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This Response to the Petition of the Independent Energy Producers 

Association for Modification of Decision 10-03-021 Authorizing Use of Renewable 

Energy Credits for RPS Compliance (IEP PFM) is submitted by the Large Scale 

Solar Association pursuant to Rule 16.4 of the Commission’s Rules of Practice 

and Procedure.   

I. EXECUTIVE SUMMARY 

Decision 10-03-021 opens the TREC market in a measured way, without 

compromising the Commission’s important goal of building the RPS market 

primarily with long-term bundled RPS transactions.   While LSA supports the 

Commission’s decision, IEP’s proposals would reasonably increase the scope of 

transactions that could be used for renewable portfolio standard (RPS) 

compliance and enhance regulatory certainty. 

IEP, while generally enthusiastic about the TREC market, submits that the 

Decision will cool the renewables market and create regulatory uncertainty.  In 

addition, IEP argues that the REC-only and bundled transaction definitions ignore 
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the “commercial realities” of electric delivery transactions.  IEP offers two 

solutions: increasing the category of “bundled” transactions to include 

transactions that rely on firm transmission and conducting a review of the Least 

Cost Best Fit (LCBF) methodology.   

In large part, IEP’s proposed modifications fall reasonably within the scope 

of refinements, not changes, to D.10-03-021.  LSA thus supports IEP’s proposal 

to include additional transactions within the definition of bundled transactions.    If 

(a) the energy and RECs are sold by the generator under a single contract and 

(b) the transaction uses firm transmission and meets the proposed criteria, the 

transaction should receive a “bundled” rebuttable presumption. These 

transactions, which include two of IEP’s three proposals, offer a reasonable 

degree of certainty that the energy will be used to serve California load. 

Transactions using nonfirm transmission, however, leave greater uncertainty that 

the energy will not actually serve California load.  IEP’s proposal to treat these 

transactions as bundled should be rejected.  

Beyond addressing the explicit REC program issues, IEP addresses the 

issue of LCBF methodology.  As IEP suggests, there are undercurrents in the 

TREC debate that may be best addressed through modification of the LCBF 

methodology.  LSA supports IEP’s list of potential attributes to include in the 

LCBF analysis, as well as IEP’s proposed September 2010 deadline for 

implementation of LCBF changes.   
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I. THE COMMISSION SHOULD ADOPT A NARROWER VERSION OF 
IEP’S PROPOSED MODIFICATIONS TO THE “BUNDLED” 
TRANSACTION DEFINITION.   
 
A. IEP Seeks to Establish a Rebuttable Presumption Classifying 

as “Bundled” Certain Transactions Classified Today as “REC-
Only”. 

 
In its PFM, IEP recommends establishing a rebuttable presumption that 

certain transactions classified by the Decision as REC-only will count as bundled. 

Those transactions are (1) “real-time delivery using firm transmission;” (2) “firmed 

and shaped transactions using firm transmission;” and (3) “firmed and shaped 

transactions using nonfirm transmission.” 1  IEP asserts that with the specified 

requirements, a rebuttable presumption is warranted since the contracts would 

result from Commission-approved RPS solicitations and would be subject to the 

RPS statute’s delivery and eligibility requirements.  According to IEP, “[c]reating 

this rebuttable presumption properly treats these types of transactions as 

bundled transactions unless there is evidence to the contrary, and helps ensure 

that functionally equivalent resources from an electrical perspective are treated 

similarly in the implementation of the California RPS.” 2

IEP cites several arguments in support of creating this rebuttable 

presumption.  First, IEP argues that the REC-only and bundled transaction 

definitions adopted in D.10-03-021 have “overnight transformed the classification 

of numerous existing and prospective projects from bundled transactions to REC-

only deals, even though, under current California law, those projects had to 

demonstrate delivery of energy to California to qualify under the RPS eligibility 

   

                                                
1  IEP PFM at 16-17 
2  IEP PFM at 17 
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standards adopted by the California Energy Commission.” 3  Second, the newly 

adopted REC-only and bundled definitions combine with the 25% of APT TREC 

usage limit to create uncertainty for the IOUs regarding the eligibility of pending 

transactions to meet RPS requirements.   Next, IEP argues that the Decision 

ignores “the realities of the electric grid today, the means by which electricity is 

bought and sold, [and] the record in this case.” 4  IEP refers to the limited nascent 

state of dynamic transfer capability with the CAISO.  IEP also asserts that the 

Commission was misguided in relying on dynamic transfer capability to increase 

compliance flexibility when it set the 25% of APT TREC usage limit.  Finally, IEP 

asserts that the REC-only and bundled transaction definitions create 

“unnecessary inconsistencies with the RPS eligibility guidelines developed by the 

CEC.” 5

B. LSA Supports a Narrower Version of IEP’s Proposal.  

 

 
Decision 10-03-021 laid out a process by which the Commission and its 

Staff would examine the potential to include certain transactions relying on firm 

transmission in the bundled transaction category. 6

As a preliminary condition for any transaction to qualify as bundled, LSA 

submits that the energy and RECs must be sold under a single contract.  In 

  IEP’s proposal simply seeks 

to accelerate consideration of this issue and move the debate from informal 

workshops to a Commission decision.  LSA supports the Commission’s adoption 

of two of the three IEP proposals for designating transactions as bundled. 

                                                
3  IEP PFM at 4 
4  IEP PFM at 5 
5  IEP PFM at 7 
6  Decision 10-03-021 at 36-37. 
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addition, the sale of both products must be made by the generator.  With these 

two requirements, the Commission reduces the risk that the utility or the 

generator could substitute brown power deliveries from another generator for the 

renewable energy.  

Set in this context, IEP’s first proposal, the “real time delivery” transaction, 

has the characteristics of a bundled transaction.  To obtain the rebuttable 

presumption, the generator (1) must hold firm transmission reservations, (2) the 

transmission path must run from the generator to a California balancing authority 

(CBA); (3) the capacity must be sufficient to accommodate a generator’s 

nameplate capacity and (4) the transaction must have an e-tag trail 

demonstrating delivery of the energy generated by the facility into California.   

While there remains some risk that the energy would not be delivered to 

California, on balance this transaction looks more like a bundled transaction than 

a REC-only transaction.  LSA thus supports classifying these transactions as 

bundled. 

IEP’s second proposal, “firmed and shaped transactions using firm 

transmission,” similarly has the markings of a bundled transaction.  To obtain the 

rebuttable presumption, the generator (1) must hold firm transmission 

reservations, (2) the transmission path must run from the generator to a CBA; (3) 

the capacity must be sufficient to support delivery to a CBA within 90 days of the 

date energy is generated by the facility and (4) the transaction must have an e-

tag trail demonstrating that an equivalent amount of incremental energy was 

delivered to a CBA within 90 days of the date it was generated by the facility.  



Page 6 – LSA Response to IEP Petition for Modification of D.10-03-021 

Under this arrangement, there may be times when the generator will deliver 

excess renewable generation into the local market, and there may be other times 

when the generator delivers brown power to California.  On balance, however, 

this transaction again looks more like a bundled transaction than a REC-only 

transaction.  LSA supports classifying these transactions as bundled. 

IEP’s third proposal, “firmed and shaped transactions using nonfirm 

transmission,” begins to cross the line from bundled to REC-only.  This 

transaction differs from the previous two transactions in two important ways.  

First, the transaction does not require “firm” transaction or any “reservation” of 

transmission capacity; the generator need only show “the existence of sufficient 

transmission availability and import capacity to enable the delivery of renewable 

energy.”  Second, the transmission path is not necessarily from the generator to 

a CBA, and the transmission need only be capable of delivering “renewable” 

energy to a CBA – not specifically the generator’s renewable energy.  This 

transaction presents a much greater risk that the energy from the renewable 

generator might not be delivered to California, particularly because the generator 

has not committed to transmission.  For these reasons, LSA recommends that 

the Commission reject IEP’s proposal as it pertains to this third category of 

transaction.   
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C. LSA Supports IEP’s Proposal for Timely Review and 
Modification of the LCBF Methodology.   

 
According to IEP, the Commission should modify D.10-03-021 to set a 

deadline for reviewing the LCBF methodology of September 2010 “or as soon 

thereafter as practicable….” 7

IEP recommends expanding the LCBF criteria to “compare projects in 

terms of the multiple varieties of value that they potentially provide California 

customers.” 

   The Commission should adopt this proposal.   

8  The purpose of this expansion, according to IEP, would be to aid 

the Commission in assessing the value of transactions that include firming and 

shaping.  IEP states “[i]f the emphasis in bid evaluation is shifted to the value the 

transaction provides to California customers, then the form of the transaction – 

REC-only, bundled, firmed and shaped – will become less important.” 9

IEP identifies the following potential LCBF factors for consideration in the 

Commission’s review: 

 

 Proximity of delivery to time of generation; 

 Effects on California employment; 

 Local environmental benefits to California; 

 Geographic diversity; 

 Incremental effects on energy supply used to meet California 

demand; and  

 A demonstration that a REC is matched to the import of relatively 

“green” energy….  

                                                
7  IEP PFM at 20 
8  IEP PFM at 19 
9  IEP PFM at 19 
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LSA agrees that the Commission should consider these LCBF modifications and 

supports IEP’s proposal to establish a deadline of September 2010 to complete 

the review and implementation of these modifications. 

II. CONCLUSION 
 

For all of the foregoing reasons, the Commission should expand the scope 

of RPS bundled transactions in response to IEP’s Petition.  The Commission 

should:  

• Adopt a rebuttable presumption that “real time delivery” and “firmed 
and shaped transactions using firm transmission” as proposed by 
IEP are bundled transactions, provided that (a) the energy and 
RECs are sold by the generator under a single contract and (b) the 
transaction uses firm transmission and meets the other criteria 
identified by IEP. 
 

• Reject IEP’s proposal to include “firmed and shaped transactions 
using nonfirm transmission” as bundled. 

 
In addition, the Commission should act on IEP’s proposal to move forward 

expeditiously to modify LCBF attributes to ensure that the methodology accounts 

for factors that have been considered in the TREC debate.  

 
 

Respectfully submitted, 

 
                    /s/ Shannon Eddy 
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