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The second revised straw proposal, posted on October 16, 2018, as well as the presentation discussed
during the October 23, 2018 stakeholder meeting, may be found on the Storage as a Transmission Asset
webpage.

Please provide your comments on the second revised straw proposal topics listed below, as well as any
additional comments you wish to provide using this template.

Cost Recovery Mechanism
The ISO has proposed three alternative cost recovery mechanismsin the straw proposal:
1. Full cost-of-service based cost recovery with energy market crediting
2. Partial cost-of-service based cost recovery with no energy market crediting
3. Full cost-of-service based cost recovery with partial market revenue sharingbetween
owner and ratepayer

Additionally, the ISO envisions two potential scenarios for option 1: Direct assigned SATA
projects and 2) whenthe project sponsorbids into TPP phase 3 competitive solicitation process,
selectingthisoption. The ISO has proposed the rules governing SATA biddingand cost recovery
eligibility would differslightly between these two scenarios. Please provide comments on these
three options, including the two scenarios underoption 1 and any other options the ISO has not
identified.
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Comments:

Generally, NextEra Energy supports cost recovery options that encourage competition for the
benefitof ISO customers and incentivize SATA ownersto maximize market revennues, and thus
potential customer savings.

In particular, NextEra Energy cautiously supports CAISO retention of Option 2 (considered for
eliminationinthe last proposal version). Onthe one hand, since Option 2 leavesthe seller
partly at risk for market revenues, the option offers bidding flexibility that has the potential to
benefitratepayers. SATA sellers, forexample, may be willingto assume some level of market
risk through an Option 2 offerand, to the extentthat they are, the risk and cost to ratepayers
could be less. Recent market resource competitive solicitations forenergy storage can be
instructive inthis area. Some off-taker contracts provide only Resource Adequacy (RA) to the
buyer, and/or require buyer control at specified times; otherwise, the seller can participate in
the market as desired.

On the other hand, NextEra Energy concurs with the CAISO’s observationthat for Option 2 to
have value to ratepayers, bidders must assume reasonable levels of expected market revenues
to avoid distortingthe competitive process, while also safeguarding project viability.
Accordingly, the CAISO must ensure bids meet the threshold of reasonableness, butin so doing,
this element would seemtoimpose on the CAISO additional complexity and administrative
burden.

NextEra Energy does not have an opinionabout whetherincumbenttransmission providers
awarded a non-competitive (“direct assignment”) SATA contract should have a Must-Offer
Obligation, eventhough they would be limited to Option 1. However, NextEra Energy notes
that such entities would have to recover, not only general operation and maintenance costs
caused by incremental market participation, but also some kind of compensation for asset
replacementto meetthe contract term, given degradation of some technologies from the
additional dispatch.

NextEra Energy also recommends the following:

e Better examination of the definition of “market revenues” to be shared under Options 2
and 3. The last proposal version would have used the bid-LMP difference (forsalesand
purchases), while this proposal would simply net full market revenuesforsalesand
purchases over the month. This new proposal should be furtheranalyzed, including realistic
examples, and compared to the methodology underthe prior proposal.

¢ Allowance of other optionality in SATA proposals, such as cost caps, minimum revenue
guarantees, and/or revenue sharingagreementsin order to maximize consumer savings.
While these features may increase the complexity of the ISO TPP Phase 3 competitive
analyses, the additional optionality may provide additional benefitsto ratepayers. If time
does not permitinclusion of these featuresinitially, the ISO should work to refine the
assessmentmethodology to allow them inthe future.
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Options in the event of insufficient qualified project sponsors

The ISO proposal would require all SATA projects sponsors to also submita full cost-of-service
bid as describedin option 1, above. This bid would to be usedin instances when there is fewer
than three qualified project sponsors.

Please state your organization’s position as described in the Second Revised Straw Proposal
(support, support with caveats or oppose). If you support with caveat or oppose, please further
explainyourpositionand include examples.

Comments:

NextEra Energy fully supports this proposal, which is the same structure it suggestedin
comments on the last proposal version.

NextEra Energy also support the ISO’s deletion of other options that might have appliedif there
is insufficient marketinterest— namely, requiring a set percent of total TRR recovery before any
market revenuesbe could be retained by the projectsponsor, limitingthe total allowable
market revenue retentionto a fixed percent of the total annual TRR, or “limitingthe revenue
splitto no more than 50-50.” These were arbitrary restrictions that should not be necessary
with the contract terms and safeguards discussed below.

Contractual Arrangement
The ISO proposesto establish defined three contract durations: 10, 20, and 40 years.

Additionally, the ISO has eliminated its previously proposed TRR capital credit in favor of
contractual requirements for maintenance of the resources.

Please provide comments on these two modificationstothe ISO’s proposal, stating your
organization’s position as described in the Second Revised Straw Proposal (support, support
with caveats or oppose). If you support with caveat or oppose, please further explainyour
positionand include examples.

Comments:

NextEra Energy supports the ISO’s proposal to develop a new agreement with SATA resource
owners that both incorporates applicable and relevant Participating Transmission Owner (PTO)
requirementsand clearly outlines the process for determiningwhen SATA resources can
participate in competitive markets.

NextEra Energy understands the ISO’s need to consider limiting the choice of contract terms at
this time, giventhe somewhat limited varieties of typical SATA technology today, and it
supports the proposedthree terms initially. However, the ISO should work to develop an
analysis framework that could considerany potential useful life —e.g., where a SATA resource
guarantees a higher level of market revenues and thus wishesto bid with a lowerasset life.
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NextEra Energy fully supports replacement of the Transmission Revenue Requirement (TRR)
credit mechanism previously proposed with contractual requirements for maintenance of the
resource. These contracts shouldalso include non-performance penalties, appropriate market-
participationincentives, and sellerreporting requirementsforoperation, maintenance, repair,
replacementand actions, and also expected remainingassetlife.

Market Participation
The ISO has proposed that a SATA resource will be provided notification regardingits ability to
participate in the market prior to real-time market runs, but after the day-ahead market closes.

The ISO will conduct a Load based SATA notification testto determine aSATA resource’s
eligibility to participate in the real-time market.

Please state your organization’s position as describedin the Second Revised Straw Proposal
(support, support with caveats or oppose), includingany alternative proposals. If you sup port
with caveat or oppose, please further explainyour positionand include examples (please note
that any alternative proposals should be specificand detailed).

Comments:

General comments

NextEra Energy supports the proposed framework generally, including daily notice where SATA
market participation will be allowed, exemption of SATA bids from Local Market Power
Mitigation (LMPM), and use of Exceptional Dispatch (ED) if the SATA is unexpectedly needed as
transmission and the commitment or dispatch must be modified intra-day.

However, if a SATA is recalled from market participation (through an ED or otherwise), the ISO
should ensure that the SATA ismade whole,i.e.,isnot liable for imbalance or other charges for
not following the regular market dispatch. NextEra Energy recommended this protection inits
comments on the prior proposal, and it continuesto believe that this feature isneededif the
ISO can unexpectedly reassert operational control over the SATA for transmission purposes.

Market participation determination for reliability-driven SATAs

With respect to the timing of the market-participation notice to the SATA owner, NextEra
Energy continuesto believe thatthe ISO shouldimplementthe market-participation
methodology and timing alternative that is easiest to manage and consider further refinements
at alater date. The Proposal states that thisis the “Day Ahead” (DA) option,i.e., the option
that uses DA market results to determine transmission need forthe SATA and, therefore, does
not allow for SATA participation inthe DA Market.

However, given the potential benefits of allowing SATA participationin the DA Market (e.g.,
possible Ancillary Services salesand revenues), NextEra Energy believesthatthe GridBright
proposal should be seriously considered —i.e., to increase the proposed 10% operational
margin that would be used in determiningthe transmission need for the SATA, to a level that
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might make ISO operators comfortable with the earlier notice underthe prior “Day + 2”
proposal.

Market participation determination for other SATA resources

NextEra believesthatthe ISO should consider a second phase of thisinitiative to examine,
among other things, how the ISO would determine the daily need for transmission service for
policy-drivenand economic SATA resources. This issueis not addressed at all in the current
proposal. (That second phase could also further considerthe issue of shared resources — please
see NextEra Energy’s discussion under “Other” below.)

Market notices for SATA market participation notices

NextEra Energy supports the ISO’s proposal to share widely the SATA market-participation
notice, so all Market Participants have access to thisimportant information. That issuance to
the rest of the market should take place at the same time the notice is provided to the SATA
owner.

Consistent with FERC Policy Statement

The ISO believes the revised straw proposal is consistent with the FERC Policy Statement.
Specifically, that the straw proposal does not inappropriately suppress market prices, impact
ISO independence, norresultin double recovery of costs.

Please state your organization’s position as described in the Second Revised Straw Proposal
(support, support with caveats or oppose). If you support with caveat or oppose, please further
explainyourpositionand include examples. If you oppose, please clarify why and how the ISO
might address thisissue.

Comments:

NextEra Energy believesthatthe ISO’s proposed SATA methodology is consistent with FERC's
policy statement.

Draft final proposal meeting or phone call

The stakeholder meeting forthe second revised straw lasted approximately 2.5 hours. As a
result, the ISO requests stakeholderfeedback regardingwhetheran in-person meetingis
necessary for draft final proposal or if a stakeholder phone call will allow the ISO to adequately
address the remainingissuesin the draft final proposal.

Please state your organization’s position as described in the Second Revised Straw Proposal
(support, support with caveats or oppose). If you support with caveat or oppose, please further
explainyour position and include examples.

Comments:
NextEra Energy has no position on this question generally. However, as noted below, the

“partial resource” issue still requires further consideration, and the ISO should use whatever
meetingformat would best allow for discussion of that important issue.
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Other
Please provide any comments not addressed above, includingany comments on process or
scope of the Storage as a Transmission Asset initiative, here.

Comments: NextEra Energy offersadditional comments on the issues below.

Partial resources and shared facilities

This issue requires more consideration than it has receivedinthis initiative —e.g., through the
proposed additional initiative phase discussed above. The ISO has said that it will contract only
for capacity needed, and that the contracted resource must have itsown Resource ID (i.e.,
cannot be a share of a larger resource). However, the CAISO should be more specific —
includingexamples—about how it intends to apply this concept.

This additional informationis neededin particular for resources (like pumped storage) where
the likely size of the resource overall may require extensive shared facilities. (NextEraEnergy
notes that pumped-storage resources are mentioned specificallyinthe tariff as “integration
resources” and, therefore, could be particularly appropriate for use as SATA policy-driven
transmission substitutes.)

Specifically, the ISO should address these questions explicitly:

e Revenue recovery for generation tie-lines or substations (or other Interconnection
Facilities) needed by a SATA but shared with market resources, e.g., allowingrecovery in
TAC as long as the entities sharing the resource cover their incremental costs

e How this provision would apply to pumped storage facilities (e.g., separate Resource ID
requirement), if the capacity of one or more turbines, but not all of them, could serve as a
SATA.

ISO Operational Control

As notedin NextEra Energy’s comments on the last version of the proposal, the proposal should
state clearly the definition of “operational control” that would apply to SATAs. The ISO has said
that itwill not operate SATA assets directly but will define operational control as an obligation
to follow ISO directions regarding the asset State of Charge, similarto the tariff definition of
Operational Control for transmission assets:

“The rights of the CAISO underthe Transmission Control Agreementand the CAISO Tariff to
direct Participating TOs how to operate their transmission lines and facilities and other
electricplant affecting the reliability of those lines and facilities for the purpose of
affording comparable non-discriminatory transmission access and meeting Applicable
Reliability Criteria.”

NextEra Energy supports application of this definition to SATAs and believesthatit should be
specifically stated in the final proposal and associated tariff language.
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No GIDAP

The ISO has said that SATA resources need not go through the generator interconnection
process but will be studiedin the TPP (and modeledinlater generatorinterconnection studies)
as a transmission addition. However, bids can be made for assets alreadyin the queue.

NextEra Energy continuesto support this provision and agrees that SATA resources — like other
transmission solutions —should not go through the generationinterconnection process. Unless
the ISO identifies any specificreason otherwise, no additional studies beyondthose in the
Transmission Planning Process should be needed.
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