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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 
 
Order Instituting Rulemaking to Consider 
Annual Revisions to Local Procurement 
Obligations and Refinements to the Resource 
Adequacy Program. 
 

 
Rulemaking 08-01-025 

(Filed January 31, 2008) 

 
 

ASSIGNED COMMISSIONER’S PHASE 2 RULING AND SCOPING MEMO 
 
1. Summary 

This scoping ruling determines the issues to be considered in Phase 2 of 

this resource adequacy (RA) proceeding as well as the procedures and the 

timetable for their resolution. 

2. Issues to be Considered 
The Order Instituting Rulemaking (OIR) summarized the scope of this 

proceeding as follows: 

• Review the Local Capacity Requirements (LCRs) determined by 
the California Independent System Operator (CAISO) beginning 
with the 2009 LCR study year. 

• Establish local procurement obligations to be met by 
[load-serving entities (LSEs)] based on LCRs reviewed and 
approved by the Commission. 

• Consider how the LCR study process, parameters, methods, and 
assumptions might be improved over time. 

• Consider modifications to the various elements of the existing 
RA program, including rules for counting the qualifying 
capacity of various resource types, load forecasting protocols, 
compliance and reporting, and related refinements to the 
program. 
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• Consider the amended proposal of Calpine Corporation, et al., 
for a standardized resource adequacy contract and associated 
resource obligations (Calpine Proposal). 

Phase 1 was concluded with the issuance of Decision (D.) 08-06-031.  In 

Phase 2, the Commission will continue its actions to implement and refine the 

RA program, as described in this scoping memo and ruling.  Primary guidance 

for scoping Phase 2 comes from the OIR and the Phase 1 Scoping Memo.1  The 

latter provided that:  

Phase 2 will consider (1) the means by which the process, 
parameters, methods, and assumptions of the LCR study might be 
improved over time, including oversight of progress towards 
implementation of probabilistic approach to the study; (2) the 
Calpine Proposal for a standardized resource adequacy contract and 
associated resource obligations; (3) refinements of RA program 
elements that were either not taken up in or not resolved in Phase 1; 
and (4) related matters as determined by the assigned Commissioner 
in the Phase 2 Scoping Memo.  Depending on developments 
regarding the RA program, this proceeding may be designated to 
consider the LCR study and local procurement obligations for the 
2010 compliance period. 

There have been no developments regarding the RA program that would 

supplant the need for local RA requirements for 2010.  Accordingly, Phase 2 will 

include the annual review of LCRs and establishment of local procurement 

obligations for the 2010 RA compliance cycle. 

D.07-06-029 acknowledged the CAISO’s continuing concern that the RA 

program allows emergency and interruptible Demand Response (DR) programs 

to count as Net Qualifying Capacity (NQC) for purposes of LSE compliance 

filings.  However, the Commission found that, pending the outcome of 

                                              
1  Assigned Commissioner’s Phase 1 Ruling and Scoping Memo, February 22, 2008. 
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Rulemaking (R.) 07-01-041, it was “premature to order a reversal of [the] earlier 

decision to allow emergency and interruptible DR programs to count for RA 

purposes.”2  In a ruling issued on July 18, 2008, the Assigned Commissioner and 

the Administrative Law Judge (ALJ) in R.07-01-041 opened Phase 3 of that 

proceeding to address the operation of emergency-triggered DR programs in the 

future electricity wholesale market.  Depending on the timing and outcome of 

Phase 3 of R.07-01-041, it may be appropriate to revisit, in Phase 2 of this 

proceeding, the role of emergency and interruptible DR programs in the RA 

program.  This ruling therefore provides that the Assigned Commissioner or ALJ 

in this proceeding may, by further ruling, add this issue to Phase 2 of this 

proceeding. 

In the Phase 1 workshops, the CAISO proposed that Phase 2 consider 

including an Ancillary Services (AS) Must Offer Obligation (MOO) in the RA 

program.  The CAISO suggested that this requirement would allow it to 

coordinate the energy and AS markets to eliminate generator withholding in one 

market to profit in another.  I will conditionally include this issue in Phase 2, as 

follows.  First, the CAISO should, in accordance with the schedule for this 

proceeding, develop and present a comprehensive proposal for incorporating an 

AS MOO into the RA program.  Such proposal should state explicitly which new 

or existing AS products would be included.  Second, as with certain other 

Phase 2 issues, I reserve the right to defer or remove the issue from Phase 2 

without resolution in the event that continued consideration in Phase 2 would 

                                              
2  D.07-06-029, p. 41. 
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interfere with timely completion of the priority Phase 2 matters identified by this 

ruling.  

Based upon the Phase 1 Scoping Memo, D.08-06-031, and consideration of 

the initial comments,3 I hereby determine the issues for Phase 2 shall be those set 

forth in the following table: 

Phase 2 Topics 

Topic Remarks 

2010 LCR Study Review the LCRs determined in the CAISO’s study of local area 
needs for 2010. 

Local procurement 
obligations for 2010 

Establish local procurement obligations that are to be met by 
Commission-jurisdictional LSEs for 2010. 

LCR Study Improvements Review the means by which the process, parameters, methods, 
and assumptions of the LCR study might be improved over time.  
This includes oversight of progress towards implementation of 
probabilistic approach to the study, which may need to be 
coordinated with planning reserve margin proceeding.  It may 
also include evaluation of parties’ proposals for seasonal and 
multi-year LCR determinations. 

Standard Capacity Product 
and Resource Obligations 

In conjunction with CAISO stakeholder processes, review the 
Calpine Proposal and any other proposals for a standardized 
resource adequacy contract and associated resource obligations.   

NQC Counting Rules Complete the review of rules for counting the NQC of 
intermittent resources (particularly wind resources) that was 
deferred from Phase 1 of this proceeding.  Related issues such as 
derates of thermal units for ambient conditions may be 
considered. 

D.08-06-031 approved a convention for counting the NQC of new 
resources on an interim basis, for 2009 only.  Proposals for a 
more durable solution may be considered in Phase 2. 

                                              
3  Pursuant to the OIR, initial comments and replies were filed on February 7 and 
February 14, 2008, respectively. 
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Topic Remarks 

D.08-06-031 discussed concerns that there may be a double 
counting of outages associated with the current rule for counting 
the NQC of resources with scheduled outages.  D.08-06-031 
noted the need for more analysis, and provided that this issue 
should be resolved in Phase 2. 

Consideration of the role of emergency and interruptible DR 
programs in the RA program is not currently in Phase 2.  
However, depending on the timing and outcome of Phase 3 of 
R.07-01-041, this topic may be added to Phase 2 by further ruling. 

D.05-10-042 (Section 7.1) approved a “top-down” policy for 
defining the RA obligation based on the LSE’s peak day load for 
each month.  In connection with this determination, D.05-10-042 
approved the concept of a Maximum Cumulative Contribution 
(MCC) of specified resource categories.  As noted in the March 
2007 “2006 Resource Adequacy Report” of the Energy Division 
(p. 46), the MCC approach may need to be revised or eliminated 
as the RA program becomes more established.  This topic may be 
taken up in Phase 2. 

Allocation of Cost 
Allocation Mechanism 
(CAM)-Related Credits 

D.08-06-031 deferred resolution of this issue to Phase 2 to enable 
the Energy Division to address workload issues associated with 
changing the allocations from a quarterly to a monthly basis.  

Load migration impacts 
for local RA 

The RA program allows for monthly true-ups of system RA 
obligations to account for load migration but does not allow such 
adjustments for local obligations.  The Commission addressed 
this topic in D.07-06-029, stating it remained open to a 
mechanism that would true up local obligations.  D.08-06-031 
deferred this issue to Phase 2.  Parties may offer proposals with 
respect to this topic. 

Other DR Issues Parties may offer proposals for changing the allocation of DR 
credits from a load share basis to reflect the extent of customer 
class participation in DR programs.  Any such proposal must 
address the concern that double counting of payments or credits 
could result from the proposal.  Parties may offer proposals for a 
procedure to account for power transfers from direct access 
customers when DR programs operate. 

Year-Ahead Load 
Forecasting 

Parties have continued to express concern that some LSEs may 
systematically under-forecast their load.  D.05-10-042 confirmed 
the “best estimate” approach over the “current customers” 
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Topic Remarks 
approach but indicated a willingness to revisit the topic at an 
appropriate time.  Parties may propose solutions, provided they 
show that the conditions for revisiting this topic that were set 
forth in Section 6.1 of D.05-10-042 are met. 

RA Compliance Cycle Parties may propose changes to the current RA compliance cycle 
(e.g., May through April). 

Electronic bulletin board 
or registry tracking system 

Parties may offer proposals with respect to this topic.  

AS MOO The CAISO may present a proposal for incorporating an AS 
MOO into the RA program that includes specific reference to the 
AS products. 

 

3. Development of the Phase 2 Record 
The OIR stated that the issues may be resolved through comments and 

workshops without the need for evidentiary hearings.  Based on the experience 

with prior RA proceedings, including Phase 1 of this proceeding, I hereby 

determine that evidentiary hearings are not required to resolve Phase 2. 

It does appear that, as an adjunct to Energy Division-facilitated 

workshops, the use of working groups subject to Energy Division direction and 

oversight may be an effective means of developing the record with respect to 

certain issues such as NQC rules.  Energy Division may promulgate and enforce 

appropriate guidelines for the working group process.  The procedural schedule 

adopted by this ruling provides for an initial workshop, one purpose of which is 

to organize the working groups. 

While parties are encouraged to participate in the working group process 

to refine issues and develop solutions, they are not precluded from offering 

proposals outside of the working group process.  Since Energy Division may 



R.08-01-025  MP1/MSW/oma 
 
 

- 7 - 

limit the scope of the working group process to certain issues, parties should not 

depend on their proposals being vetted through the working group process.   

Those making proposals should describe how the current RA program 

would be changed, demonstrate that the proposal is in the scope of Phase 2, is 

within the jurisdiction of the Commission to adopt, and is consistent with RA 

policies and principles adopted by this Commission.4  Proposals will be served 

on the service list and then discussed at workshops.  Filing of post-workshop 

comments and replies will also be allowed. 

Several parties noted the need for careful coordination of the planning 

reserve margin proceeding (R.08-04-012) with this proceeding.  At this time, I 

believe that adequate coordination may occur through efforts of the ALJ, the 

staff, and the parties, and that consolidation of the proceedings is not necessary. 

4. Phase 2 Timetable 
The overall scheduling objective for Phase 2 is to issue the final decision in 

June 2009 to initiate the 2010 RA compliance cycle.  The following schedule 

incorporates key elements of the LCR study schedule that was followed for the 

2009 RA compliance cycle.5  I request that the CAISO set the dates for the LCR 

study elements under its control and provide market notices as appropriate.   

                                              
4  In particular, proposals should be clear on whether the Commission is being asked to 
adopt a new rule, modify an existing rule, or take a position on an action to be 
undertaken by the CAISO. 

5  Adjustments to the 2010 LCR study schedule may be discussed at the initial Energy 
Division workshop.  The ALJ will finalize the Phase 2 schedule by determining dates 
certain for the various elements of the schedule. 
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One of the lessons learned from processing earlier RA proceedings with a 

target decision in June is that delaying consideration of all issues until the LCR 

study cycle is complete allows too little time for full consideration of the issues.  

Accordingly, the Phase 2 schedule will provide for two rounds of comments.  

The first round will deal with all Phase 2 issues except the review of the CAISO’s 

LCR study for 2010 and the establishment of local procurement obligations for 

2010.  The second round will deal with the latter topics only. 

Since the priority topics for Phase 2 are review of the 2010 LCR study and 

establishment of local procurement obligations for 2010, I reserve the right to 

defer or remove any other issue for which continued consideration in Phase 2 

would jeopardize issuance of a decision by June 2009. 

Phase 2 Schedule 

October 2008 Initial Energy Division workshop to further define Phase 2 issues, 
organize working groups to develop proposals for those issues, receive 
updates from the CAISO on the status of efforts to improve the LCR 
study and the status of efforts regarding a standard capacity product, 
and refine the 2010 LCR study schedule 

4th quarter 2008 
TBD by CAISO 

CAISO hosts stakeholder process to address LCR study criteria, 
methodology, and assumptions 

January 2009 
TBD by CAISO Participating Transmission Owners (PTOs) submit base cases to CAISO 

January 2009 
TBD by CAISO CAISO publishes base cases 

January 2009 
TBD by CAISO Stakeholders submit comments on base cases to CAISO 

March 2009 
TBD by CAISO 

CAISO publishes preliminary LCR study results, and solicits operating 
procedures 

March 2009 
TBD by CAISO CAISO holds stakeholder meeting to comment on LCR study 

January 2009 
Prior to Energy Division workshops, working groups serve reports with 
any proposals for adoption by the Commission.  Any other party 
proposals shall be served at the same time. 

March 2009 
TBD by CAISO 

PTOs submit operating procedures to CAISO and stakeholders submit 
comments on preliminary study results to CAISO 

1st quarter 2009 Energy Division workshops on Phase 2 issues  
1st quarter 2009 Energy Division issues final 2008 RA report and summary report on 
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Phase 2 workshops 
April 2009 
TBD by CAISO 

CAISO reviews operating procedures and makes any needed changes to 
address comments and publishes proposed final results 

April 2009 
TBD by CAISO CAISO holds stakeholder meeting to discuss operating solutions 

April 2009 
TBD by CAISO Stakeholders submit comments on final results to CAISO 

April 2009 Parties file comments with Commission on all Phase 2 Issues except LCR 
Study and local procurement obligations 

April 2009 Parties file reply comments with Commission on all Phase 2 issues except 
LCR study and local procurement obligations 

May 2009 CAISO revises LCR study as appropriate based on stakeholder comment 
and files final LCR Study report with Commission 

May 2009 Parties file comments with Commission on LCR Study and local 
procurement obligations 

May 2009 Parties file reply comments with Commission on LCR study and local 
procurement obligations 

May 2009 Proposed decision issued 
June 2009 Parties file comments on proposed decision with Commission 
June 2009 Parties file reply comments on proposed decision with Commission 
June 2009 Commission issues final Phase 2 decision 

As stated in the OIR, the Commission intends to resolve all matters in this 

proceeding within 24 months of the date of the Assigned Commissioner’s 

Scoping Memo for each phase, consistent with Pub. Util. Code § 1701.5. 

5. Category of Proceeding 
The OIR made a preliminary determination that this proceeding should be 

categorized as ratesetting, and the Phase 1 Scoping Memo made a final 

determination that the proceeding is ratesetting. 

6. Principal Hearing Officer 
ALJ Mark Wetzell is the presiding officer in this proceeding. 
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7. Party Status  
As set forth in the OIR, all LSEs as defined in Pub. Util. Code § 380(j) are 

respondents in this proceeding, and by virtue of that fact they are parties to the 

proceeding (Rule 1.4(d)).  Parties in Phase 1 remain parties in Phase 2.6   

Going forward, pursuant to Rule 1.4 (a), all other persons and entities seeking 

party status shall either (a) file comments in accordance with any order of the 

Commission, assigned Commissioner, or ALJ that provides for the filing of 

comments in Phase 2; or (b) file a motion to become a party.  It is not necessary to 

file both types of documents.  Those seeking party status through either method 

status shall comply with Rule 1.4 (b).7   

On May 19, 2008, The American Wind Energy Association (AWEA) filed a 

motion to become a party.  AWEA is a national trade association representing 

wind power project developers, equipment suppliers, service providers, parts 

manufacturers, utilities, researchers, and others involved in the wind industry.  

AWEA also represents wind energy advocates and promotes wind generation as 

a clean source of electricity.  AWEA has a strong interest in the Commission’s 

development of policies that will support future growth of wind generation in 

California, including how resource adequacy rules treat wind facilities.  For good 

cause shown, AWEA’s motion is granted. 

                                              
6  By operation of the terms of the OIR, an electric service provider ceases to be a 
respondent to this proceeding and a party upon confirmation of the cancellation of its 
registration by the Energy Division. 

7  Rule 1.4(b) states that those seeking party status shall “(1) fully disclose the persons or 
entities in whose behalf the filing, appearance or motion is made, and the interest of 
such persons or entities in the proceeding; and (2) show that the contentions will be 
reasonably pertinent to the issues already presented.” 
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Those who wish only to monitor this proceeding will be placed in the 

“information only” or “state service” category.  Such persons or entities should 

inform the Commission’s Process Office (process_office@cpuc.ca.gov) of their 

intent to monitor the proceeding by providing their name and organization 

represented, if any; address; telephone number; e-mail address; and whether 

they qualify for the state service designation. 

8. Rules Governing Ex Parte Communications 
As noted in the OIR, communications with decisionmakers and advisors in 

this rulemaking are governed by Article 8 of the Rules of Practice and Procedure.  

(See Rule 8.4(b), Rule 8.2(c), and Rule 8.3.) 

IT IS RULED that: 

1.  The scope and the timetable for Phase 2 of this proceeding shall be as set 

forth in the foregoing discussion.  The assigned Commissioner or Administrative 

Law Judge (ALJ) may make any revisions to this schedule necessary to facilitate 

the fair and efficient management of the proceeding. 

2. This proceeding remains categorized as ratesetting. 

3. Evidentiary hearings are not required for development of the Phase 2 

record. 

4. ALJ Mark Wetzell is the presiding officer in this proceeding. 

5. The motion of The American Wind Energy Association to become a party is 

granted. 

Dated September 15, 2008, at San Francisco, California. 

 
 

  /s/  MICHAEL R. PEEVEY 
  Michael R. Peevey 

Assigned Commissioner 
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INFORMATION REGARDING SERVICE 

 
I have provided notification of filing to the electronic mail addresses on the 

attached service list. 

Upon confirmation of this document’s acceptance for filing, I will cause a 

Notice of Availability of the filed document to be served upon the service list to 

this proceeding by U.S. mail.  The service list I will use to serve the Notice of 

Availability of the filed document is current as of today’s date. 

Dated September 15, 2008, at San Francisco, California. 

 
 
 

/s/  OYIN MILON 
Oyin Milon 

 
 


