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OVERVIEW

In response  to the  ACC Sta ff" s  Draft Report, Converge  agrees  tha t it is  e ssentia l
to have  a  hea lthy wholesa le  e lectricity marke t in order to reduce  infras tructure  burdens
and keep ra tes  low. Moreover. Converge  agrees  tha t merchants , deve lopers , and others
need to have  confidence  tha t resource  acquis ition is  fa ir, transparent, and non-
discrimina tory. Converge  a lso agrees  with the  approach to adopt recommended bes t
practices  to address  the  major issues  in resource  procurement, and tha t RFP solicita tion
should be  the  prima ry re source  a cquis ition tool. Spe cifica lly, Conve rge  through na tiona l
experience emphasizes that the  use  of RFPs is  essentia l to enable  the  resource  potentia l to
be  more  fully deaned, as  utilitie s  have  expended few resources  to identify the  types  and
amounts  of resources  tha t a re  ava ilable , pa rticula rly to address  comparability in the
procurement of demand-side  resources. This  is  needed to address  the  legacy of bias
aga inst demand-s ide  resources  tha t has  exis ted for many years  in the  U.S . utility industry.

The RFP Proces s  Propos ed

While  Conve rge  agree s  with the  dra ft report tha t an ove rly pre scriptive  solicita tion
scheme is  not advised, the  exceptions to the  RFP process that are  offered seem to enable
utilities  to purchase  power supplies  when demand s ide  resources  may be  more  cost-
e ffective . The  exceptions  do not address  crite ria  such as , to the  extent poss ible , lea s t-
cost, b e s ljit for any resource  added. Such crite ria  a re  in the  public inte res t, a re  a imed a t
ensuring nondiscrimina tory trea tment, and would provide  additiona l important guidance
in procurement when RFPs are  not used.

The  recommended best practices  for procurement (Appendix 1), likewise , do not address
the  ba s ic crite ria  of le a s t-cos t, be s tjil tha t a re  critica l to, a s  previously expla ined, ensure
tha t merchants , deve lopers , and others  have  confidence  tha t resource  acquis ition is  fa ir,
transparent, and non-discrimina tory. Leas t-cos t is  bas ic to a ll re source  acquis ition for
e lectricity, and best-tit is  the  basic approach to ensure  tha t the  resource  tha t is  needed is
used in the  correct applica tion (e .g., for super-peak needs).

On its  face , the  recommended best practices  for procurement appear to indica te  tha t only
supply-s ide  re sources  should be  cons ide red. This  is  contra ry to the  growing knowledge
tha t long-te rm fully-outsourced Demand Response  and Energy Efficiency (DR/EE)
contracts  can be  more  compe titive  than many supply-s ide  options . Conve rge  specifica lly
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competes  to provide  a lte rna tives  to super-peaking Combustion Turbines , through long-
te rm DR/EE contracts , which a lso reduce  the  need for transmiss ion and dis tribution
system investments .

In a ddition, this  ra ise s  the  compa ra bility que s tion, which is  re la te d to discrimina tion in
procure me nt, how will utilitie s  prope rly va lue  DIUEE whe n it de fe rs  or e limina te s  the
need for e lectric genera tion as  well as  defe rs  or e limina tes  the  need for transmission and
dis tribution fa cilitie s?  Accordingly, Conve rge  re comme nds  tha t the  "P rocure me nt
Methods" (Appendix A) be  amended to add language  to section l. D a s  follows:

D. Bila te ra l contra cts  with non-a ffilia te d e ntitie s, based on least-cost, best fit, and
to comparably consider demand side  resources as  well as  supply-side  resources.

Fina lly, Converge  supports  the  use  of an independent monitor as  proposed, but suggests
tha t additiona l language  be  added rega rding the  "Independent Monitor" to section 6 in
Appe ndix l, a s  follows :

6. The  independent monitor should provide  reports  (a t leas t monthly) to
Commission Sta ff throughout the  RFP process , including an assessment oft re
comparability and fa irness  of demand-s ide  procurement.

In summary, we  recommend the  following be  included in the  recommended bes t
pra ctice s  for procure me nt (Appe ndix l):

La ngua ge  tha t s upports  b ila te ra l contra cts  ba s e d on le a s t-cos t, be s t fit,
pa rticula rly to e mpha s ize  compa ra bly be twe e n de ma nd-s ide  a nd supply-s ide
resources.
An inde pe nde nt monitor for re source  procure me nt tha t is  a lso re spons ible  to
pe rform an a sse ssment of the  comparability and fa irness  of demand-s ide  and
supply-s ide  procurement.

Conve rge  g re a tly a pp re c ia te s  the  oppo rtun ity to  o ffe r s ubs ta n tive  inpu t on  the
Commis s ion's  dra ft re port on re s ource  procure me nt us ing the  RFP  proce s s , a nd we
res ta te  our continued inte res t to work with the  Commiss ion and its  s takeholde rs  on this .


