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The Staff of the Public Utilities Commission of the State of California (hereafter, “CPUC”) hereby provides its comments to the United States Department of Energy (“DOE”) in response to DOE’s June 4, 2008 notice
 requesting comments on the planned 2009 National Electric Transmission Congestion Study (“2009 Congestion Study”).  

Section 1221 of the Energy Policy Act of 2005 added several new provisions to the Federal Power Act (“FPA”), including FPA Section 216.  Section 216(a) requires the Secretary of Energy to conduct a study of electric transmission congestion within a year of the date of enactment and every three years thereafter.  The 2006 Congestion Study looked at congestion nationwide except for the portion of Texas covered by the Electricity Reliability Council of Texas (excluded by the legislation).
  The 2009 Congestion Study will take the same approach.

FPA Section 216(a) requires the congestion study be conducted in consultation with affected States, along with regional electric reliability organizations.  The CPUC is a constitutionally established agency charged with the responsibility for regulating electric corporations within the State of California.  In addition, the CPUC has a statutory mandate to represent the interest of electric consumers throughout California in proceedings before the Federal Energy Regulatory Commission (“FERC”) and DOE. 
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The key points that the CPUC wishes to bring to DOE’s attention in the following comments are as follows:

· The 2009 Congestion Study must be based on sound metrics, and should rely on the best assessments and judgments of the regional experts who know the most about the operation of the transmission grid.

· The 2009 Congestion Study should define “congestion” in a careful and narrow manner that avoids confusion with other phenomena that are not truly economic in nature.

·  The 2009 Congestion Study should focus on interstate congestion problems, and should not look at localized congestion problems.
· The 2009 Congestion Study should not ignore what the regions and the states are already doing to address congestion.

· The 2009 Congestion Study should not overly rely on projections of future congestion.

· The 2009 Congestion Study should not jump to conclusions regarding future congestion based on assumed state resource priorities.
DISCUSSION
A. Congestion Metrics

It is well established that different metrics may be used to assess congestion.  Such metrics include: (1) percent of the time a given transmission line or path is projected or monitored to be physically loaded to more than 90% (or some other percentage) of its rated capacity; (2) average shadow price over a line (incremental $$ of production cost savings per incremental MW increase in line rating above its current); or (3) annual congestion cost over a line or path based on actual or calculated locational marginal prices at both ends of the line.  As was learned from the 2006 Congestion Study and extensive supporting information provided by the Western Congestion Assessment Task Force (“WCATF”), and is still being learned through successor studies conducted by the Western Electricity Coordinating Council’s (“WECC”) Transmission Expansion Planning Policy Committee (“TEPPC”), different metrics may tell different stories regarding where significant congestion exists and how different locations rank in terms of severity of congestion.
Assessing such information requires judgment, perspective (ideally, several perspectives) and familiarity with the electric system in question and with the data and/or modeling being used.  It is accordingly essential that a rational and balanced approach to selecting and interpreting congestion metrics be developed systematically, before the later stages of the upcoming 2009 Congestion Study.  In this regard, we would note that in the 2006 Congestion Study, some basic results provided to DOE were initially presented incorrectly, and this had to be corrected by those familiar with the studies.  This fact illustrates the complexity of the overall set of metrics that can be used to evaluate and interpret transmission congestion, as well as the need have familiarity with the underlying electric system and to utilize good judgment regarding studies of that system.   

The CPUC therefore strongly recommends that DOE conduct the originally intended workshops on congestion metrics, or to provide some other basis for systematically assessing appropriate metrics and their limitations, before the 2009 Congestion Study has progressed very far.  It would also be desirable for DOE, as it puts the 2009 Congestion Study together, to give considerable weight to interpretations and conclusions from the diverse and potentially conflicting metrics, as provided by regional or other experts having greatest familiarity with the underlying electric systems, data analyses and modeling.  Finally, given that the ultimate concern is congestion that “adversely affects consumers,” DOE should give particular consideration to the context from which congestion metrics or indicators are derived, such as the economic or reliability implications of particular instances of congestion that are identified or quantified, which will in turn depend not only on the quantitative metrics themselves, but also on which specific transmission lines and paths are involved.  For example, to indicate an impact on consumers, measures of the dollar impact of congestion, such as shadow prices and congestion costs, may be useful, but only if they are sufficiently reliable and meaningful indicators of real world conditions.
Separate from systematically established and vetted congestion metrics, the 2006 Congestion Study apparently relied in part on anecdotal information and on information that was provided late in the process with inadequate opportunity to be either vetted or fully reconciled with the more systematically developed metrics.  Such information is not as reliable or as amenable to reasoned interpretation as are more systematically developed and vetted congestion metrics.  Accordingly, in the 2009 Congestion Study, reliance on such anecdotal or late-provided information should be avoided
In summary, to maximize the validity of the data upon which the 2009 Congestion Study will be based, DOE should require that agreement on metrics and sources of metrics should be determined early in the process.  DOE should also require that information submitted and used in the Congestion Study be provided early enough on in the process that there will be sufficient opportunity for peer review and vetting of this data.  In some instances, such as for localized congestion, there may be difficulty in obtaining and assessing “objective, systematic metrics.”  If so, DOE should still strive to obtain such metrics, and if it is unable to do so, DOE should refrain from drawing any conclusions regarding whether there is a need for DOE to take action (such as by designating a National Interest Electric Transmission Corridor, or “NIETC”) regarding such localized congestion.  
B. Definition of Congestion
1. Physical versus Contractual Congestion


The 2009 Congestion Study needs to describe the difference between physical and contractual congestion.  Specifically, DOE needs to identify how this study will address this key distinction.  Actual flow on a path and reporting/scheduling of Available Transfer Capacity (“ATC”) on the same path do not always tell the same story.  In some instances, physical congestion may understate congestion problems.  Lines are built to be utilized.  When a given line approaches its full Operating Transfer Capacity (“OTC”), then its ATC approaches zero.  When this happens, the system operator must turn down energy schedules, even desirable schedules.  In some circumstances, as ATC approaches zero, some desirable schedules may not even be submitted.  DOE accordingly needs to identify how it will consider and quantify rejected schedules, and even schedules not submitted due to ATC limitations, within the overall definition of congestion.  

FPA Section 216, the triennial Congestion Study it requires, and any potential designation of NIETCs that could ensue, are all intended to expedite development of actual, physical transmission projects.  However, congestion can be characterized not only as a physical inadequacy of transmission to accommodate more power flow when flow is desired, but also as inability of market participants to contract for the transmission capacity they want.  FPA Section 216 provides a useful framework to address physical congestion, but may not be the most efficient or appropriate way to deal with contractual congestion. 

For modeling-based projections of future congestion, there is really no distinction between physical and contractual congestion if models are run to “schedule” economically efficient transactions and their associated power flows, up to the point that transmission capacity constraints are violated.  However, for demonstrating existing or historical congestion, the distinction between physical and contractual congestion does have consequences and should be considered when drawing conclusions and planning any action, based on congestion studies. 

It is true that evidence of existing congestion that is adversely affecting consumers is strongest when both physical and contractual congestion are simultaneously demonstrated, i.e., when physical capacity is fully or almost fully utilized and requests for service are being turned down.  However, lack, incompleteness or poor quality of data on the actual scheduling of transmission service, including rejected schedules, has important implications for the assessment of historical data.  First, a transmission line or path may be virtually fully loaded physically without negative consequences for consumers, if no desired uses (schedules) are actually being turned down, as in the case of transmission lines designed to accommodate the output of particular generation facilities.  Second, and contrastingly, a line or path may not be fully loaded physically, yet may experience frequent and economically harmful rejection of economically desirable schedules (i.e., contracts for service).  However, in such cases, building additional transmission is not always the appropriate solution. 

Phantom congestion is another example of non-physical congestion that DOE must address if the results of the 2009 Congestion Study are to be reliable and robust.  In California, there is a significant number of Existing Transmission Contracts (“ETCs”), which are long-term contracts for point-to-point delivery that were entered into before the creation of the California Independent System Operator (“CAISO”).  These ETCs have scheduling priority on a particular line and are exempt from congestion charges.

When calculating ATC, the entire capacity allocated to the ETC is deducted.  However, it is common that an ETC holder does not always utilize the full capacity allocated to it, even though the unused capacity allocation will still count against the ATC.  When this (not infrequently) happens, the transmission line in question looks artificially congested, but in reality, the line is not congested.  When this occurs, some schedules will be turned down and other, desirable schedules will not even be submitted, due to the perceived ATC limitation.  The 2009 Congestion Study has to account for this anomaly in how the transmission system works in reality.  


In this regard, we note that the North American Electricity Reliability Council (“NERC”) has adopted standards on ATC calculation, and that in its Order # 890, FERC reformed the method for calculating ATC.  Both of these reforms were adopted after DOE’s 2006 Congestion Study, and these reforms that address ATC must be considered in connection with the 2009 Congestion Study.  The creation of broader access to unused ATC and further ATC reform are likely to prove cheaper and less environmentally disruptive than new transmission construction.  Thus, such avenues of addressing transmission “congestion” need to be pursued if they can effectively eliminate, reduce or delay the need for new transmission.


The CPUC Staff accordingly offers DOE three recommendations regarding physical versus contractual congestion.  First, conclusions regarding existing congestion adversely affecting consumers are most reliable when based on detailed, physical and contractual data.  In this regard, as we noted above under Congestion Metrics, multiple physical congestion metrics may provide improved insight. 

Second, the conclusion of the 2009 Congestion Study will not be sound or robust unless DOE appropriately relies on the judgment and advice of the regional experts who are most familiar with the regional grids, markets and practices, as well as with the data and modeling used to put that study together. 

Third, DOE should use great restraint in identifying serious congestion problems based on information, especially anecdotal or incomplete information, regarding contractual congestion (e.g., service requests turned down or never even pursued).  In particular, it will be necessary for DOE to determine to what extent this “congestion” could be addressed by reforming procedures and practices for providing more open transmission access and/or for calculating and notifying market participants regarding ATC.  In fact, full implementation of the reforms addressed by FERC’s Order # 890 and NERC’s standard on ATC calculation, and extending these reforms to transmission providers that are not directly subject to FERC jurisdiction (e.g., municipal utilities) is likely to address many existing occurrences of contractual congestion without the need to designate new NIETCs or to build new transmission.
2. Historical versus Projected Congestion
FPA Section 216(a)(2) states that, based on a mandated study of electric transmission congestion, the Secretary of Energy “may designate an area experiencing electric energy transmission capacity constraints or congestion that adversely affects consumers as a national interest electric transmission corridor.”  Of particular importance in this language, we note the use of the present tense: “experiencing...congestion.”  The CPUC Staff recognizes that it is appropriate to assess existing, as opposed to projected or potential conditions, as a basis for identifying congestion that may require action.
Furthermore, as discussed in more detail below, any conclusions that the 2009 Congestion Study may reach regarding “existing congestion” should reflect whether or not that congestion is already being effectively addressed through regional, state or other processes, and more generally, whether that congestion represents conditions that are in fact at significant risk of continuing or worsening in the future.  Also, as was discussed above, it is essential for DOE to consider the extent to which existing or “historical” congestion reflects transmission access problems (such as contractual congestion) rather than actual physical limitations requiring physical solutions.  DOE should accordingly solicit, accept and review information bearing on all of the above aspects of what may constitute “existing” before it draws any conclusions in the 2009 Congestion Study regarding the actual existence of such congestion.  

In addition, although not expressly mandated by FPA Section 216, it is also appropriate that the 2009 Congestion Study consider projected or potential congestion. Any actions to address congestion are necessarily forward looking, and the 2009 Congestion Study may consider reasonably likely future risks of significant and harmful congestion in order to inform interested parties and also to identify issues and geographic areas that may require monitoring or attention gong forward.  However, projected or potential congestion should not be a basis for concluding that there is a problem requiring any extraordinary federal action, unless the projected congestion has a high likelihood of occurring within a reasonably immediate time frame, is not already being effectively addressed by state, regional or other processes, and is sufficiently clearly defined as to the location of the problem and its solution. 

We note that the 2006 Congestion Study and subsequent designation by DOE of a NIETC covering all of Southern California and part of Arizona emphasized projected congestion, including future congestion that might occur if renewable generation is ultimately developed in various, dispersed resource areas in and around Southern California, and if delivery of the resulting generation to market were to be stymied by a lack of existing transmission.  The CPUC and others in the West pointed out that such emphasis on potential future congestion and the associated “what ifs” was overly speculative regarding future congestion, overly broad in its geographic scope, and involves issues that are being addressed (and will be further addressed going forward) by Western state and regional processes, including California’s broadly based Renewable Energy Transmission Initiative (“RETI”).  We also note that the NIETC that was designated within Southern California does not follow the “source and sink paradigm” ostensibly adopted by DOE, and in fact could not possibly follow this paradigm since the dispersed, potentially developable renewable resources across and adjacent to Southern California do not constitute a specific “source,” let alone a source experiencing congestion whose location and solution can be identified. 

Thus, depending on the reliability and specificity of information, it could be useful for DOE’s Congestion Study to identify areas of potential future congestion.  However, DOE should be judicious and circumspect in its study, interpretation and conclusions regarding any such projected congestion. 
3. Reliability versus “Economic” Congestion

The term “transmission congestion” is typically used to refer to inability of limited transmission capacity to accommodate all power flows that are desired for economic purposes.  In contrast, when transmission capacity and available local generation are inadequate to reliably serve electric loads in a given area, this is typically referred to as a reliability problem rather than a congestion problem.

Reliability (even more than economics) is the primary concern of transmission system operators.  From the standpoint of a system operator, the reliability of a transmission system is not a question of the “amount” of transmission that is available; rather, it depends on the requirements of applicable reliability standards.  If congestion studies or related information identify specific reliability threats, this should be pointed out, because such threats clearly require action.  Accordingly, the 2009 Congestion Study needs to adequately separate its consideration of reliability from its consideration of economics.

The 2006 Congestion Study was harshly criticized on many fronts.  One of the most important points of criticism was that the 2006 Congestion Study did not properly distinguish between reliability and economics.  The 2009 study should remedy this flaw and should make a clear distinction between economic congestion and reliability. 

C. Focus on Interstate Congestion

FPA Section 216 is titled “Siting of Interstate Transmission Facilities.”  We emphasize this term, “interstate.”  Many parties participating in DOE’s 2006 Congestion Study process commented that DOE should focus on interstate transmission congestion, planning and siting issues, and/or that the place where federal involvement could be most effective and least counterproductive involved transmission crossing state lines.  The reasons for this are both logical and empirical.
Logically, the planning and siting of transmission lines runs into the greatest difficulty where multiple states are involved because of the multiple and possibly disparate planning and especially siting processes, as well as the potentially disparate or even conflicting interests of the different states and their citizens and business interests.  The classic example of this is where a transmission line would connect generation in one state to consumers in another state, possibly crossing public land, residential land, farm land, etc. in yet a third state.  Furthermore from the standpoint of logic, both planning and siting processes are most likely to be effective and to be coordinated with overall energy and environmental policies when a potential transmission project lies within an individual state.  In such cases, federal involvement is typically less necessary and could even be counterproductive.      

Looking at this empirically, we see the greatest likelihood of breakdown or inefficiency in transmission siting in the case of interstate projects.  Thus, when DOE’s 2006 Congestion Study identified congestion issues, which led to the designation of the NIETCs in the Northeast and Southwest, the specific, observable, quantifiable, source-to-sink congestion issues that were cited as the basis for the designations (as opposed to more speculative and diffuse potential future congestion) largely involved interstate transmission issues, such as the transmission paths between the desert Southwest and Southern California.

Accordingly, in the upcoming 2009 Congestion Study, DOE should follow logic and empirical evidence, and should focus most strongly on interstate transmission congestion issues and siting obstacles.  This is not to say that intrastate issues should be entirely ignored, but they should not receive more attention than they warrant.  However, unlike in the 2006 Congestion Study, DOE should explicitly account for the existence of intrastate processes and priorities (for both transmission and resources) that are already in place and addressing intrastate transmission needs and congestion risks.   

Similarly, in the 2009 Congestion Study, DOE should pay only limited attention to localized congestion issues and siting obstacles.  In the West, as was suggested by the 2006 Congestion Study, such localized issues typically involve getting power into dense inner urban load centers, often using transmission facilities at lower voltages and shorter line lengths, relative to the rated paths that are generally the main focus of congestion data and studies.  Moreover, the Congestion Study’s conclusions regarding such localized congestion are likely to be questionable.  For example, the 2006 Congestion Study’s conclusions with respect to the San Francisco Bay Area (which is of particular interest to the CPUC), were based largely on anecdotal, incomplete (sometimes out-of-date) and otherwise questionable or poorly vetted information.  

However, there is an even more important point to be made regarding efforts to identify congestion at the local level with a fine degree of granularity.  The point is that even where such congestion is real, it is less likely to be either well illuminated by DOE’s study or to be effectively addressed by extraordinary federal action (such as by the designation of a NIETC) except in correspondingly extraordinary circumstances.  First, such situations typically involve reliability issues (i.e., getting power to loads regardless of the power’s source) rather than economic issues.  Studies of the kind that DOE conducted in 2006 and is contemplating for 2009 are unlikely to be able to address such issues in a targeted or effective manner. 

Second, such localized congestion issues situations typically involve highly localized circumstances in terms of geography and land use (e.g., peninsulas, bays, rivers, densely populated urban or suburban areas, very confined transmission siting options, etc.) as well as the associated political and socioeconomic complications.  In such cases, the designation of a meaningful corridor (in terms of size and location) would necessarily be arbitrary, and federal siting intervention and/or preemption (including eminent domain) are of questionable value and would almost certainly aggravate, rather than ameliorate, a complicated situation.
Third, the responsible utility/ies and transmission system operator/s in such areas, who are obligated to provide reliable electric service to their customers, will in almost every case already be addressing such localized problems once they have been identified.  It is questionable whether DOE would be able to provide much value added in such circumstances.
Fourth, such situations almost always involve local reliability concerns that are amenable to a number of non-wires solutions, including but not limited to the siting of new generation (large scale or distributed) within the load pocket as well as a wide variety of demand-side measures.  Neither the availability nor the cost-effectiveness of such alternatives to transmission would be well, or even adequately, addressed in a DOE Congestion Study.  

For all of the above reasons, DOE should be especially meticulous and judicious in any efforts in the 2009 Congestion Study to look at congestion at the granularity of local areas.  However, if DOE does identify a particular local area where it feels a need to pursue such a study, that study must be done in a far more systematic and comprehensive manner than was done for the 2006 Congestion Study.  Finally, any conclusions that DOE may reach regarding any such localized congestion must be tempered by a scrupulous consideration of the points made just above.  In any event, we strongly suspect that it will be an inefficient use of resources – indeed, counterproductive -- for DOE’s 2009 Congestion Study to take an aggressive or prescriptive approach towards such local congestion problems and/or to recommend a federal role in addressing them.    

D. Consideration of On-Going Activities that Address Congestion


In conducting the 2009 Congestion Study, DOE needs to expressly recognize whether either historical or projected congestion is already being addressed by existing state or regional processes.  Moreover, such recognition needs to be explicitly incorporated in the Congestion Study’s assumptions and conclusions.

The primary reason that we, as a society, have built large scale transmission lines is to deliver electricity from a source to a sink.  The location of the sink relative to the source will dictate the amount of transmission needed.  Since large transmission lines are expensive to build, the decisions about building them will be predicated upon considerations of system reliability and economics.  State and regional processes are best suited to evaluating the need for large transmission projects and for looking at all possible economic options, including local generation, demand response and other demand side resources.  Moreover, the mere fact of adding new transmission does not necessarily reduce overall congestion.

California is well aware of this range of options and is well on its way to solving its own congestion problems through various plans and initiatives.  The CAISO has established a new, open and transparent Transmission Planning Process (“TPP”) pursuant to FERC’s Order # 890.  The CAISO also recently submitted (and FERC has recently approved) an innovative Generator Interconnection Process Reform (“GIPR),
 which is intended to significantly speed up the process of identifying the transmission system upgrades needed to interconnection tens of thousands of megawatts of new generation within the state.  These planning processes are transparent and ongoing.  Both the TPP and the GIPR are cyclical processes, with regular time windows for submitting project and study requests available to anyone, regardless of their identity or role within the electricity industry.

 
Another element of the successful transmission infrastructure development process in California is the cost allocation methodology applicable to the CAISO’s Participating Transmission Owners (“PTOs”).  The cost for all transmission operated by the CAISO is allocated to all PTOs within the CAISO control area.  From the financial standpoint, an organization that builds new, approved transmission within the CAISO footprint is essentially guaranteed full cost recovery with virtually zero risk.  There are a number of major new transmission projects that have been approved or are actively in the siting process in California, especially in Southern California.  These include the Devers Palo-Verde 2, Sunrise, Tehachapi, and LEAPS projects.  These projects are aimed at adding capacity, relieving congestion, and interconnecting remote renewable resources.  These efforts in California must be explicitly acknowledged in DOE’s 2009 Congestion Study.   


California is also highly proactive in the implementation of energy efficiency, distributed generation and demand side resources.  Accordingly, the 2009 Congestion Study cannot and should not make any findings regarding congestion within California without acknowledging and considering the benefits and the effects of the following programs. 

· From 2006 – 2008, California utilities were authorized to invest $2 billion in energy efficiency programs.  The expected results will show avoided energy costs well above the $2 billion invested.  This program will have the long-term benefit of reducing energy demand and, in turn, reducing existing transmission congestion.  As a side benefit, these energy efficiency programs will also reduce the amount of greenhouse gases that are released within the state.  

· California investor-owned utilities manage demand response (“DR”) programs subject to CPUC direction.  Current estimates show that approximately 1,700MW of emergency-triggered demand response and approximately 1,100 MW of price-responsive demand response have been enrolled in the program.  While this amount of DR is modest, we anticipate more and more DR resources to become available every year.  However, even a modest amount of enrolled DR resources will reduce demand and reduce stress on the transmission grid.  

· California is also highly proactive in connection with the implementation of solar photovoltaic (“PV”) technology.  The California Solar Initiative (“CSI”) (also known as the “Million Solar Roofs” program) is nationally renowned.  This program is actively encouraging the installation of solar PV units throughout the state by the use of financial incentives.  Most of these installations will take place within existing load pockets, which will, in turn, reduce demand and reduce stress on the transmission grid, especially during the peak summer hours when the sun shines brightest in our state.  By the end of 2008, California hopes to have approximately 400MW of installed solar PV by virtue of the CSI, with increasing amounts of solar PV to be installed in future years. 


The RETI process is another outstanding example of California’s proactive approach to meeting its energy needs through a conscious and well-planned effort to expand reliance on renewable energy.  RETI will identify and rank developable renewable zones in California and the transmission projects needed to deliver those resources to load.  This identification process is being conducted through an open, collaborative process, co-led by the CPUC, the CAISO and the California Energy Commission (“CEC”), with multiple private and public sector and public interest stakeholders all playing an active role.  The Competitive Renewable Energy Zones (“CREZs”) identified through the RETI process will be ranked based on a number of key factors, including economics and reliability.  The first phase of the RETI process, in which CREZs are identified and ranked, is now essentially complete.  The Draft Report on this first phase is available on the CEC’s website.
 


DOE should accordingly allow for the RETI process to unfold and should explicitly acknowledge this process in the 2009 Congestion Study.  Since the RETI process is open, DOE may observe, and even participate in it.  The RETI process will address/identify priority renewable energy projects and the needed transmission to access those projects on or through federal land.  DOE can contribute positively to this process, as well as fulfill its federal agency coordination responsibility under FPA Section 216(h), by facilitating the approval by federal land use agencies of the permits needed by RETI-identified priority facilities, such that the best renewable energy zones in California can be developed in a timely fashion.     


In addition to the RETI process in California, there are other, similar renewables-related transmission planning activities in the West that DOE needs to pay attention to and acknowledge in the 2009 Congestion Study.  As noted above, WECC, through its TEPPC committee is deeply involved in West-wide transmission planning.  In addition, under TEPPC, there are several stakeholder-driven sub-regional transmission planning groups, including West Connect, Northern Tier Transmission Group and Columbia Grid.  On top of this, earlier this year, the Western Governors Association (“WGA”) launched a Western Renewable Energy Zone (“WREZ”) initiative.  The WREZ initiative parallels the efforts being undertaken under the California RETI and applies it to the entire Western Interconnection.  Again, DOE needs to take all these of processes and initiatives in the West into consideration as it prepares the 2009 Congestion Study.    


Again, state and regional processes, including but not limited to those described just above, are the optimal vehicles for looking at all reasonable and feasible options to address transmission congestion and to meet state energy policy goals.  Accordingly, DOE should not interfere with these current efforts in California and the West, but rather should acknowledge and rely on these current efforts in the analysis that will be incorporated into the 2009 Congestion Study.

New transmission, in and of itself, is not the answer to existing or anticipated future congestion, although it may well be an important part of that answer.  Rather, a basket of different electric energy-related services, including new transmission, demand side resources and distributed generation, will provide the optimal and most cost-effective solution to the problem of economic transmission congestion that the 2009 Congestion Study is intended to address.  The bottom line for all of us, at the federal, regional, state and local levels is to keep the transmission grid reliable and for electricity to be delivered to end users at the lowest reasonable cost.

To accomplish this big picture goal, a certain amount of transmission congestion may be acceptable, and even reasonable, if the net economic result is “least cost and “best fit.”  In this regard, DOE needs to recognize that if all transmission congestion is eliminated, the transmission system could well be “gold-plated,” to the overall financial detriment of those, both residential and commercial customers, who pay electric bills. 
///

///     

E. New Transmission Does Not Necessarily Improve System Reliability

While recognizing the importance of reliability problems, the CPUC Staff urges DOE to exercise caution in characterizing reliability-driven congestion problems, and, particularly, in considering the need for extraordinary federal involvement, such as is provided under FPA Section 216, to address such problems.  Reliability problems are generally geographically localized and driven by particular local circumstances constraining transmission and/or generation development.  Furthermore, localized reliability problems typically require specialized electrical studies beyond what is likely planned or possible for DOE’s 2009 Congestion Study.
Important solutions to such problems will often include localized non-transmission solutions involving generation and demand-side measures.  Additionally, important reliability problems are typically already being addressed by intensive assessment and planning at the state and local levels. Therefore, DOE should not shy away from calling attention to congestion having reliability implications, but should refrain from concluding that extraordinary federal action or the designation of NIETCs are warranted to address such problems.  In this regard, CPUC Staff would point DOE to a recently enacted California statute that requires the CPUC to consider cost-effective alternatives, including  energy efficiency, ultraclean distributed generation and other demand reduction resources,
///

///

///

to proposed new transmission facilities before it approves such facilities.
  

DOE should also recognize that building new transmission does not, by itself, necessarily improve reliability.  The reliability of a transmission line or of a transmission system is directly related to applicable reliability standards.  The stricter a reliability standard is, the more reliable the line or the system must be.  Adding more lines to a transmission system doe not necessarily do anything for reliability as such.  New transmission lines will be subject to the same reliability standards as existing lines.


Moreover, some reliability problems may be localized (e.g., the San Francisco peninsula).  These problems are already recognized by the relevant utility and the transmission system operator, and are being actively addressed by existing processes.  Such problems are reflective of local issues, and they will not be constructively addressed by federal action (including NIETC corridor designation).

Accordingly, where observed or projected congestion does reflects a reliability threat, and that threat is already being recognized and treated as a high priority local/state/regional project, then focusing on it in a national congestion study is unnecessary, unless the “project” that will solve that problem is blocked or delayed, in which case the Congestion Study’s treatment of the problem should reflect the actual nature of the blockage or delay.  In other words, the DOE shouldn’t use a meat cleaver when a scalpel is the correct tool to solve the problem. 


Finally, even reliability raises the issue of cost.  Reliability is the most important issue to system operators, but there are cost limits to the amount of reliability that society is willing to pay for.  We know that building more transmission will increase costs to ratepayers, and, as noted above, new transmission lines do not necessarily improve system reliability.  The 2009 Congestion Study should therefore explicitly consider the question of when congestion is significant enough on a cost basis to justify building a line if there is no reliability problem that the proposed line will address.

F. NIETCs versus State Energy Procurement Priorities
Unless there is, as a factual matter, inadequate transmission to bring reliable electric supply of any kind to a load center, congestion is ultimately a question of economics and/or public policy.  Economic congestion adversely affects consumers by significantly reducing access to generation that is valuable either because of its low cost or because of other beneficial attributes, such as low emissions or renewable fuel supply.
The identification of  “significant” economic congestion that requires some form of action to protect consumers from unnecessary, excess electricity costs involves the identification of valuable generation sources or locations (“sources’’) whose access to load centers (“sinks”) is impaired.  If such generation does not yet exist, then society is faced with potential congestion that will only become actualized if and when the generation is actually developed, and the development of the transmission necessary to access that generation experiences siting obstacles or is otherwise blocked. 

As noted in section B.2 above, it can be worthwhile to call attention to potential future congestion, but such potential congestion should not warrant consideration of extraordinary federal action unless the projected congestion has a high likelihood of occurring within a reasonably immediate time frame, is not already being addressed by state, regional or other processes, and is sufficiently clearly defined as to the location of both the problem and the solution.  Where such potential congestion involves access to high value future generation that is not yet developed, extraordinary federal action, such as the designation of a NIETC, should not even be considered unless the development and procurement (by load serving entities) of that future generation is imminent and clearly identified, and the access to such generation is not being addressed by effective state, regional or other transmission planning processes. 

In keeping with these principles, DOE’s 2009 Congestion Study may usefully identify circumstances where desirable generation may develop and may face transmission obstacles, but, unless specific generation sources and areas have reached the status of high likelihood and high priority in terms of development and procurement, the scope of the information provided in the Congestion Study regarding such future developments should be limited to a generic discussion of potential circumstances and should refrain from making any suggestion of the need for extraordinary federal action.
In other words, the Congestion Study should not assume, anticipate or attempt to set generation development and procurement priorities for states or regions.  Neither should the Congestion Study assume that “some” of the generation within a broad area is likely to be developed to a substantial degree, such that the whole area represents a “significant” potential congestion problem for which extraordinary federal action should be considered.  Rather, the likelihood and priority of developing and procuring a specific generation source or group of sources must be well established, outside of DOE’s Congestion Study (which is not intended to, and does not, set generation development and procurement priorities), before any extraordinary federal involvement should ever be considered, much less recommended.  

The egregious example of DOE’s overstepping its bounds in this regard following upon the 2006 Congestion Study was DOE’s designation of a NIETC covering some 49,000 square miles of Southern California (an area larger than Pennsylvania).  This designation was based largely on DOE’s identification of various renewable resource areas within which future valuable generation might be developed.  The actual or likely potential desert Southwest-to-California congestion that was specifically addressed in the 2006 Congestion Study could have been resolved by a transmission corridor covering a much smaller area. 

The question of which renewable resource areas in Southern California and nearby parts of adjacent states will ultimately be developed, and the amount of new transmission needed to access those resources is being actively addressed through California’s well organized and collaborative resource procurement and transmission planning processes, including the RETI process discussed above.  Under the circumstances, DOE cannot justify, and should not seek to take, extraordinary federal action -- let alone NIETC designation – to address a perceived inadequacy in California’s resource priority or transmission planning efforts.  Rather, in this and similar cases, DOE should defer to the effective collaborative processes taking place on state and regional levels and should refrain from taking actions that are unnecessary and are likely to be counterproductive.
CONCLUSION

CPUC Staff respectfully requests that DOE carefully consider the foregoing comments as it moves forward to develop the 2009 Congestion Study.  
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