11l1intie5 in IL'CJmolrrgit::!;, pohdes, elc whicb i!.n~ 

retlecled in lhe repDrt bodr in "b[IOUS seLlinn:; 

in 

• 	 PV: Ihe lahle ShOWl cunwll'lIi\1: 201[1 polenlial fur IIV frrrm I"''; MW 
Lorthe Illw snmario.ln 2""5 MW for Ihe high sr;enyio. Inrl"J1ort 
Seclion 5.;I,;I.~ SullUtlllry: Ph(Jla"nlll'lic, page S-l S, lInd the repor1 
sI1l1~!i l11:t1 FV cauld repr~s.cnl OelWfi:n 2]0 Il1ld ~UO MW oi 
rapab II it)' O\'o:r thl:' neXI 30 )'e:l['s, 

• 	 Wind; The dat:! In Ih!: lab II: (or Wind shows 1]011 lu 800 MW, w~iC'h 
is ~ltlr~rnely incomi51~nl ",ilh Section 5.7,2 Summary' W1nd, where 
numbeu we qlloted frorn4fJ Lo 160 MW, 

" Geolhentlll:"The Iilbl!! shn",·s. L'UnluJI!LhE 2030 pUlentiat for 
Geilihetma] from BlJ Lo }(I{) MW, lInd [he corresponding scclicln on 

Geolbermal, Seclinll 58.2, P"ze 5-22 !.:lllles Ihe pulfnl.i~1 is 1510400 
MW. 

• 	 LzmdfilL The Ii:lb Ie shows curnul:.tive 2IJ}(J polilnliilll1l 811 MW, and 
Ihe repon states Ibe p(ltenlial is "up 10 1rJfJ MW" (Sel.:lion 5.5.1.1. 
p'llge 5-16) 

• Fue1 Cells: lbis is Ibe only PAyt orlbe lable where the dId!! mal,;hes 

~",",_~~~_~_ ...~I~h~e of is lU 7~. M~ill h.,:,I~!~c_cs,-._.~~.....J 
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1ion 5.13 Avoidefer infrastructure investments. Trere ismthing in the report to substantiate any T &D benefits. WitooutIXJ 
being installed at the right place, in the right size, at the right time a!li with 
p~siQlIa\surance. There can be no possible benefit for the T &D utility. 
TifdlUr criteria are key to modifying the planning, designing, lxIilrlingarrl 
o~Jal~cycle that drives our capital expenditures and O&M dollars. Ifthe 
sysa:misdesigned based on the DG system, the sponsors need to lx: clear as to 
\\nalO1stomer will not be served when the DG system is not operating. 

lIOn 5.14 For scsectors of the economy, like retail, energy is the single 
~"~~r-~no_~"",, __ ~JI~n.J ~..~n " ~n~ -~-~~-t r~dUction c"n h"v~" 

This "single largest expense" statement is not supported or attributed to a 
~~.~_"T,,: ...... 1..:1 ...... 1•. 'JIn .;.nr ...... _ .... r ........ "''JI''' ..... _ ..... n .. T:Jl~ .. __..... __ .. L .... _ ......n ........... L' ..1. ...... ~~L 

l1ofes~mal services, and cost of goods shld to name a few other large 
expenses. This assertion has no facts or evidence to support. 

'Illote 52 Estimf cool roofs is 25 million sq. ft. but not all in SD Toi:econsistent, the report should extrapolate how much of this number is 
illty. awl:aiJ~ to SD County. Since SDREO administers this program, they shou~ 

hnelhisdata. 
lion 5.]6.7 Tar TifAVl tariff was ctosed effective] 0101102, and was replaced by AL-TaJ

CP.N·2, A V-3, RTP-1 and RTP-2 no longer exist (since January2002), 
TeITlllam conditions of AL-TOU-CP are slightly different than AV-l. This 
sooionreeds to be updated. 

'tion 6 Opti and Scenarios 
[leral Comment TifsceIl1.rIOS are based on numerous assumptions regarding future 

(i:leklpment and technolog;cal breakthroughs. Thus each scenario has very 
different risks and reliability impacts. Since these scenarios were notroodeled, 
impadon the region can not be detennined Many technologies, suchas wind 
\\l1idlisavailable at only a portion of its full capacity at time of systcmpeak, 
areshnl'll at the full capacity value in the table. 

'ion 6.1.1 Thebty is now served by two major power plants for South Bolhl1ants are RMR units and cannot be closed without replacements. 
lind Cabrillo,th are older units and will be retired by 2009 

'ion 6.1.1 Signnt investment in energy efficiency and DG-renewables Tif.<A:imot a tight supply/demand balance in the near term. TherecoukHea 
lei help allevialear term tight supply/demand balance. reliability issue in the near term without new transmission to the north. 
:.ahles Aillal:les ignore the nearly 2,700 MW of power the CDWR purchased thathas 

l:eenassigned to San Diego cllstomers. 
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APPENDIXG 
• 	 PageG-2: "COMPASS uses marginal rate (tail block) to compute bills 

andsavings." This methodology needs to be explained. Block rates do 
IXItapply to SDG&E's commercial rates and may over-estimateresidential 
biUsand savings since the high baseline allowance places fewOlStomers 
andkWhs within the highest "tail" block. 

• Pa~G-4: No Gas Avoided Costs #s. 

- J05' a-v. Tablc a--t Vallablc pcr unit pr05ram \OOStS secll' c.\lJ<..II."y'o",. 


Thistablc requircs additional explanation. 

• 	 Page G-7, Table G-o: The Marginal Electric Costs and Marginal Gas Costs 
used in the Low, Medium, and High Case Scenarios are briefly described 
butnot provided. it is hard to judgc reasonableness without the 
assumptions provided in detail. The Table indicates that gas Ulsts 
assumptions are the same for the Low, Medium, and High Case Scenarios. 
One would assume that gas costs should follow electric costs to some 
extent, since gas is generally the marginal generation fuel. 

• 	 Tliile G-7: This Comparison of CHP Technologies appears to ioclule 
Ikel Engines fueled by Diesel and Residual fuels as a viableOlP 
technology in San Diego. San Diego ACPD pennit restri..:tionswouli 
pubably exclude this technology alterative from consideration. 

Tlil~G8: The units in the table appear to be in $/kWh not (Cents!kVv'h)as it 
awarsin the title. Furthermore the T &0 Competitive Retail Economics fOr 
PelbngLoad appears to be offby an order of magnitude of 100. Thus, the 
Total Economics for Peaking Load appears to be incorrect. Lastly, TableG8 
awearsto be flawed since busbar economics for large versus small units have 
i:hfuI1 numbers, but it is difficult to tell since it is not clear what these 
lI1Il1WS are or how they were derived. 

2712002 	 13 



