     






February 22, 2007

Mason Willrich

Chair

Board of Governors

California Independent System Operator (Cal-ISO)

Re:
Proposed Transbay Cable (TBC) Project

Dear Mr. Willrich:


San Francisco Community Power (SF Power), a non-profit organization representing the energy interests of its residential and business members, would like to request that Cal-ISO’s Board of Governor’s withdraw its endorsement of Babcock & Brown’s proposed TBC project.  Available data demonstrates that the project’s benefits will never exceed its substantial costs by a wide margin; that there are alternative, more environmentally benign ways of addressing San Francisco’s future power needs; and that there are minimal risks that forced outages will occur in the City over the next decade without the TBC in place.


SF Power appreciates Cal-ISO’s efforts to create an operating environment in which old, highly polluting generating stations are no longer required to provide reliable service to San Francisco.  One positive outcome of these efforts has already been realized:  the closure and dismantling of the Hunters Point Generating Station.  Likewise, Cal-ISO’s Revised Action Plan has set the stage for potential retirement of the Potrero Power Plant by 2010, if not earlier.  SF Power lauds Cal-ISO’s Board of Governors for being innovative and bold enough to create an outcome that a decade ago Pacific Gas and Electric Company (PG&E) stated, as part of power plant divestiture proceedings at the California Public Utilities Commission (CPUC), would be impossible to achieve.


However, while the Action Plan has created the conditions that will allow the Potrero Power Plant to be retired, there is no certainty that such an outcome will be achieved.  While the plant may be shuttered for any number of reasons, including expiration of its NPDES permit in 2008, Cal-ISO cannot compel its retirement.  Given emerging Cal-ISO policies, as well as other factors, SF Power is concerned that before long Southeast San Francisco may be left with the worst possible outcome:  the TBC, the City and County of San Francisco’s (CCSF) three combustion turbines, and the Potrero Power Plant will operate simultaneously, causing land use disruptions, environmental damage, and forcing a single neighborhood to bear almost the entire burden of insuring electric reliability to the benefit of the rest of the City.  


While Southeast San Francisco residents face the prospect of an unprecedented clustering of generation and transmission facilities, significant efforts to improve energy management are underway in the City, and emerging actions by PG&E, the CPUC and other state agencies are likely to lead to further reductions in future electricity demands.  For example, SF Power is implementing a CPUC-sanctioned demand response program (DR) that has at its goal achieving upwards of 10 megawatts (MW) of DR and load-shifting by 2008.   While DR is similar to central-station generation in having a certain probability of failure or “forced outage” due to a lack of response, it represents a reliability resource that should not only be included in resource accounting, but be actively encouraged.  

In addition, PG&E is rolling-out automatic metering infrastructure (AMI), which can be used to deliver time and condition-specific rates that have been shown to reduce peak demands substantially. If PG&E effectively implemented time of use (TOU) rates specifically in San Francisco, Cal-ISO could expect residential demand to fall by 7 percent, with additional reductions over time as customers invest in new technologies in response to the higher peak rates. 
  The implementation of critical peak period (CPP) pricing could reduce demand even further.
  

Likewise, the California Solar Initiative, or “Million Solar Roofs” program, could add substantial in-City passive distributed generation.  Such generation differs from active central-station generation in that no one is making an explicit decision about its operation, and its large numbers allow it to be statistically adjusted for likely outage rates across the portfolio.
  


SF Power asks Cal-ISO to re-consider the role the TBC project should have, as well as it contingent plans in general, under the conditions that  (1) the Potrero Power Plant is guaranteed to be retired; and (2) other demand management measures are fully assessed and incorporated into forecasts and the long-term planning process.  

SF Power understands that Cal-ISO is currently shifting to the N-1-1 reliability criteria.  This criteria, while consistent with operations, is a change from past planning practices of using the L-1/G-1 criteria.  We understand that under North American Electricity Reliability Council (NERC) criteria Cal-ISO is allowed to shed load as needed when operating under an N-1-1 criteria, but is not allowed to do so under an L-1/G-1 criteria.  In adopting the new reliability criteria it would be completely congruent for Cal-ISO to similarly adopt an increased reliance on DR and load shifting programs.
  In addition, Cal-ISO could work with PG&E, CCSF and other stakeholders to pursue other load management strategies specific to San Francisco


The following tables compare the various planning criteria, resource availability and load forecasts that have been publicly issued.  Table One shows two load forecasts, the first one used by Cal-ISO staff in April 2006, and the second an updated version prepared in August 2006 by PG&E.  Note that the newer forecast is significantly lower than the older one used to assess load serving capability (LSC).  The paired columns show the LSC under five different resource scenarios, the first column showing the L-1/G-1 criteria used for Cal-ISO planning, such as LARS, and the second showing the N-1-1 criteria Cal-ISO staff proposes to use.  Three scenarios are drawn from Cal-ISO’s Revised Action Plan Report.
,
  

The first three pairs of columns show the LSC with the Potrero Power Plant still operating:

· The first pair is the current situation.  

· The second pair is with the 3rd Martin-Hunters Point Cable.

· The third pair is with the Trans Bay Cable.

The second three pairs show the LSC with the Potrero Power Plant retired, assuming that Action Plan objectives are achieved:

· The first pair shows the 3rd Martin-Hunters Point Cable in place.

· The second pair adds the Trans Bay Cable.

The second set of columns are the ones used by Cal-ISO Staff for planning purposes. 

	Table 1

Comparison of Load Serving Capabilities to Demand Forecasts

	
	
	
	Potrero Not Retired
	Potrero Retired

	
	Demand Forecast 1-in-10
	(0) Potrero PP, Emergency Rating
	Potrero, 3rd M-HP, Emergency Rating
	Potrero, TBC, 3rd M-HP, Emergency Rating
	(1) 3rd M-HP, Emergency Rating
	(4) TBC, 3rd M-HP, Emergency Rating

	
	Apr-06
	Aug-06
	L-1/G-1
	N-1-1
	L-1/G-1
	N-1-1
	L-1/G-1
	N-1-1
	L-1/G-1
	N-1-1
	L-1/G-1
	N-1-1

	2006
	937
	
	990
	1025
	990
	1025
	990
	1025
	990
	1025
	990
	1025

	2007
	949
	932
	990
	1025
	990
	1025
	990
	1025
	990
	1025
	990
	1025

	2008
	960
	944
	990
	1025
	1149
	1240
	1149
	1240
	1063
	983
	1063
	983

	2009
	969
	952
	990
	1025
	1149
	1240
	1149
	1240
	1063
	983
	1063
	983

	2010
	978
	961
	990
	1025
	1149
	1240
	1469
	1420
	1063
	983
	1383
	1163

	2011
	990
	973
	990
	1025
	1149
	1240
	1469
	1420
	1063
	983
	1383
	1163

	2012
	999
	982
	990
	1025
	1149
	1240
	1469
	1420
	1063
	983
	1383
	1163

	2013
	1,009
	992
	990
	1025
	1149
	1240
	1469
	1420
	1063
	983
	1383
	1163

	2014
	1,018
	1,002
	990
	1025
	1149
	1240
	1469
	1420
	1063
	983
	1383
	1163

	2015
	1,027
	1,012
	990
	1025
	1149
	1240
	1469
	1420
	1063
	983
	1383
	1163

	2016
	1,036
	1,022
	990
	1025
	1149
	1240
	1469
	1420
	1063
	983
	1383
	1163

	2017
	
	1,032
	990
	1025
	1149
	1240
	1469
	1420
	1063
	983
	1383
	1163

	2018
	
	1,042
	990
	1025
	1149
	1240
	1469
	1420
	1063
	983
	1383
	1163


Table Two calculates the margin for the LSC based on the resources described in Table One and the two load forecasts.  In pair [A] with the April 2006 demand forecast, which represents current resources, the LSC is sufficient under the N-1-1 criteria until 2015.  Under the updated forecast, this margin extends to 2017.  Under the other scenarios in which the Potrero Power Plant remains operational, there is substantial margin.  Only under pair [D] is there a greatly diminished LSC.  Under the old forecast, this margin disappears in 2011; under the updated forecast it’s 2013.  Using the historic L-1/G-1 criteria, a substantial margin exists throughout the planning period without the Potrero Power Plant.

	Table 2 - Excess LSC vs. April 2006 Forecast

	
	Potrero Not Retired
	Potrero Retired

	
	(0) Potrero PP, Emergency Rating
	Potrero, 3rd M-HP, Emergency Rating
	Potrero, TBC, 3rd M-HP, Emergency Rating
	(1) 3rd M-HP, Emergency Rating
	(4) TBC, 3rd M-HP, Emergency Rating

	
	[A]
	[B]
	[C]
	[D]
	[E]

	
	L-1/G-1
	N-1-1
	L-1/G-1
	N-1-1
	L-1/G-1
	N-1-1
	L-1/G-1
	N-1-1
	L-1/G-1
	N-1-1

	2006
	53 
	88 
	53 
	88 
	53 
	88 
	53 
	88 
	53 
	88 

	2007
	41 
	76 
	41 
	76 
	41 
	76 
	41 
	76 
	41 
	76 

	2008
	30 
	65 
	189 
	280 
	189 
	280 
	103 
	23 
	103 
	23 

	2009
	21 
	56 
	180 
	271 
	180 
	271 
	94 
	14 
	94 
	14 

	2010
	12 
	47 
	171 
	262 
	491 
	442 
	85 
	5 
	405 
	185 

	2011
	0 
	35 
	159 
	250 
	479 
	430 
	73 
	(7)
	393 
	173 

	2012
	(9)
	26 
	150 
	241 
	470 
	421 
	64 
	(16)
	384 
	164 

	2013
	(19)
	16 
	140 
	231 
	460 
	411 
	54 
	(26)
	374 
	154 

	2014
	(28)
	7 
	131 
	222 
	451 
	402 
	45 
	(35)
	365 
	145 

	2015
	(37)
	(2)
	122 
	213 
	442 
	393 
	36 
	(44)
	356 
	136 

	2016
	(46)
	(11)
	113 
	204 
	433 
	384 
	27 
	(53)
	347 
	127 

	2017
	
	
	
	
	
	
	
	
	
	

	2018
	
	
	
	
	
	
	
	
	
	

	Excess LSC vs. August 2006 Forecast

	2006
	
	
	
	
	
	
	
	
	
	

	2007
	58 
	93 
	58 
	93 
	58 
	93 
	58 
	93 
	58 
	93 

	2008
	46 
	81 
	205 
	296 
	205 
	296 
	119 
	39 
	119 
	39 

	2009
	38 
	73 
	197 
	288 
	197 
	288 
	111 
	31 
	111 
	31 

	2010
	29 
	64 
	188 
	279 
	508 
	459 
	102 
	22 
	422 
	202 

	2011
	17 
	52 
	176 
	267 
	496 
	447 
	90 
	10 
	410 
	190 

	2012
	8 
	43 
	167 
	258 
	487 
	438 
	81 
	1 
	401 
	181 

	2013
	(2)
	33 
	157 
	248 
	477 
	428 
	71 
	(9)
	391 
	171 

	2014
	(12)
	23 
	147 
	238 
	467 
	418 
	61 
	(19)
	381 
	161 

	2015
	(22)
	13 
	137 
	228 
	457 
	408 
	51 
	(29)
	371 
	151 

	2016
	(32)
	3 
	127 
	218 
	447 
	398 
	41 
	(39)
	361 
	141 

	2017
	(42)
	(7)
	117 
	208 
	437 
	388 
	31 
	(49)
	351 
	131 

	2018
	(52)
	(17)
	108 
	199 
	428 
	379 
	22 
	(59)
	342 
	122 



Another aspect of reliability is related to determining how many hours per year in the one-in-ten conditions might City loads exceed the LSC.  The number of hours of excedance is not the same as the number of expected outage hours; the combination of load plus N-1-1 conditions create outage probabilities.  That is, the outage rate estimate is a joint probability calculation that requires probability estimates on the occurrence of N-1-1 conditions.  The data necessary to make this calculation has yet to be provided by Cal-ISO.  Nevertheless, it’s instructive to look at the proportion of a “peak” year—one with a peak load in the 90th percentile of the distribution of expected peak load ( i.e., a one-in-ten probability of occurrence) when loads could exceed the minimum LSC at the N-1-1 criteria.  

SF Power constructed a “typical” load duration curve (LDC) for San Francisco from a set of hourly loads for 1998 to 2001.  This curve represents the proportion of hourly loads that exceed a certain percentile of the annual peak load.  This LDC was then scaled to the forecasted peak loads in the April 2006 and August 2006 forecasts.  The proportion of hours is calculated for each year that exceeded the 983 MW LSC under the planning criteria used by the Cal-ISO assuming only the 3rd Martin-Hunters Point cable is installed.  Table Three summarizes the results.


Based on the older forecast for 2011, loads exceed the minimal LSC two (2) hours in a 90th percentile year.  The expected probability across all years is 0.002%.  In other words, the probable reliability is no less than 99.998%.  If it is assumed that the likely probability of operating in N-1-1 conditions (i.e., the joint outage rate on two components) is 10%, with an equal probability of occurrence across all hours, then the expected annual outage rate would by 0.0002%; the probable reliability would be 99.9998%.  

In comparison, the average annual outage rate for PG&E customers in San Francisco from all sources was 0.024% based on data from PG&E filed in its 2003 General Rate Case.
  Thus, the reliability level of the San Francisco transmission system exceeds the reliability of the overall distribution system by one-hundred fold in 2011.  If Cal-ISO is truly concerned about improving customer reliability, the agency would focus investment on buttressing local distribution networks rather than adding to what is an already armor-plated transmission.
  

	Table 3

Expected Hours/Year Loads Exceed 

983 MW LSC

	
	Apr 2006 Forecast
	Aug 2006 Forecast

	
	Hrs/1:10 Yr
	Avg. Exceedance %
	Hrs/1:10 Yr
	Avg. Exceedance %

	2011
	2
	0.002%
	0
	0%

	2012
	5
	0.006%
	0
	0%

	2013
	14
	0.016%
	3
	0.003%

	2014
	26
	0.030%
	7
	0.008%

	2015
	39
	0.044%
	16
	0.018%

	2016
	65
	0.074%
	32
	0.037%

	2017
	
	
	52
	0.059%

	2018
	
	
	83
	0.095%



Based on this analysis, it is apparent that Cal-ISO has a longer period to consider its options before committing to add new resources.  While the Revised Action Plan has “set the table” for the retirement of the Potrero Power Plant, that goal has not yet been realized.  SF Power is concerned that Cal-ISO will allow Southeast San Francisco to bear the burden of hosting not only the new combustion turbines, but also continued operation of a dirty power plant and a new high voltage transmission terminal.  Cal-ISO has not included promising options such as demand response programs, or considered how other factors, such as climate-change policies, might affect demand and resource availability in the future.  

Cal-ISO’s current position on the TBC will exacerbate an environmental injustice in Southeast San Francisco, where high poverty rates and minorities live with disproportionate exposure to environmental risks.  SF Power respectfully requests that the agency reconsider its position.








Sincerely,








Steven Moss








Executive Director

� Based on the Statewide Pilot Pricing (SPP) project completed in 2005, the short-run or immediate price elasticity for residential customers  is -0.065 ( i.e., for a doubling of the on-peak price, and a commensurate reduction in the off-peak price to keep average rates the same, residential customers will reduce demand 6.5% almost immediately). This does not account for long-term responses, such as buying different appliances or changing long-term behavior that would lead to a higher response level.  Based on these results, adding residential TOU pricing in San Francisco, assuming that half the load is residential, would reduce peak loads by 16 MW.  This, in turn, would delay the need for any additional reliability measures by at least two years according to Cal-ISO’s own analysis.  See Charles River Associates, Impact Evaluation of the California Statewide Pricing Pilot, Final Report, (Prepared for Pacific Gas and Electric, Southern California Edison, and San Diego Gas and Electric Companies, March 16 2005), p. 63.


� The impacts of this passive DR can be predicted using probabilities stochastically identical to, for example, increased demand from air conditioning on hot days.  In other words, it should be counted as a reduction in demand, not as an added resource.


� Again, the stochastic effect on demand is identical to that of TOU or CPP pricing.  Thus, solar PV should be counted as a reduction in peak demand, not added as a new resource.





� In this vein, Cal-ISO has not yet presented the public with information as to how many hours per year  it has operated under N-1-1 and/or emergency rating conditions, nor projected the number of those hours.  The amount of time at which these conditions are at risk should enter into this decision.  


� February 14, 2007


� The corresponding row number from the tables shown on p. 22 is included in the column heading.  The other two columns are computed from the implied LSC change in the tables.  These calculations assume heuristically that there is not additional interaction by adding a resource.  If this assumption is incorrect, Cal-ISO staff should provide the correct values and recomputed this table.


� Note that PG&E’s average outage rate was three times that of the San Francisco Division at 0.073%.  These are based on the reported System Average Interruption Duration Index (SAIDI).


� Based on the August 2006 forecast, loads do not exceed the LSC until 2013, and the exceedance has a similar pattern.  
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