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BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF CALIFORNIA

Application of PACIFIC GAS AND 
ELECTRIC COMPANY To Revise Its 
Electric Marginal Costs, Revenue 
Allocation, And Rate Design. 
______________ (U 39 M)_________

Application No. 06-03-005 
(Filed March 2, 2006)

RESPONSE OF PACIFIC GAS AND ELECTRIC COMPANY TO THE 
MOTIONS OF THE MARIN ENERGY AUTHORITY FOR PARTY STATUS 

AND FOR COMMENT PERIOD ON PROPOSED DECISION

Pursuant to Rules 1.4 and 11.1(e) of the Rules of Practice and Procedure of the

California Public Utilities Commission (CPUC or Commission), Pacific Gas and Electric

Company (PG&E) files this response to non-party Marin Energy Authority’s (MEA)

motions for party status and for a comment period for “all parties to this proceeding” to

respond to the Proposed Decision (PD) granting the unopposed Petition of PG&E, the

Division of Ratepayer Advocates (DRA), The Utility Reform Network (TURN), and the

Western Manufactured Housing Communities Association (WMHCA) (collectively 

Petitioners)- to Modify Decision (D.) 07-09-004 (Petition) with respect to the

Supplemental Settlement Agreement on Residential Rate Design Issues (Residential

Settlement). The Petition requests that the Commission adopt an Addendum to the

Residential Settlement to revise the method used to establish rate differentials among

residential electric rate tiers.

1/ The remaining signatories to the Residential Settlement in D.07-09-004 - Solar Alliance (now PV 
Now), Vote Solar, and California Solar Energy Industries Association (CALSEIA) - did not 
oppose the Petition.
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The ALJ should deny party status to MEA pursuant to Rule 1.4(c) because MEA 

has not explained why its untimely motion should be granted.- MEA has long known

PG&E would seek this modification to its residential rates, and knew this petition was

pending prior to issuance of the PD. Yet it did not seek party status until days before the

PD is to appear on the Commission’s agenda.

In the event the Commission grants MEA party status, it should deny its motion

for a comment period because MEA has not shown that it has anything new to offer on

the merits of the Petition. Petitioners, including TURN and DRA, merely seek to

conform PG&E’s residential rate design to the design that the Commission has already

considered and approved for Southern California Edison (SCE) and San Diego Gas &

Electric Co SDG&E). Further, MEA knew that such a Petition was forthcoming. In

2008 MEA’s consultant JBS Energy so advised it and concluded that PG&E’s new rate

design would not be a competitive problem for MEA. The Commission should proceed

to vote out this PD on April 8, 2010, as scheduled.

MEA’S MOTION FOR PARTY STATUS SHOULD BE DENIEDI.

MEA’s April 1, 2010, Motion for Party Status comes one week before the

Commission is scheduled to vote on Administrative Law Judge (ALJ) Fukutome’s PD

granting Petitioners’ unopposed Petition. MEA requests party status “in order to file a

motion requesting the right for all parties to submit comments (emphasis added)” on the

PD and because it “contemplates additional appropriate participation as an active party in

this proceeding.” It claims its participation “will not prejudice any party, and will not

delay the schedule or broaden the scope of the issues in the proceeding.” MEA is not

2/ Rule 1.4(c) states, “The assigned Administrative Law Judge may, where circumstances warrant, 
deny party status or limit the degree to which a party may participate in the proceeding.”
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entitled to party status.

MEA’s implication that there may be unspecified additional parties who have

been unfairly deprived of the opportunity to submit comments on the PD is without 

merit.- All parties had the opportunity to comment on the Petition. None chose to do so,

and for good reason. The PD merely grants the Petition, without modification, bringing

PG&E’s rate structure into synch with those of the other California energy utilities.

The PD properly waives the otherwise applicable 30-day period for public review

and comment because it is “an uncontested matter in which the decision grants the relief

,,4/requested. MEA’s claim that there is a statutory requirement that waiver is

inappropriate unless there is an emergency situation or a stipulation of all parties is based 

on a misreading of PUC section 311(g)(2).- That section lists four situations where the

30-day period may be reduced or waived: 1) an unforeseen emergency, 2) stipulation of

all parties, 3) an uncontested matter in which the decision grants the relief requested, or

4) an order seeking temporary injunctive relief. Waiver is appropriate here under (3)

above. MEA’s motion does not convert an uncontested matter to a contested one in view

of the issues MEA seeks to raise.

Further, MEA’s motion for party status should be denied because the

Commission’s prior approval of identical rate designs for SCE and SDG&E demonstrate

that there is virtually no likelihood that MEA could prevail on the merits of its arguments,

as shown below.

3/ At p. 3 of its motion for a comment period, MEA speculates that the Commission’s failure to post 
the PD on the website docket sheet “effectively denied the other, numerous parties to this 
proceeding any opportunity to comment on the PD.” There is no basis to MEA’s speculation.
PD, p. 7. See Public Utilities Code (PUC) section 311(g)(2), providing for reduction or waiver of 
the comment period “for an uncontested matter in which the decision grants the relief requested”; 
and Rule 14.6(c)(2), providing for waiver of the period for public review and comment on PDs in 
“an uncontested matter where the decision grants the relief requested.”
MEA’s motion for a comment period, p. 4.

4/

5/
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For these reasons, the ALJ should exercise his discretion under Rule 1.4(c) to

deny MEA’s motion for party status.

II. THE COMMISSION SHOULD DENY MEA’S MOTION FOR A 
COMMENT PERIOD

If MEA’s motion for party status is denied, its motion for a comment period

becomes moot. However, in the unlikely event the ALJ grants the motion for party

status, he must also consider the motion for a comment period. That motion should

likewise be denied.

A. MEA’s Claims About Not Being Aware of the PD and the Alleged 
Need for Comments are Without Merit.

MEA contends it should be allowed to comment on the PD because it did not

receive a copy of the Petition or the draft PD.- Significantly, MEA does not contend it

should have been served with the Petition. Petitioners satisfied their service obligations

by properly serving all those on the service list for this proceeding. MEA’s complaint

that the PD was not circulated to the service list or posted on the Commission website is

not relevant to its motions. Since MEA is not on the service list, it is unclear how it was

prejudiced by the Commission’s failure to circulate the PD to the service list. Its

complaint about posting is moot since it did timely review a copy of the PD. PG&E

received notice of the PD March 29, 2010. MEA must have seen it that day or the next,

since it retained counsel to file these motions on March 30.-

Moreover, as discussed more fully in the next section, MEA has been aware of the

Petition and the change in rate design Petitioners proposed in it. Shawn Marshall, MEA’s

Vice Chair, stated on March 17, 2010, at the CPUC’s Proposition 16 hearing,

6/ Id., p. 3.
At p. 3, footnote 3, of its motion for a comment period, MEA states it retained counsel in this 
matter on March 30, 2010.

7/
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We’ve heard PG&E ask this body [the CPUC] to level the “cost” playing field by 
allowing the utility to lower its ‘generation ’ rates which they do by transferring a 
greater percentage of costs to their transmission and distribution line items - 
that’s been permissible. (Emphasis added.)

Thus, almost three weeks ago MEA’s Vice Chair publically acknowledged that she knew

Petitioners had asked the Commission for the relief granted in the PD.-

MEA claims that waiver of the comment period was unjustified.—7 As set forth in

8/

footnote 4 above, both PUC section 311(g)(2) and Rule 14.6(c)(2), which merely

duplicates the statutory language, support waiver of the comment period in this case

where the proposal is unopposed. As already explained, MEA’s contention that section

311(g)(2) is “inapplicable and irrelevant” is without basis.

MEA’s Claims About the Allegedly Controversial Nature of the Relief 
Granted in the PD and Negative Impacts on CCA and Itself Are 
Without Merit.

B.

MEA argues that comments on the PD are warranted because of the “extremely

negative impacts for Community Choice Aggregation (CCA) that needs to be drawn to

the attention of the Commission.” It claims that the Petition is “far from

uncontroversial.”—7 MEA is incorrect.

The Commission is already fully aware of the issues MEA seeks to bring forward,

and has rejected them. It approved rate tiers based only on non-generation residential

rate components for SDG&E in D.05-12-003. The Commission has since reconfirmed its

8/ The transcript is at Attachment A hereto. See p. 2.
While MEA did not receive service of the Petition, more than 100 parties did, including numerous 
other parties interested in Direct Access, Community Choice Aggregation (CCA), or public 
power, including Daniel Douglass, MEA’s recently retained counsel; Stephen Morrison and 
Jeanne Sole, representing the City and County of San Francisco (CCSF); Joy Warren and Thomas 
Kimball, representing Modesto Irrigation District; Ann Trowbridge, representing Modesto and 
Merced Irrigation Districts; Scott Blaising, who advises municipalities and CCAs; MRW, who 
advises the MEA cities; and JBS Energy, who has advised MEA.
MEA’s motion for a comment period, p. 4.
Id., pp. 4-5.

9/

10/
11/

5

SB GT&S 0316720



support of such a rate structure in D.08-02-034 and D.09-09-036. It approved a similar

rate structure, also called the CIA, for SCE in D.09-08-028, rejecting the arguments

against flat generation rates made by another CCA, San Joaquin Valley Power Authority.

As the Commission concluded:—

... the CIA is consistent with State policy. Pursuant to the EAP, energy 
conservation is one of the specific identified actions to eliminate energy outages 
and excessive price spikes in electricity or natural gas. Thus, signals to encourage 
conservation should be provided to all customers, regardless of their energy 
provider. As SCE notes, the purpose for the CIA is “to send a conservation signal 
and proper generation signal to all load-serving entities.” TURN echoes this 
purpose and states:

TURN felt that it was important to have the differential in the distribution 
rate because if it’s in the generation rate, it creates perverse incentives for 
certain customers to adopt direct access or community choice aggregation 
solely because of the rate design. So a customer that was high usage—if 
the tier differential was in the generation rate, they could switch away 
from bundled service solely to get a lower rate, and at the same time the 
low-usage customer would never want to leave bundled service because 
they would get a rate increase just by doing so. So it really makes the rate 
design competitively neutral to the extent that there are alternatives like 
CCA out there for residential customers. (Emphasis added.)

As already noted, the Petition simply seeks to conform PG&E’s rate structure to

structures already approved for SDG&E and SCE, and to eliminate “perverse incentives.”

MEA claims that it will suffer particular harm because its recently executed

agreement to buy power for five years “was premised on the existing PG&E rate 

structure.”—7 First, MEA is essentially arguing that the Commission should be barred

from implementing State policy by conforming PG&E’s rate structure to that approved

for the other utilities because MEA has supposedly taken action based on the existing

structure. MEA cites no legal authority for this proposition. MEA should know that the

12/ D.09-08-028, pp. 17-19.
13/ MEA’s motion for a comment period, p. 4.
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Commission is not bound to maintain existing rate levels and structures, and can and

frequently does change rates.—

MEA has also known for a long time that PG&E planned to seek this conforming

change. In a March 5, 2008, letter to Charles McGlashan, then President of the Marin

County Board of Supervisors and now Chair of the Board of MEA, PG&E stated:

PG&E would just note that the utilities are well aware of the current inequities in 
their generation rates and have either taken steps, or are about to do so, to address 
the problem. Rate tiers based only on non-generation rate components were 
initially adopted by the CPUC for San Diego Gas and Electric (SDG&E) in D.05- 
12-003. SDG&E fded A.07-01-047, and subsequently a Partial Settlement in that 
proceeding, to continue to base rate tiers on only non-generation components.
The Commission recently adopted that settlement in D.08-02-034. Late last year, 
Southern California Edison (SCE) fded a similar proposal with the CPUC in its 
Rate Design Window proceeding (A.07-12-020) to eliminate differentiation of 
residential generation rates by rate tier and bring them more into line with the 
actual cost of generation. Just recently, on January 25, 2008, The Utility Reform 
Network (TURN), the primary advocate for residential customers in California, 
[and one of the Petitioners herein] fded comments in support of SCE’s proposed 
rate design changes, stating, “There is no reason why rate design, rather than true 
cost differentials, should drive consumers’ electric procurement choices. To the 
extent that there is or may be competition to provide generation services to 
residential customers, that competition should not be influenced by artificial 
incentives, but rather by the cost and value of the competing service offerings. ” 
(Emphasis added.) 15/

MEA’s consultant, William B. Marcus of JBS Energy, Inc., responded to PG&E’s

comments in a lengthy report dated March 31, 2008, and titled “Review of PG&E’s

March 5, 2008 Comments on the Business Plan for Marin County Community Choice

Aggregation Program,” as follows:

PG&E points to some language in the business plan indicating that it might be 
possible for the CCA to develop a different residential rate design, suggesting that 
generation rates will ultimately be flat in the residential class. In this area, PG&E 
is likely to be correct that flat generation rates are likely to be implemented over

14/ See, e.g., PUC section 728, authorizing the Commission to prospectively revise rates and rate 
structures.
The complete letter is at Attachment B hereto. See p. 17.15/
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time. However, this issue has previously been specifically examined by Navigant. 
The rate design that PG&E is discussing has a small adverse impact (about 
$l/MWh) relative to the rate design included in the [Marin] business plan. 
Therefore, while changes in rate design may mean that the CCA may not have 
some flexibility that it might otherwise have had (and which was not factored into 
any of its business plan results in any event), the issue is simply not important. 
(Emphasis added.)—7

Not only did MEA’s own consultant acknowledge two years ago that flat generation rates

“are likely to be implemented over time,” but he cited findings of MEA’s then and

current consultant Navigant to the effect that the impact will be so limited that “the issue

is simply not important.” MEA’s claims of prejudice and “extremely negative impacts”

are unsupported.

C. MEA’s Collateral Attacks on PG&E are Irrelevant and 
Inappropriate.

Finally, MEA claims that the Commission should grant its motion for a comment

period because PG&E has allegedly engaged in “blatantly deceptive, misleading and false

marketing and an advertising campaign” and placed Proposition 16 on the statewide 

ballot.—7 These claims have nothing to do with the Petition or the PD and should be

disregarded. In any event, it is not just PG&E who fded the Petition, but also DRA,

TURN and WMHCA.

//

//

//

//

//

16/ The complete report is at Attachment C hereto. See p. 13. 
MEA’s motion for a comment period, p. 6.17/
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III. CONCLUSION

For the reasons set forth above, the Commission should deny MEA’s motions for

party status and for a comment period, or to otherwise delay the scheduled consideration

of the PD on April 8, 2010.

Respectfully Submitted, 
SHIRLEY A. WOO 
DEBORAH S. SHEFLER

/s /BY:
DEBORAH S. SHEFLER

PACIFIC GAS AND ELECTRIC COMPANY
77 Beale Street
San Francisco, CA 94105
Telephone: (415) 973-2959
Facsimile: (415) 973-5520
Internet: DSS8@PGE.COM
Attorneys for
PACIFIC GAS AND ELECTRIC COMPANYDated: April 5, 2010
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CPUC Prop 16 Hearing
San Francisco CPUC Auditorium 
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Shawn Marshall ME A Vice Chair
Time 1:09:45
Can everybody hear me? There we go.. .Good afternoon Commissioners (Peevey, Ryan and Simon), I also 
want to thank you very much for hosting this afternoon’s session for being here today to hear all of the 
various sides of this debate. My name is Shawn Marshall.

I am here today as the Vice-Chairman of the Marin Energy Authority, a new Joint Powers Agency 
supporting Marin’s Community Choice Aggregation program which we call Marin Clean Energy, or MCE. 
I’m also a former Mayor and Councilmember for the City of Mill Valley which is a member of the JPA. 
And I am the immediate past President of the League of California Cities, North Bay Division. So, I’ll be 
speaking to you today with a couple of different hats on. My remarks today are really just going to touch 
upon three particular areas. Uhm, the good news, which is that I’ll provide you with a brief update as to 
where we are with Marin Clean Energy and the progress we’ve made thus far. A little, followed by some 
bad news, what we see is really, uh, the bad news in terms of obstructionist tactics going on that fly in the 
face of the law, as written, uh, with AB117. And what we call the ugly. The good, the bad, and the ugly, 
uh, and that’s what’s going to bring me to our position and some of our commentary on Prop 16.

So, uh, allow me to just start by bringing you up to date. I think you all may be aware that in Marin County 
we’ve been studying our CCA opportunity for the last 7 years. We have, uh, retained incredible expertise 
to back us up on that. We have done several peer reviews, business modeling, legal analysis - I’m not 
going to bore you with all those details, but I can assure you that all of that backs up all of the work that 
I’m going to be presenting to you today.

So, since this body, this Commission certified Marin Clean Energy’s Implementation Plan in February, we 
have accomplished the following: we’ve secured over $2 million in start-up financing and working capital, 
some of that through private citizens, some of that through commercial loans. We’ve signed a 5-yr contract 
with Shell Energy North America - and I want to just state publicly that Marin Clean Energy and Marin 
Energy Authority fully understand that that is not a good public relations move. We really understand that, 
and we had to make a business choice given the fact that our County and our future rate payers expect us to 
make the least risky move possible in this, in this area, and so we ended up going with Shell Energy North 
America for two reasons: one, they absolutely are able to offer us a price that is below PG&E’s cost at 
double the renewable content that PG&E can currently offer. And we will, I believe, signing an Execution 
Agreement with Shell very soon, in fact hopefully in the next few days. And all of those rates will be 
public shortly. We have finally codified our service agreement with PG&E — to Commissioner Ryan’s 
point I will tell you that PG&E would like to think that they did that in full cooperation, and I will tell you 
that the delays and the teeth-pulling were quite substantial to get that service agreement done, nonetheless it 
is done.

We have made good on our commitment to provide a minimum 25% renewable mix within the Shell 
contract. All of that meets California certified renewable standards - there are no RECs in that, I believe 
somebody mentioned that as well, there are no RECs in what we are talking about - at no additional cost to 
our Light Green customers. We are making good on our commitment to offer a Deep Green product of a 
100% renewable content at just a 7% rate premium for Phase II customers. We are making good on our 
commitment to offer a Net Metering program that matches PG&E’s - with no annual cap, so in that way 
we’re actually exceeding what PG&E currently offers. And the best news of all is that we are set to go live, 
to flip the switch to bring our first customers on line Friday, May 7th, making Marin County the first 
jurisdiction in California to begin serving customers under a Community Choice Aggregation law that was 
passed and supported by PG&E in 2002.

So that’s actually a good segue, I believe, to what I think, what I see as very bad news. The bad news is, is 
that there is at least one other Community Choice Aggregator that might have beat Marin to the finish line
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were it not in part for the resource-draining obstructionist tactics employed by the incumbent utility. Marin 
County owes the San Joaquin (CCA) effort a great debt of gratitude. We watched. We listened. We 
learned. And we will be able to deliver.

The bad news is that PG&E continues to wreck havoc in CCA communities. They’re using slightly 
different tactics in Marin County. But the goal is the same and the goal is to sew enough fear and 
confusion to in essence, essentially, kill the program. And we do not see that as fully cooperative by any 
means. The bad news is that PG&E has done really nothing to cooperate fully. Yes, we’ve been able to 
sign off on documents after much legal expense and consternation. But really as you will see, and this on 
really only half of the material that’s out there today, they are not cooperating. And they are not only not 
cooperating, they’re doing it in broad daylight and without consequence. So, just for today, this is a full- 
page ad that’s been running in the Marin Independent Journal for the last four days - it may be in today’s 
paper, I’ve not seen the paper. Let me just point out right here there’s lot of misstatements in this text and 
we can go through this later - we will with staff. But this clip-out form right here is not allowed for an 
Opt-Out procedure. PG&E knows full well - we discussed it would be web and telephone based and 
they’re still using clip-outs. We’ve asked them to stop - they haven’t stopped. So, you know I, I will not 
go through all these horrible, watch-out scary brochures but let me assure you that PG&E has made sure 
there’s plenty of public debate fear and confusion in Marin County.

We’ve heard PG&E ask this body to level the “cost” playing field by allowing the utility to lower its 
‘generation’ rates which they do by transferring a greater percentage of costs to their transmission and 
distribution line items - that’s been permissible. What we are asking as Community Choice Aggregators is 
that this same body help us level the Legal & Regulatory playing field in three specific ways — ...So I
want to shift from bad news because I really can’t stand it when I sit on your side of the dais when people 
come and complain and they offer no solutions... so we offer three, uh, recommendations and potential 
solutions going forward. The first is pretty basic — please help us enforce the law. We are following the 
law and we need your help in the other party also following the law that governs CCA. We ask that this 
Commission publicly reaffirm your commitment to regulating the law by actively enforcing the rules of 
AB117. And we ask that you enforce this body’s 2005 decision which prohibits obstructionist tactics and 
articulates the definition of full cooperation between CCAs and their partner IOUs — I believe you are 
working on that. We look forward to seeing your resolution that I believe may be coming in April. Here’s 
a big one - please help us by strengthening the rules of this program, imposing stiffer penalties, and 
holding the various players accountable. We can read you chapter & verse about PG&E’s hostile 
marketing practices in Marin County; _ .....
monc>: ihreats of potentially expensive lawsuits that undermine the law and drain resources - that’s what 
happened in San Joaquin; and gross misrepresentation of that facts that sew fear & confusion.

Examples have all been articulated in our support of San Francisco’s Request to Modify, which was 
submitted a couple of weeks ago. The bottom line is that the rules of cooperative engagement are broad, 
vague, and loosely interpreted. And thus, PG&E can drive a truck right through them. And they do. To 
that end, MEA would very much appreciate the CPUC imposing a moratorium on PG&E’s marketing and 
501(c)4 practices until the Petition to Modify the definition of “fully cooperate” is decided by this 
Commission.

We very much appreciate you taking that interim step because the paying field, in this regard, is anything 
but level, and anything but cooperative. In addition, the imposition of specific monetary penalties for such 
things as failure to execute the standard service agreement or confirm the amount of required bonds and 
deposits in a timely fashion would be helpful after spending thousands of dollars in attorney fees and 
countless hours working with your staff, we finally got these critical pieces done. But we believe that 
PG&E would not have held up the work so long if there were clear requirements and substantial penalties 
in place for non-compliance and delay tactics. Third, please help us by formalizing a process for dispute 
resolution. We have appreciated the informal attempts by CPUC staff to facilitate these key sticking
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points - we really have appreciated all of those efforts. But the recommended resolutions have largely 
been ignored by PG&E. We ask you to develop a specific and timely resolution process that will not 
require substantial legal fees to employ. We further ask that you re-empower your staff to resolve 
regulatory disputes and insist that PG&E work with staff just like everybody else does.

PG&E’s blatant disregard for staff when disputes arise seem to imply that they can get a different response 
from you. And I am quite certain that this body is in no way interested in the perception, or anything close 
to it, of special treatment for PG&E. And so PG&E needs to do what staff asks them to do when you have 
empowered them to do so.

So, now third, I will turn our attention to Proposition 16. It is often called, on the other side of the coin 
‘PG&E’s Monopoly Protection Act.” In my opinion, it is the worst kind of ballot box legislation we’ve 
seen in California for years. And I believe that there are many of us in this room who believe that ballot 
box abuse has gotten worse over the years and this is just another example in today’s times. You already 
know that Prop 16 is a direct hit on the ability of CCAs to come into being, and on public utilities to 
actually operate and function successfully.

Prop 16 exploitation of democracy, and I chose those words carefully, is an insult to everyone in this room 
who understands to Commissioner’s Peevey’s point of view, that a 2/3 vote requirement is a ‘no-vote’ that 
cedes control to the minority voter. You don’t have to look anywhere but the State capital to understand 
that the 2/3rds vote requirement imposed on these kinds of things is not serving the California public well 
at all, and, in fact, there are steps afoot, unfortunately, through ballot box legislation, to change that voter 
threshold. So, you know, there are a couple of different issues to decouple here, but I think the 2/3rds vote 
requirement is a wolf in sheep’s clothing and uh, and I think PG&E needs to be called out on that issue.

Prop 16 is so poorly drafted that it could literally require voter approval for the increase of a single 
customer. Its language is intentionally ambiguous and, if passed, we believe it’ll end up in court and cost 
all of us in more, expensive, and unnecessary litigation. Many believe that Prop 16 will in fact harm a 
flourishing renewables market in California. One of the benefits of CCAs is that smaller suppliers may 
actually stand a chance when dealing with a smaller nonprofit public agency. And the tax-exempt bonding 
capacity of public utilities and CCAs is long-standing, has been managed appropriately at the local level 
and will, we believe, stimulate the growth of renewables development in California. I believe this is the 
kind of development that we all want in our state.

What you should also be aware of is that Prop 16 cuts at the heart of local government by impeding local 
land use decisions - this is a little different than the energy issue, but no less important. For example, a 
local government may not be able to approve, let’s say, an affordable housing project if that project 
requires annexation in order to be serviced by the local public utility. Indeed, there is analysis that says 
Prop 16 could actually dissuade governments from providing much-needed housing options in this state 
because a 2/3rds voting requirement is difficult, if not impossible to achieve. And public elections are 
expensive. This flies in the face of good public policy and responsible government. In fact, we feel that 
this is irresponsible public policy and irresponsible government. Prop 16, in our view, is so bad that it 
could be laughable were it not for its far-reaching and potentially serious long-standing consequences 
should it pass.

So, I’ll just wrap up by saying that Community Choice Aggregation has been successfully operating in 
Ohio and Massachusetts for years. And for the first time, Marin Clean Energy will make that a reality in 
the State of California.

So, in the spirit of AB117, and meaningful energy solutions for our state, the MEA respectfully requests the 
Commission’s active and on-going involvement in clarifying the rules, codifying a productive partnership 
with PG&E - we do not want this to be an uncomfortable marriage - it’s turning out to be an
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uncomfortable marriage. We need a productive partnership. And we would like your help in diffusing the 
potential illegal aspects and impacts of Prop 16. Thank you very much for your time today.

Commissioner Simon
Time 1:48:47
Ms. Marshall, at first let me just clarify that Royal Dutch Shell or Shell Energy appears in many of our 
proceedings here at the California Public Utilities Commission. And uh, their characterization may not be 
fair in my honest evaluation. We see them in many proceedings, so Marin County’s selection of this 
company under your Community - or you CCA, or Marin Authority I believe it’s called - Marin Power 
Authority is by no means, by no means any different than many of the other Power Purchase Agreements 
and other instruments that come before this Commission. But in reference to Shell Energy’s role with 
Marin County, would they... they are going to be your power purchasing entity along with the Procurement 
Committee that you have established under the establishment of the Authority?

Shawn Marshall
So let me decouple those. Yes, they are our Energy Services Provider for a period of 5-years. They are not 
in any way a committee, so I’m not, I’m not —.

Commissioner Simon
-well, I notice you that you do have a Committee, you have a Committee process in place

Shawn Marshall
-we have a Contracts Committee in place of members of our Board. But that does not include Shell North 
America. They’re part of the conversation as we have developed the contract, but there is no on-going 
committee for that.

Commissioner Simon
Will they be selling you their power or simply purchasing power in the power trading, or power market 
place?

Shawn Marshall
So, we will have specifics on all of that as soon as the contract is executed.

Commissioner Simon
So you haven’t executed your contract?

Shawn Marshall
We have confirmed the contract - we have not executed yet. Now, we are waiting for the best pricing 
available. We are also waiting to pass a legal hurdle that we did just the other night that ensured that 
PG&E would not file suit. We did not want to execute on a contract until we were sure that that threat had 
been removed. So, to go back to your question... uh, uh... I’m sorry... so Shell North America has the 
renewable, the content or the power in its pipeline already so it is not, this is not going out and now 
purchasing on our behalf. It’s already identified and already to go for us within their pipeline.

Commissioner Simon
I see. And so they could, could they be on both sides of the transaction? Could they be selling you their 
power and also working with your committee in choosing that power over other bids?
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Shawn Marshall
You know, I don’t know how to answer that question. I can certainly get you the answer to that. I’m not 
sure of that technicality.

Commissioner Simon
Great, yeah, I appreciate that, if could submit that - and that’s, ultimately that’s the choice of your 
Authority so I don’t think that’s even within our jurisdiction to evaluate. The other comment and question I 
think I should state is that — and I put the hold on the Resolution for the last meeting which is in the public 
record, and I think this has clearly benefited us in hearing more about the issues involving what you’re 
describing as the obstructionist tactics of PG&E. One concern that I had when I read the Resolution was 
the notion of PG&E not being able to have contact with their customers. I think a big part of any utility — 
even as your Authority as we presume will be established - is that ability to educate customers, to 
communicate with customers about the choices they make in a multitude of services that are provided by 
the utility. How can there be a level playing field or a ‘bilateral quiet period’ for lack of a better term 
because it appears that from my reading the Resolution, you’re imposing restrictions on the IOU’s ability to 
communicate with their customers, and my concern, obviously, is I don’t want to see any kind of chilling 
effect on speech or information. So, what is your Authority proposing as to how we can, how that process 
can remain level and fair?

Shawn Marshall
It’s my understanding that our staff and legal counsel have been working with CPUC staff on the specifics 
of that. But I think it’s very important to clarify that I don’t believe there is a withholding of customer 
information. I do know that there is a cooling-off period so that PG&E will be supplied the list of our 
Phase I customers, I believe in about 2 weeks. Again, I, I want to stay away from specifics because I’m not 
on staff. But, they will have full access to that list within a couple of weeks. And you can be assured that 
the playing field will be tipped over yet again because you know they’ve already sunk millions ($) into 
outreach to customers with the things that I’ve show you - those are to all Marin residents. And we believe 
that they will spend many more millions ($) on direct outreach to Phase I customers.

Commissioner Simon
And in your materials, something I read, the statement was made that they’re using ratepayer funds to fund 
this. But you heard a statement made by, I think this was, maybe this was testimony that’s coming forth - 
actually it’s not by your group, it’s by someone from the San Joaquin Irrigation District. But in the case of 
Marin County is it your concern that ratepayer funds are being used in this propagation?

Shawn Marshall
So, uh, you know, I cannot answer that for our Board, others may be able to. [ time 1:54:41 ] What I, I can 
say is that we have been concerned that ratepayer funds have been used early on with some of the

that were offered by PG&E to specific cities to either stay out of CCA when it was formed, or to then 
remove themselves.

Commissioner Simon
Could you describe wlial a "special deal" is?

Shawn Marshall
Uh, well I mean I’ll —

Commissioner Simon
-excuse my ignorance—
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Shawn Marshall
— sure, sure. It’s, it’s all articulated in a letter that was sent by Dawn Weisz, our Executive Director.
jnsi ui\c \oii one example. I'm. we belie\e. and there’s evidence that POKE offered the Cilv ol’Novali 
ibis would be in the lull of200S —

V ^ ^

Commissioner Simon

Shawn Marshall
—they are not because the JPA votes that came through happened in December of 2008 to form Marin 
Energy Authority. Um. and then in the Fall of 2oi)N PCIAF offered Novato a Mini ol S5().ooi) io basicallv 
hire a Susiaiiiabililv Director lo lake care of. vou know, some of their siisiainable. siMainabiliiv issues in 
exchange for not joining the JPA. w liich vve do see as clearly nhsirin iimiisi.

Commissioner Simon
il decision made hv ihe appropriate iribunal or powers of the niunicipalifv of Novaio'.’ [time

1:56:01]

Shawn Marshall
Noi dial I'm — well. I mean. no. I don’i believe dial was ever on die agent 
dial oi ler was nev er extended lo anv oilier cilv. um. in die Couniv of Mari

Commissioner Simon
liui die Cilv o

Shawn Marshall
—I tlon'i believe they look il. aciualK. because evervhodv cried foul, and I believe there ma> be an 
imxestimation, ub. alool... die commiiniiv's allegations, von know diev did noi lake dial

Commissioner Simon
—I’ll continue, I’ll continue — Ms. Mueller, uh, regarding, uh, you’re representing cuz I’m sorry I can’t see 
you entire sign there.... so, you’re with the City Attorney’s Office of San Francisco. And has San 
Francisco executed a contract on the order of what the Marin Power Authority... I apologize if I got the 
name is incorrect - have they (S.F.) executed a contract with an entity to oversee the procurement of 
power?

Theresa Mueller S.F. City Attorney Office 
Commissioner, we are currently negotiating such a contract.

Commissioner Simon
Okay. So, you’re also, so both of these entities (MEA and S.F.) are in negotiations... uh, okay..

Theresa Mueller
We are.

Shawn Marshall
We’re done. We actually agreed to a contract. We just need to execute it now.

Commissioner Simon
Okay, so, well-

J. Phelps 3-19-2010

SB GT&S 0316731

http://www.californiaadmin.com/cgi-bin/cpuc.cgi


CPUC Prop 16 Hearing
San Francisco CPUC Auditorium 

March 17, 2010

httpi//www.californiaadmin.com/cgi-bin/cpuc.cgi

Page 7 of 7

Shawn Marshall
-and that’s a price issue.

Commissioner Simon
Okay, well once upon a time I practiced law, and if I’m not mistaken the contract is when it’s executed, 
correct?

Shawn Marshall
There’s a technicality that allows us to execute after approval of the contract.

Commissioner Simon
I see.

Shawn Marshall
And that’s the decoupling that I’m discussing.

Commissioner Simon
OK. Thank you. I appreciate it.

President Peevev 
Commissioner Ryan.

Commissioner Ryan
Yes, Ms. Marshall, this brochure which was handed to us, is this something that’s been mailed out to 
everyone in the MEA, digital MEA service territory?

Shawn Marshall
No. That brochure was produced back in 2009 as one of our early marketing pieces, and that’s just been 
available at every public meeting we go to and all that. We have not had any budget for mailings until just 
recently when we were able to secure start-up financing. So we finally have a budget for marketing & 
communications. And we’re just now getting started with that. We have just our first mailing to Phase I 
customers at the end of last week.

Commissioner Ryan
Okay, I’d just like to briefly-

Shawn Marshall
-excuse me. Our second one. Excuse me.

Commissioner Ryan
Right. I’d just like to briefly get your perspective on a statement we heard in the first panel that only by 
having an election, 2/3rds vote requirement would here be essentially public vetting of a measure like the 
creation of the MEA, and that the, sort of the current opt-out process that’s under way really only provides 
very superficial public discourse. Can you characterize for us sort of the extent of the public discussion 
that’s occurred that makes it, that puts the residents of Marin County in a position to make an informed 
choice here just as an example of what could occur absent the passage of Prop 16?

Shawn Marshall
Sure. So I can comment - this very issue came up in the City of Mill Valley [1:59:05 ]

###
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March 5, 2008

Charles McGlashan, Supervisor, District 3 
Board President 
County of Marin
3501 Civic Center Drive, Suite 329 
San Rafael, CA 94903

Dear Supervisor McGlashan:

We appreciate the opportunity to review and evaluate the Marin Community Choice Aggregation 
(CCA) Business Plan Draft Report dated January 2008 (referred to hereafter as the “BP”). As 
we have shared with you previously, while PG&E supported the concept behind AB117 which 
created the opportunity for local public agencies to acquire power for their residents, businesses 
and municipal facilities, we believe we have an obligation to our customers to evaluate local 
proposals for CCA programs to determine whether or not the proposals can deliver the promised 
benefits.

In October 2007, PG&E provided comments in response to your request for feedback on the 
September 2007 preliminary draft of the BP. In that response, PG&E commented on the lack of 
detail in the draft and stated its belief that the draft’s key conclusion - that a Marin CCA could 
achieve a significantly higher percentage of renewable power than is available from PG&E 
electric service at rates that are at, or below, PG&E’s generation rate - is unsupportable.

While the January 2008 BP adds some detail that was previously missing and makes some 
modifications to its assumptions about the costs of resources, it falls well short of a thorough 
documentation of its financial assumptions and results. But more fundamentally, PG&E believes 
the BP’s key conclusion, that a Marin CCA could achieve a significantly higher percentage of 
renewable power than is available from PG&E electric service at rates that are at, or below, 
PG&E’s generation rate, remains unsupportable, since:

ffi The BP consistently overestimates the availability of renewable energy at a cost 
competitive with conventional supplies.

ffi The forecasts contained in the BP regarding PG&E’s generation rates are erroneous and 
misleading, even going so far as to state that “the forecast underlying this business plan 
projects an average increase of 3% per year in PG&E’s generation rates . . .” but then 
using a rate of 3.5% in the pro forma. In addition, the BP confuses PG&E’s bundled rate 
(a rate including generation, transmission, distribution, public goods, etc.) with a 
generation rate, resulting in misleading conclusions.
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ffi On a variety of issues, the BP contains information and assumptions that are factually 
incorrect, unsupported by any evidence or simply belie the realities of the market. These 
issues include but are not limited to the benefits of tax-exempt financing, the CCA 
participation rate of Marin energy consumers, the availability of energy efficiency 
opportunities to the CCA, GHG reductions (since the BP assumes a much higher 
emission rate for PG&E than is accurate), and risk to all energy customers in Marin 
whether or not they participate in the CCA.

Based on detailed analyses prepared by PG&E and its consultants, customers not opting out of 
the Marin CCA will end up paying rates that begin at a level approximately 25% higher than 
those of PG&E’s generation rates over the 2011 - 2025 time-frame. The premium will be even 
higher for customers being defaulted onto the County’s proposed 100% Green Tariff (which the 
BP states would be automatic). While PG&E supports the notion that many Marin customers, in 
general, are willing to pay more for renewable supplies beyond the 20% than PG&E will be 
delivering or have under contract by 2010, the 2.7 to 4 cents/kWh premiums estimated in 
PG&E’s analysis go well beyond any reasonable empirically-derived estimates of customer 
willingness to pay except perhaps for a small percentage of customers.

PG&E shares Marin’s desires for increased renewables and reduced GHG emissions—but the 
CCA Business Plan does not lend any confidence that CCA is the way for Marin customers to 
achieve these shared objectives.

Even though the BP states there are a number of “off-ramps” further down the road, suggesting 
that the lack of data in the BP will be cured at a later stage, PG&E believes that there is little 
value in dedicating additional resources to an effort which has been in motion for several years 
but is still lacking a solid analytic foundation. We recommend that the elected officials in Marin 
continue to work with PG&E and other stakeholders in pursuing deeper and broader penetration 
of energy efficiency and renewable programs that can make a big difference in achieving real 
GHG emission reductions, without thrusting the County into the volatile power markets or 
encumbering half a billion dollars in debt for risky renewable energy investments.

Sincerely,

Joshua Townsend 
Government Relations Consultant

Susan L. Adams, Marin County Supervisor, District 1
Harold C. Brown Jr., Marin County Supervisor District 2, Board Vice President 
Steve Kinsey, Marin County Supervisor District 4
Judy Arnold, Marin County Supervisor District 5, Board 2nd Vice President 
County Administrator Matthew Hymel

cc:
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PG&E’s Comments on January 2008 Marin CCA Business Plan

1. Introduction

PG&E appreciates the opportunity to comment on the January 2008 Marin Community Choice 
Aggregation (CCA) Business Plan (hereafter, referred to as the “BP”).1 In October 2007, PG&E 
provided comments in response to Supervisor McGlashan’s request for feedback on the September 
2007 preliminary draft of the BP. In that response, PG&E commented on the lack of detail in the 
draft and stated its belief that the draft’s key conclusion - that a Marin CCA could achieve a 
significantly higher percentage of renewable power than is available from PG&E electric service at 
rates that are at, or below, PG&E’s generation rate - is unsupportable.

The January 2008 BP adds some detail that was previously missing (e.g., a financial pro forma is 
now included in Attachment A), and makes some modifications to its assumptions about the costs of 
resources (e.g., increasing the assumed installed cost of a wind generator from $1,488 per kW to 
$2,000 per kW). Furthermore, while the September 2007 draft BP described a single CCA power 
product that would begin at 25% renewable content, growing to 51% and ultimately 100%, the BP 
now segments its renewable offerings between a “Light Green” option that would grow from 25% to 
51% renewable content, and a “100% Green” offering that would begin (and remain) at 100%. 
According to the BP, the former would be available at or below PG&E’s generation rates, while the 
latter would cost approximately 20% more than PG&E’s generation rates.

However, the BP falls far short of the goal of documenting its financial assumptions and results. 
Given the paucity of supporting data, PG&E was unable to replicate many of the estimates in the pro 
forma, and notes that there are a number of inconsistencies between the pro forma estimates and 
figures contained elsewhere in the BP.

Notwithstanding these technical shortcomings, the fundamental flaw of the September 2007 draft 
remains in the January 2008 version: the assertion that that the Marin CCA can offer significantly 
higher renewable content in its power supply (with its Light Green rate option) at rates equivalent to 
PG&E’s is unpersuasive, both because the costs of power are underestimated and future PG&E 
generation rates are likely overestimated. This is directly attributable to the BP’s reliance on a 
hypothesis — instead of analysis — that if power purchase agreements can be negotiated at a price of 
8.8 cents per kWh for the first four years, then positive cash flows will result: “The financial plan 
and customer rate impacts presented in Chapter 4 should be considered illustrative pending 
incorporation ofprices that will be provided by the market in a Request for Bid that will be issued 
around January 2009 ...” .

PG&E’s comments focus primarily on the estimated costs of power to be supplied by a Marin CCA, relative to PG&E’s 
forecasted generation rates. PG&E also addresses certain issues associated with various demand-side management programs, 
such as energy efficiency and solar. There are a number of other issues covered by the Marin CCA Business Plan that PG&E 
does not address in these comments. However, the fact that PG&E does not address these issues does not reflect PG&E’s 
agreement with the manner in which they are addressed in the BP.
2 See p.2 of BP. See also p.10: “It is estimated the Authority would need to provide full requirements power supply for the 
four-year Implementation Period at an average cost of 8.8 cents per kWh (for power supply corresponding with the 
conventional/renewable mix provided in the Light Green Tariff to be able to offer rates equal to those of PG&E. A pro forma 
for the implementation period, including generation rates equivalent to PG&E, is shown in the following table, based on a full
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The BP takes a pass on assessing the likelihood that a supplier can be found offering a full 
requirements supply, with Marin’s desired renewable content, meeting Marin’s specific load shape, 
at this price.3 The BP further fails to assess how the cash flow results would change should the price 
offered be different, except for one sentence noting that . a 5% increase in market prices would 
increase the Authority’s annual cost by nearly $6 million, enough to turn a projected surplus for 
2011 into a deficit” (p.75). Such risk assessments do not require waiting, as the BP proposes, until 
“a future revision or supplement to this business plan” is conducted (p.75), but could and should be 
performed now.

Tables 1 and 2 present the results of an analysis performed by PG&E and its consultants comparing 
PG&E’s estimates of Marin CCA costs to forecasted PG&E generation rates. Table 1 focuses on the 
period from 2014 through 2025 covered by the BP’s Appendix A financial pro forma. That pro 
forma shows as its last row, blended CCA rates for each year during the period (i.e., rates which are 
averages of the 100% Green and the Light Green rates). The first row of Table 1 repeats those rates 
from the BP’s Appendix A pro forma. The second row shows PG&E’s estimates of the blended rate 
that the Marin CCA would have to charge in order to cover its costs when realistic assumptions are 
used to model those costs. The third row shows a forecast of PG&E’s generation rates, developed 
by using the current 2008 average generation rate of $83 per MWh for Marin (i.e., the average rate 
calculated from just the bills of PG&E customers in Marin), and escalating it consistent with forecast 
information PG&E filed in 2007 with the California Energy Commission (CEC) as part of its 
Integrated Energy Policy Report (IEPR) proceeding.4 As the table shows in the fourth and fifth 
rows, PG&E’s forecasted generation rate is significantly below PG&E’s estimate of the Marin CCA 
blended rate in every year during the 2014 - 2025 period.

Table 1. Marin CCA’s Estimated Melded Rates vs. PG&E’s Generation Rate

Generation Rates 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
BP Pro Forma -Marin CCA Blended Rate ($/MWh) $104 $100 $104 $105 $105 $107 $111 $114 $115 $117 $118 $119
Estimated Marin CCA Blended Rate ($/MWh) $131 $130 $131 $131 $131 $131 $132 $132 $132 $133 $133 $134
PG&E’s Forecasted Rate ($/MWh) $91 $92 $94 $95 $96 $98 $99 $101 $102 $104 $105 $107
Price Premium for Marin CCA ($/MWh) $40 $38 $37 $36 $34 $33 $32 $31 $30 $29 $28 $27
Price Premium for Marin CCA (%) 44% 42% 40% 38% 36% 34% 33% 31% 29% 28% 27% 25%

requirements contract price of 8.8 cents per kWh. Costs and revenues presented in the table below are illustrative and subject 
to change based on responses to the County’s and Cities ’ request for information and proposals from third party electric 
suppliers. ” (emphasis in original)
3 The extent of the BP “analysis” is to reference, on p.2, information about “energy prices received by other CCA programs, 
such as the aspiring East Bay CCA Program and the San Joaquin Valley Power Authority (SJVPA), from the market.”
However, all of these prices are just “indicative,” not final and binding on the supplier. As such, they have little relevance, 
except to perhaps establish a lower bound on what the eventual prices would be after a final agreement is negotiated with the 
supplier.
4 PG&E submitted four forecast scenarios for the 2008-2016 period as part of the CEC’s 2007 IEPR proceeding. The escalation 
rates of these four forecasts between 2008 and 2016 ranged from 0.44% per year to 2.45% per year. For this analysis PG&E 
used an escalation rate 1.5% per year, which is approximately the mid point of that range. The 1.5% per year escalation rate is 
also consistent with historical trends in PG&E’s generation rate (see discussion in Section 3 below).
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Table 2 focuses on the 2011-2013 period, the only period for which the BP shows a breakdown of 
the melded rate into its 100% Green and Light Green components.5 The first row repeats the BP’s 
estimates of the Light Green rate from the table on p.64. The second row presents PG&E’s estimate 
of the Marin Light Green rate. This rate was derived from PG&E’s estimates of the blended rates 
that the Marin CCA would have to charge in order to cover its costs, along with the assumptions (a) 
that the blended rate is a sales weighted average of the 100% Green and Light Green rates and (b) 
that the 100% Green rate is set at 1.2 times the Light Green rate.6 The results in Table 2 show that, 
based upon more realistic cost assumptions, the Light Green rate significantly exceeds PG&E’s rate 
for each year during the 2011-2013 period. And, of course, customers choosing the 100% Green 
option would have much higher rate differentials compared to PG&E’s generation rate.

Table 2. Marin CCA’s Estimated Light Green Rate vs. PG&E’s Generation Rate

Generation Rates 2011 2012 2013
BP (p.64) - Marin CCA Light Green Rate (S/MWh) $92 $96 $99
Estimated Marin CCA Light Green Rate ($/MWh) $111 $111 $108
PG&E Forecasted Rate ($/MWh) $87 $88 $89
Price Premium for Marin CCA ($/MWh) $25 $23 $18
Price Premium for Marin CCA (%) 28% 26% 20%

2. Analysis of Marin CCA’s Energy Costs

To arrive at the conclusions summarized above, PG&E contracted with several consultants to 
develop an estimate of the costs of a Marin CCA to meet the objectives stated in the BP with respect 
to the proposed renewable content of the power supply. Global Energy, Inc. developed a detailed 
bottoms-up analysis using a production simulation model to provide a real-time estimate of the 
relevant costs for conventional and renewable supplies. PA Consulting, Inc. provided critical inputs 
associated with renewable supply costs and availability.

The results show that it will cost significantly more than 8.8 cents per kWh, as theorized by the BP, 
for power costs for the 2011-2013 period for a supply mix satisfying the characteristics of the 
proposed Light Green Tariff. Furthermore, other cost elements assumed by the BP for JPA-owned 
renewable resources, including a 150 MW wind project and 50 MW biomass project, underestimate 
the actual costs and/or overestimate the performance characteristics of these resources. Appendix 1 
shows a comparison of the resulting power costs presented in the BP, and those developed by the 
PG&E team, for the 2011-2025 time-frame.

Furthermore, the BP assumes that PG&E’s generation rates will increase by 3.5% per year,7 based 
on its statements that this mirrors the historic increases in PG&E’s generation rates. However, as

5 These rate breakdowns are shown in two tables in the BP, on p.63 (for the 100% Green option) and p.64 (for the Light Green 
option). These tables cover the 2010-2014 period. PG&E’s Table 2 omits 2010 because PG&E’s analysis of Marin CCA costs 
begins in 2011, the proposed first full year of CCA operations after all customer classes have been phased in.
6 This 20% premium for the 100% Green rate over the Light Green rate seems to be the assumption made by the BP. See, for 
example Table 2 on p.9 where the comparison of the relationship between the 100% Green and Light Green rates demonstrates 
this relationship for each customer class.
7 Page 77 of the BP asserts that PG&E’s annual generation rate increase will be 3%. However, this is contradicted by p. 9 of 
the BP (see Table 2), as well as the Assumptions Sheet, both of which calculate PG&E’s annual generation rate increase at 
3.5%.
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described in Section 3 below, this overstates the actual historic increases in PG&E’s generation 
rates, and overstates the likely increases going forward.

The following sections provide additional details regarding PG&E’s analysis, assumptions and 
results.

a. General Approach:
PG&E’s analysis of the Marin CCA’s power costs was performed utilizing a resource planning 
approach where least-cost generation resources are added to meet load, plus reliability 
requirements and Marin’s stated targets for renewable supplies (including its identification of 
CCA-owned 150 MW of wind and 50 MW of biomass supplies starting in 2014). The cost of 
power is then calculated based on this resource build-out, while also taking into account other 
costs Marin may incur operating as a CCA.

Marin has indicated that it plans to get its targeted power needs from 2010-2013 by signing a 
“full requirements” power purchase agreement (PPA). However, in order for a supplier of such 
“full requirements” power to meet these specifications, it would need to incur the cost of 
acquiring that power supply by arranging for physical resources, and the supplier would be 
expected to price the PPA accordingly. The resource planning approach is the accepted 
methodology employed by utilities (investor-owned and municipal alike) in order evaluate the 
economics of serving load, whether through power supplied by a third party via a PPA, or 
through owned resources. The study period of this analysis is 2011-2025.

Whenever possible, the Marin BP was used as a guideline for resource and load detail, in order 
to establish as much common ground between the two analyses as possible, and therefore limit 
the areas where disagreement exists. Cost estimates for gas-fired and wind8 resources were 
generally estimated using the California Energy Commission’s (CEC) Cost of Generation (COG) 
Model (Version Beta 9 - January 2008). Costs for biomass and renewable power provided 
through a PPA were assumed at the cost set forth by the California Public Utilities Commission’s 
(CPUC) market price referent (MPR) (issued in October 2007), since the MPR sets the floor 
price that owners of renewable supplies should be able to obtain for their power. However, there 
is much evidence to suggest that these prices are low, and actual prices will be higher.

b. Modeling Methodology:
Once the resource build-out was developed, Global Energy then performed an operation 
simulation, running a model employing a chronological hourly dispatch analysis that 
economically dispatches available resources to meet loads, taking into account the ability to 
make spot purchases and sales when economical.

Global Energy used its state of the art portfolio analysis model, Planning and Risk, to determine 
the power cost that Marin County would incur in meeting load. The model is an hourly 
chronological economic dispatch model, which dispatches resources to meet hourly loads. The 
model also reflects the reality that Marin would be able to buy and sell power in the wholesale 
spot market to perform optimal power dispatch in meeting these hourly loads. For example, if

Although the CEC COG model was used in estimating the levelized capital costs of wind resources, the default installed cost 
assumption was changed to reflect recent findings in California wind development. This is discussed in detail in Section 2.c.v.
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Marin could buy spot market power for less than the operating cost of an otherwise-needed 
Marin resource, it would likely do so. Similarly, if Marin had an excess resource available in a 
given hour, and the operating cost of that resource was lower than the wholesale spot market 
price, then Marin would likely run the resource and make the sale. Global Energy forecasts these 
wholesale spot market purchase and sale decisions based upon its hourly chronological dispatch 
models and data that replicate Western Electric Coordinating Council (WECC) wide spot 
markets for power. Global Energy sets the wholesale spot purchase and sale price at the 
Northern California hourly price forecast, which was created using its zonal market price 
forecasting model, MARKETSYM.

c. Assumptions:

i. Load
The 2011-2019 forecast of Marin’s expected load was obtained from the Marin BP. While 
energy loads were reported for every year in the Marin BP, peak loads were only reported for 
the years 2011-2019. To estimate peak load for years 2020-2025, the average load factor 
over the years 2011-2019 was maintained from 2020-2025. Table 3 below summarizes the 
peak and energy load forecast that the PG&E team used in this analysis. These figures reflect 
total load including losses.

Table 3. 2011-2025 Marin Load Forecast
Load Forecast 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

237 236 235 234 234 234 235 235 236 240 241 242 243 244 246Peak (MW)
1,256 1,252 1,253 1,257 1,261 1,266 1,272 1,277 1,284 1,288 1,295 1,302 1,308 1,314 1,321Energy (MWh)

ii. Resource Build-outs
The PG&E team used the Marin BP as a framework for resource build-out whenever 
possible. In the instances where information in the report was limited or ambiguous, PG&E 
used its professional judgment to develop reasonable assumptions. The resource build-out 
assumes that load will be met, that Resource Adequacy (RA) is satisfied by way of a 15% 
planning reserve margin, and that the BP’s stated renewable goals are satisfied. The BP 
assumes a blended 70% renewable goal starting in 2011 and 81 percent in 2014. PG&E 
structured its analysis assuming a one-year jump in renewable resource build-out between 
2013 and 2014. Based on the fact that Marin load peaks in the winter and that Northern 
California wind counts very little toward RA needs in these winter months (per CPUC rules), 
PG&E assumed the wind would not count toward RA needs.

For the 2010-2013 time period, when Marin intends to get its supply from a full requirements 
contract (i.e., a contract that promises to meet all load demands as they arise from moment to 
moment and meets RA requirements of the CPUC and CAISO, meeting renewable targets, and 
providing the operating reserves required by FERC/NERC/WECC), the provider of the power will 
need to identify the resources it will use. Until these resources are identified and “controlled” by 
the seller, the seller cannot claim their usage and the seller will not be able to estimate what it will 
cost to provide the power. Surely, no seller will sell power at a price lower than its cost.
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For the period from 2014 and beyond, when Marin intends to finance, build, and own renewable 
resources, a whole new uncertainty arises. That uncertainty relates to development risks of 
proposed power projects. Renewable projects in particular are projects that owners can invest 
considerable money in pursuing, only to later discover that the project cannot be permitted or that 
unanticipated high project costs make it uneconomic. The California Energy Commission recently 
published report (CEC-300-2006-004) that provides evidence of this problem. This report 
suggests that a “minimum overall contract failure rate of 20-30 percent should generally be 
expected” and “failure rates much higher than these levels are supported by historical

Furthermore, the CPUC recently underscored this issue in its January 2008 report to„9experience.
the legislature: “The slow pace of project development despite strong solicitations underscores the 
fact that projects face a number of challenges beyond simply getting a contract with an IOU to 
coming online. These barriers include, but are not limited to, transmission, permitting challenges, 
and developer inexperience.”10 So while Marin may make estimates of the cost of renewables 
under the assumption that no such problems will arise, Marin needs to be fully cognizant of the 
fact that these projects are quite difficult to develop and significant amounts of money can be 
invested into what eventually becomes a canceled project. Along with project cancellation would 
come the need for even more expenditures to line up sources of replacement power.

Table 4 reports the annual resource build-out for Marin. The loads reported in the following 
table are end-user loads adjusted for 7 percent transmission and distribution line losses.

Table 4. PG&E’s Estimate of Marin CCA’s Annual Resource Build-out

:mi ' 'm<a mm ms % mm mn mm mm mm mt - \ mm wm \,:mm ^ mm
aeak (MW) 237 236 235 234 234 234 235 235 236 240 241 242 243 244 246
Energy (GWh) 1256 1252 1253 1257 1261 1266 1272 1277 1284 1288 1295 1302 1308 1314 1321

Resource Adequacy (MW) 2011 2012 2013 mu Ups 2016 2017 2018 2019 mm 2021 2022 1323 mm & "^mm"%
Combined Cycle 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120
3as Turbine 153 151 150 99 99 99 100 100 101 106 107 108 110 111 113

0 0 0 50 50 50 50 50 50 50 50 50 50 50 503iomass
Wind (New Development) 0 0 0 150 150 150 150 150 150 150 150 150 150 150 150
Wind (Power Purchase Agreement) 436 435 435 186 188 189 192 194 196 199 201 204 206 209 211
Total RA Contributing Resources 273 271 270 269 269 269 270 270 271 276 277 278 280 281 283
banning Reserve Requirement 15% 273 271 270 269 269 269 270 270 271 276 277 278 279 281 283

Renewable Energy (GWh) mu mi2 2013 mu mm mw 2017 1018 mr mm mm mm mm 2024 2025
0 0 0 346 346 350 348 347 347 347 347 348 348 348 3463iomass

Wind (New Development) 0 0 0 304 304 304 304 304 304 304 304 304 304 304 304
Wind (Power Purchase Agreement) 884 882 882 376 380 384 389 393 398 403 407 413 418 423 429
Total Renewable Energy (GWh) 884 882 882 1026 1030 1038 1040 1044 1049 1054 1058 1064 1069 1075 1078
*PS Goal (GWh) 703 701 702 880 883 886 890 894 899 902 907 911 915 920 925
RPS % 70.4% 70.5% 70.4% 81.7% 81.7% 82.0% 81.8% 81.8% 81.7% 81.8% 81.7% 81.8% 81.8% 81.8% 81.6%

iii. Treatment of Renewable Energy Additions
As noted earlier, Marin targets meeting 70% of its energy needs from renewable energy 
starting in 2011 and 81% of its energy needs from renewable energy starting in 2014. From 
2011 to 2013, Marin has identified that it will meet renewable energy targets using 
generation primarily from renewable power purchase contracts. From 2014 through 2025, 
Marin has reported that it will develop wind (150 MW) and biomass (50 MW) resources and 
will meet the remainder of its 81% renewable target with supplemental renewable power 
obtained via PPAs.

9 California Energy Commission - Building a “Margin of Safety” Into Renewable Energy Procurements: A Review of 
Experience with Contract Failure, January 2006, p.42
10 CPUC - RPS Procurement Status Report, January 2008 - p.4.
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iv. Gas Prices
Since the non-renewable portion of the Marin power portfolio would need to be met via 
conventional supplies (which are assumed to be natural gas-fired plants), PG&E used two 
publicly available forecasts of natural gas prices in this analysis. For the first two years of 
the analytic period, when market prices are available from the New York Mercantile 
Exchange (NYMEX) the NYMEX Henry Hub futures strip was used.11 For the 2013—2025 
period for which NYMEX prices are not available, the CPUC’s California gas price forecast 
that underlies its MPR electric forecast was used. Table 5 presents this gas price forecast, 
which was utilized as the fuel cost input for gas-fired generation in the simulation model. 
These same gas prices were used to produce the spot market price forecast to simulate spot 
electricity sales and purchases in the Marin analysis.

Table 5. NYMEX and MPR Gas Forecast
California Burner Tip 
Natural Gas Forecast 

(Nominal$/mmBtu)
Year Source

2011 8.45 NYMEX Futures Strip
2012 8.36 NYMEX Futures Strip
2013 8.07 CPUC MPR
2014 7.99 CPUC MPR

7.91 CPUC MPR2015
2016 7.82 CPUC MPR

8.13 CPUC MPR2017
2018 8.23 CPUC MPR

8.47 CPUC MPR2019
2020 8.78 CPUC MPR

8.95 CPUC MPR2021
2022 9.22 CPUC MPR
2023 9.49 CPUC MPR
2024 9.78 CPUC MPR
2025 10.00 CPUC MPR

Source: California Public Utilities Commission and NYMEX

v. Capital Cost Assumptions for Resource Additions
PG&E used capital cost estimates for resource additions from two sources. The first source 
was the California Energy Commission (CEC) Cost of Generation (COG) Model (Beta 
Version 9). Using the CEC’s COG model, levelized capital costs were drawn using 
municipal utility financing assumptions. The financing rate for municipal financing assumed 
by the CEC is 4.35%. As PG&E described in its October 2007 response to Marin’s 
September 2007 preliminary business plan, the muni rate - whether 4.35% or 5.5% as 
employed by the BP — is likely unrealistically low for a prospective CCA, since traditional

ii The NYMEX Henry Hub futures prices were obtained from Global Energy’s data warehouse solution, Energy Velocity, on 
December 5, 2007. To estimate the burner tip gas price for California generators, the basis differentials between the Henry Hub 
and California natural gas price were taken from the CPUC MPR Report (October 2007) and added to the NYMEX Henry Hub 
price for the years 2011 - 2012.
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municipal entities serve captive customers who do not have the ability to opt-out. Because a 
CCA would face the risk of customer opt-out the borrowing rate for CCA investments in 
generating assets would likely to be higher than for similar investments by municipal utilities 
with captive customer bases. Furthermore, given the fact that the Marin BP indicates that the 
Marin CCA would be buying much of its power under a PPA, such costs would not benefit 
from lower municipal financing rates. Therefore, the costs presented herein - and in the BP - 
- are optimistically low.

For wind power, the PG&E team assumed an installed cost of $2,500/kW (which includes 
land and transmission interconnection), with no renewable energy production tax credit 
(REPTC), and a 23 percent annual capacity factor. This higher assumption regarding 
installed costs is based on recent findings of increased construction costs of wind generation 
in California. For example, LADWP has recently indicated that it will pay $425 million to 
construct a 120 MW wind farm in the Tehachapi, California. This is over $3,500/kW, and in 
this respect PG&E’s $2,500/kW assumption is conservative.

The 23 percent capacity factor assumption is based upon actual metered deliveries of wind 
power to PG&E in 2003. It is unlikely that Marin will be able to access Class 5 wind in 
California, particularly in Northern California. For example, according to Solano County 
staff, all but 7,500 acres of the Solano Wind Area is already developed or committed to other 
developers. The remaining acreage is on the edge of the Wind Area and is thus likely to have 
lower quality wind than the already-developed land. Furthermore, Southern California 
Edison (SCE) recently filed a contract at the CPUC for a wind project at Daggett Ridge with 
a 28% capacity factor (79.5 MW and 197 GWh/yr). In response to a protest to its filing by 
TURN, SCE noted that “many of the best wind locations in California have already been 
developed or are in the process of being developed. As a result, sites with lower capacity 
factors, like the Daggett Wind site, are being developed.”12

While Marin’s BP assumes biomass costs of $65 to $85/MWh, PG&E believes it is more 
realistic that the price for this type of resource will be much higher, based upon evidence that 
the CPUC’s adopted MPR has been setting the competitive (market clearing) price, and in 
many cases projects are now coming in at much higher costs. In fact, according to the E3 
Consulting Group13 and the California Energy Commission report, these costs are pegged at 
over $100/MWh.14 In any event, it is more realistic to assume that any entity in possession 
of low-cost biomass resources will be mindful of the opportunity to sell its resource at a price 
reflective of competitive market revenues, rather than simply reducing power costs to CCA 
customers.

Table 6 summarizes the capital cost estimates used in assigning costs to the gas-fired and 
wind resources included in this analysis.

12 “Reply of Southern California Edison Company to The Utility Reform Network and the Division of Ratepayer Advocates 
Protests of Advice 2198-E, Submission of Contracts for Procurement of Renewable Energy" dated January 29, 2008.
13 CPUC GHG Modeling, “New Biomass and Biogas Generation Resource, Cost, and Performance Assumptions” Oct. 25,
2007.

California Energy Commission, “Comparative Costs of California Central Station Electricity Generation Technologies” dated 
December, 2007.
14
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Table 6. PG&E’s Capital Cost Assumptions for Gas-Fired and Wind Generation (2007)

$/kW-yrTechnology Source
Marin Wind Development 223 Global Energy
Combined Cycle 85 CEC COG Model
Gas Turbine 94 CEC COG Model

The second cost estimate source used in this analysis is the CPUC’s MPR which sets forth a 
reasonable price benchmark for entities to procure renewable energy under long term 
contracts. Table 7 summarizes the MPR price used in costing the renewable power in this 
analysis.

Table 7. PG&E’s Renewable PPA Cost Assumptions - MPR (Nominal $)
Source$/mWhTechnology

Wind - Power PurchaseAgreement 96 CPUC-MPR
Biomass 96 CPUC - MPR

vi. Other System Costs and Administrative and General Costs
Table 8 below reports the cost assumptions for ancillary service fees, CAISO Grid 
Management Charge, and Administrative and General Costs. Ancillary service costs were 
estimated at $1 per MWh of load. This is based on information from monthly ancillary 
service costs in the California ISO Market Performance Reports; the ancillary service costs 
averaged to $0.94/MWh for 2006 and $0.96/MWh for 2005. Grid Management Charges 
were estimated at $0.70 per MWh of load, based on current CAISO rates. In addition, PG&E 
added a $0.10 per MWh cost for wind integration that the CAISO currently charges for wind 
generation. Administrative and General Costs were taken from the Marin BP for the years 
2011 through 2013. From 2014 onwards, PG&E escalated the costs by 2.5 percent annually.
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Table 8. PG&E’s Estimates of Other System and A&G Costs (Nominal $)

Other System Costs m 2012 2013 2014 2015 120T6 mm 2018 2019 2020 2021 2022 2023 2024 2025
($000)Ancillary Service Fees 1,308 1,304 1,305 1,309 1,314 1,319 1,325 1,330 1,337 1,342 1,349 1,356 1,362 1,369 1,376
($000)ISO Grid Management Charge 914 911 912 914 918 921 925 929 934 937 942 947 951 956 961
($000)Operations & Scheduling Coordination 6,540 6,520 6,525 6,545 6,570 6,595 6,625 6,650 6,685 6,710 6,745 6,780 6,810 6,845 6,880
($000)Wind Integration Costs 88 88 88 68 68 69 69 70 70 71 71 72 72 73 73
($000)Total Other System Costs

m and General Costs ""
Staffing

8,850 8,824 8,830 8,837 8,870 8,904 8,945 8,979 9,026 9,060 9,107 9,155 9,195 9,243 9,290

($000) 3,093 3,186 3,281 3,363 3,447 3,533 3,622 3,712 3,805 3,900 3,998 4,098 4,200 4,305 4,413
($000)Infrastructure 158 162 167 171 176 180 184 189 194 199 204 209 214 219 225
($000)Contractor Costs 2,609 2,635 2,714 2,782 2,852 2,923 2,996 3,071 3,148 3,226 3,307 3,390 3,475 3,561 3,650
($000)IOU Fees (Including Billing) 1,128 1,025 1,056 1,082 1,109 1,137 1,165 1,194 1,224 1,255 1,286 1,318 1,351 1,385 1,420
($000)Contract Staff 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
($000)Total A&G 6,987 7,008 7,218 7,398 7,583 7,773 7,967 8,167 8,371 8,580 8,794 9,014 9,240 9,471 9,707

d. Simulation Results:
Table 9 reports Marin’s simulated annual system total costs, total billed load, and the $/MWh 
cost of serving load. The costs reported in this table include the annual levelized capital costs for 
the resources used in Marin’s portfolio based on the capital cost assumptions provided above. 
Ancillary service fees, CAISO grid management fees, and administrative and general fees are 
also included in the cost figures in this table.

Table 9. Summary of PG&E’s Simulation Results

Total CCA Cost 
($000 - Nominal)

Total CCA Cost 
($/MWh)Year Total Billed Load (GWh)

2011 156,916 1,256 125
2012 155,707 1,252 124
2013 151,425 1,253 121
2014 164,706 1,257 131

164,615 1,261 1302015
2016 165,457 1,266 131
2017 166,521 1,272 131
2018 166,852 1,277 131
2019 168,275 1,284 131
2020 169,566 1,288 132
2021 170,921 1,295 132
2022 172,055 1,302 132
2023 173,826 1,308 133
2024 175,393 1,314 133
2025 176,581 1,321 134

Table 9 shows costs per MWh remaining the same for several years after a significant increase in 
2014 associated with owning 150 MW of wind and 50 MW of biomass. Since Marin’s load is 
essentially flat for the years after 2014, wind cost is levelized and thus does not change. The 
remaining costs do not escalate much (e.g., a few of them rise at 2%/year).

The Table in Appendix 1 shows the detailed results of Global Energy’s analysis.

3. PG&E’s Generation Rates

One of the most important factors, in determining whether Marin customers would save with a CCA 
is the future magnitude and rate of change of PG&E’s generation rate. The BP acknowledges this on 
p.77, stating “Small differences in the escalation rate of PG&E’s generation rates would have

10

SB GT&S 0316745



significant impacts on the ability of the CCA Program to provide ratepayer benefits.” But the BP 
then goes on to mischaracterize and confuse the issue in an apparent attempt to justify the use of a 
very high forecast of future PG&E generation rates (which, of course, makes it appear easier to reach 
a conclusion that Light Green option customers will pay rates equivalent to PG&E’s and 100%
Green customers will pay rates just 20% higher than PG&E’s). Specifically, the BP states:

“The forecast underlying this business plan projects an average increase of 3% per year in 
PG&E’s generation rates, which is relatively low by historical standards. The average annual 
increase in PG&E’s electric rates has been 4.1% since 1980 and 5.2% since 2000.” (p.77)

This statement is erroneous and misleading for a couple of reasons. First of all, as the 2014- 2025 
pro forma makes clear, the BP assumes that rates increase by 3.5% per year, not 3%.15 Second, the 
statement about the 4.1% increase since 1980 cannot possibly refer to PG&E’s generation rate, but 
instead seems to be referring to PG&E’s total bundled rate. But the historical and future levels of 
bundled rates are completely irrelevant to the issue of whether or not customers will save on CCA, 
since customers pay the same non-generation rate components (i.e., delivery and non-bypassable 
charges) whether they choose to be served by the CCA or opt out and continue as PG&E bundled 
service customers. The only PG&E charge that will be avoided by CCA customers is the generation 
rate, so it is the only relevant charge to use as a standard of comparison for the CCA’s expected 
rates. PG&E only began unbundling its rate into its various components (generation, transmission, 
distribution, public goods, etc.) in 1998, so data on generation rates only date back 10 years.16

In fact, PG&E’s generation rates that would be avoided by customers served via a CCA have 
increased by only about 1 to 2 percent per year between 1998 (the year rates were initially 
unbundled) and 2007. Marin’s consultant, Navigant, made similar misstatements about PG&E’s 
historical generation rates in public meetings held to persuade elected officials to the support efforts 
of the Kings River Conservation District (KRCD) and San Joaquin Valley Power Authority (SJVPA) 
to move forward with their CCA plan. Over the course of six months from July through December, 
2007, PG&E sent a series of letters to SJVPA and KRCD responding to Navigant’s misstatements 
and documenting the lower, 1 to 2 percent per year, historical increases in PG&E’s generation rates. 
In Appendix 2 PG&E has attached that correspondence. Furthermore, as PG&E pointed out to 
Navigant in its correspondence, the forecast for annual generation rate increases that PG&E provided 
to the CEC as part of the Integrated Energy Policy Report range from approximately 0.5% to 2.5%. 
PG&E has chosen the mid-point of both of these ranges - 1.5% — as part of this analysis.

One other important factor that needs to be accounted for is that PG&E’s generation rate that would 
be avoided by a CCA may be overstated to the extent it includes the above-market costs of so-called 
“new world procurement” contracts. The California Public Utilities Commission (CPUC) has 
previously determined in decisions D.04-12-048 and D.06-07-029 that PG&E may recover, via non- 
bypassable charges, any costs of long-term procurement contracts entered into since 2004 that turn

15 The Assumptions Sheet also lists the escalation in PG&E generation and CCA rates at 3.5% per year.
PG&E suspects that the 5.2% figure also refers to bundled rates, since the BP provides no supporting documentation for this 

claim. In addition, the choice of 1980 as a starting point seems curious. Why go back 28 years? Why not go all the way back 
to 1950? Or why pick 2000 (the year before the energy crisis) rather than 2001 (the year after) as a starting point? PG&E 
suspects Marin’s consultant, Navigant, may have “cherry picked” its analysis periods to show PG&E historical rates in their 
worst light. In any event, it is only the level of PG&E’s generation rate - and not its total bundled rate - that matters.

16
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out to be above the market price. The new world procurement charges will apply to all departing 
customers, including specifically customers who take service from a CCA.17 The upshot is that 
some portion of PG&E’s generation rate may be deemed to be non-bypassable and separated out as a 
separate charge that CCA and other departing customers will owe. For example, the PG&E 
generation rate for the mix of customer loads served in Marin is currently 8.3 cents per kWh. If the 
CPUC adopts a methodology that results in 0.3 cents of this rate being deemed to be associated with 
the above-market costs of new world procurement contracts, then PG&E will further unbundle its 
rates to show a generation rate of 8.0 cents and a new world procurement charge of 0.3 cents. In that 
event, the rate that a Marin CCA would have to beat for customers to see savings would be 8.0 cents, 
not 8.3 cents.

4. Side-by-Side Comparison Between PG&E’s and the BP’s Financial Analyses

a) Inconsistencies in the BP
The BP presents its pro formas in two distinct, difficult-to-meld-together tables. The BP pro 
forma for the initial 2009 - 2013 period (which shows estimated cash-flows) is presented as 
Table 3 on page 10, and again on p.67. The BP pro forma for the 2014 - 2025 period (which 
shows break-even CCA rates) is in BP Appendix A. As described below, these two tables are 
virtually impossible to meld together into a single pro forma for the entire 2009 - 2025 period 
because they contain widely different information. There are different levels of detail in the two 
tables, and some costs items appear in one table but not the other. Neither table provides 
sufficient detail for an independent observer to replicate the results.18

On the revenue side, the BP pro forma in Appendix A (2014-2025) provides annual estimates by 
customer class of accounts, sales, and rates in addition to the revenue estimates. In contrast, 
Table 3 (2009-2013) provides estimates only of annual revenue, with no detail on number of 
accounts, sales, or rates by class or in the aggregate. This lack of information makes it difficult 
to verify how the revenue estimates were derived for the 2009-2013 period. Comparing the two 
tables, there also appears to be an inconsistency in the revenue trend between 2013 (the last year 
of one table) and 2014 (the first year of the next table), with the annual revenue figure 
inexplicably dropping from $139 million to $128 million - despite the assumption in the BP’s 
analysis that sales increase every year by 0.5% and rates by 3.5%. A comparison of revenue 
figures in adjacent years over the 2012-2025 period shows the expected 4% increases (i.e., equal 
to the sum of the 0.5% increase in sales and the 3.5% increase in rates) for every class and every 
pair of years except between 2013 and 2014, where a number of classes show significant 
inexplicable decreases.

On the cost side, the BP’s two pro formas are also very different. The one for the initial period 
contains estimates of two categories of costs: (a) administrative and general (A&G) costs,

17 The new world procurement charges will be vintaged, so that customers will be responsible only for the above-market costs 
of contracts entered into prior to their departure. A CPUC proceeding, Track 3 of Rulemaking 06-02-013, is nearing 
completion where the CPUC will adopt a specific methodology for calculating these charges and determining the precise 
vintaging rules.
18 Subsequent to the release of the BP, Marin has posted on its web page a one-page document titled “January 2008 Draft CCA 
Business Plan for the Marin Communities—Assumptions Underlying Projected Operating Results” (henceforth called the 
“Assumptions Sheet”) with additional information.. This Assumptions Sheet provides some helpful additional information, 
although in some instances the information is in conflict with the BP.
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including A&G sub-component cost items, and (b) program operations, which are limited to 
energy procurement costs and an apparent adder to account for higher renewables costs. In 
contrast, the pro forma for the later period shows five categories of costs, including (a) and (b) 
above (although without the A&G subcomponent items) plus (c) capital and debt service costs, 
(d) billing costs, and (e) franchise fee costs. There is no discussion as to why the detailed 
information about A&G subcomponent costs was excluded from the 2014-2025 pro forma (since 
these costs were presumably estimated), nor why cost items (c), (d), and (e) were excluded from 
the 2009-2013 pro forma. Certainly, the Marin CCA would be obligated to make franchise fee 
payments during all years, not just 2014-2025 - so why omit these costs? Moreover, the BP 
states on p.l 1 that all three bond issuances for start-up, working capital, and for the county- 
owned renewable projects will have been made by 2011, so the absence of any debt service costs 
in the 2009 - 2013 pro forma is puzzling.

In addition to these inconsistencies between the two BP pro formas, both suffer from a lack of 
detail. On the revenue side only the overall average rates charged by the CCA are shown,19 but 
not the separate prices charged for the 100% Green and Light Green options. On the cost side, 
there is a rather startling absence of detail, especially concerning power costs. The two BP pro 
formas each show two power related items: the 2009-2013 pro forma contains lines for 
“electricity procurement” and “renewable portfolio adjustment” costs; while the 2014 - 2025 pro 
forma lists “cost of energy” and “capital and debt coverage.” The latter is primarily designed to 
pay back a $500 million bond used to finance the construction of wind and biomass power 
plants. But nowhere are individual resources identified or the calculation of their costs shown.20 
Nor is there any delineation of PPA costs. Finally, although a table on p.l 1 describes three 
proposed bond issuances in general terms, there is no description of how expected debt services 
on these three bond issuances combine to equal the annual debt service cost figures shown in the 
pro formas.21

b) Side-by-Side Comparison
Notwithstanding these challenges, PG&E has attempted to construct a side-by-side comparison 
of its assumptions and analytic results with that of the BP. Table 10 shows a comparison of key 
PG&E assumptions versus those made by the BP that impact the analytical results while Table 
11 compares the resulting costs. A detailed comparison of the assumptions is included in 
Appendix 3.

19 This comment pertains to the 2014-2025 pro forma. As noted earlier, the 2009-2013 pro forma does not show any rates at
all.
20 The Assumptions Sheet does contain some unit cost infonnation (i.e., installed cost, O&M costs, fuel and costs). However, 
no calculations are shown as to how these unit costs are ultimately turned into annual energy costs.
21 Even the basic assumptions made by the BP are unclear. For example, the exact tenns of each of the three issuances are not 
spelled out. Rather, they are characterized in vague terms as “No longer than 7 years,” “No longer than 5 years,” and “20-30 
years.” The assumed interest rates are similarly unclear: the text in footnote 29 on p.73 says 6% (at least for the first issuance), 
while the Assumptions Sheet lists 5.5% as the “cost of money.”

13

SB GT&S 0316748



Table 10: Comparison of Key Assumptions

Assumption Marin BP -PG&E’s/Global Energy
Full Requirements Electric Supply Cost (0/kWh) 8.80 11.80

Wind Capacity Factor 35% 23%
$/MWh - Wind $85 - $105 $127

Biomass Capacity Factor 80% 78%
$/MWh - Biomass $65-$80 $96

Table 11: Comparison of Results

BP’s Estimated CCA Rates ($/MWh) PG&E’s/Giobai Energy CCA Rates ($/MWh)Year
$88 $1252011
$88 $1242012
$88 $1212013

$104 $1302014
$100 $1302015
$104 $1312016
$105 $1312017
$105 $1312018
$107 $1312019
$111 $1322020
$114 $1322021
$115 $1322022
$117 $1312023
$118 $1332024
$119 $1342025

PG&E’s estimates of the rates that Marin will need to charge CCA customers, if it supplies power with 
very high penetration rates of renewables, are substantially higher than the BP’s estimates of these rates. 
Given the different nature of the two analyses, there are a large number of possible causes of these 
differences. It appears that the biggest driver of the difference for the years 2010-2013 is the 
“placeholder” estimate that Navigant made on the cost of a “full requirements” contract. As discussed 
elsewhere in this report, it is not possible to make a reasonable estimate of the cost of this contract without 
an identification of the resources that will be used to provide this power. The BP has not provided any 
indication of what specific resources are assumed to be used, and instead the BP simply inserts an 
“indicative” estimate of the cost of that supply. Part of that indicative estimate includes a presumption 
that the cost premium for renewable supply would be 1.5 cents per kWh, although in another recent report, 
Navigant (Marin’s consultant) indicated that the premium is far from stable and has increased by 1.5 cents 
per kWh since 2004. 22 In contrast, PG&E has made assumptions about specific resources that might be 
used and where those resources might be located, followed by an estimate of the cost of those specific 
resources.

Again, with the caveat that PG&E does not have sufficient detail on the Navigant analysis for the 
year 2014 and beyond, it appears that the biggest drivers of the difference in the estimates are costs

22 “Economic Impacts of the Tax Credit Expiration”, Final Report Prepared for the American Wind Energy Association 
(AWEA) and the Solar Energy Research and Education Foundation (SEREF), Feb. 13, 2008 (available at 
http://www.awea.org/newsroom/pdf/Tax_Credit_Impact.pdl).
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of wind and of biomass resources.23 Regarding biomass, the Marin BP apparently assumes this will 
cost in the range of $65/MWh to $80/MWh. Based on higher prices reported from other sources,24 
PG&E has used a competitive market rate of $96/MWh, with the understanding that the owners of 
any cheaper biomass supply will want to receive this competitive market price. Any higher cost 
biomass supply likely will not be built, and Marin would instead be looking for alternatives that it 
could only hope to be able to get for something close to this competitive market price.

5. Additional Factors Impacting the BP Viability

a. Power Purchase Agreements - Fixed Prices and Risk
The BP proposes that the Marin CCA procure all of its power needs over the 2009-2013 period, 
and a portion of its power needs from 2013 on, via PPAs entered into with suppliers. On p.76, 
the BP seems to contemplate that the Marin CCA would negotiate a fixed price full requirements 
contract (or contracts) with a supplier (or set of suppliers).25 The assumed advantage of this for 
the CCA is that the risk of possible higher future market prices (e.g., due to increasing fuel 
prices) would be borne by the supplier, not the CCA. But this ignores the fact that suppliers will 
not want to bear that risk either, unless compensated for doing so via a risk premium added to the 
contract. The recent example of negotiations between KRCD, the exclusive supplier for the 
proposed SJVPA, and Citigroup, a potential full requirements power supplier, raises questions 
regarding exactly how much risk is absorbed by the power provider, and how much resides with 
the customers. So it is not at all clear that, absent paying a hefty premium, a Marin CCA would 
be able to negotiate a fixed price contract for full requirements supply.

b. Availability and Price of New Renewables
In its October 2007 comments on the preliminary BP, PG&E noted that renewables are currently 
in great demand, prices are increasing, and many prime locations for wind power have either 
already been developed or reserved for development. On p.54, the BP essentially acknowledges 
the truth in those comments, stating, “The Authority, working with third party electric suppliers, 
will need to be aggressive in pursuing the renewable resources that are currently available to 
ensure that PG&E and the other utilities do not lock up the most economic resources for their 
own portfolio needs during the early years of the Program.” Given the huge demand for 
renewables due to climate change concerns, as well as legislative and regulatory policy 
prescriptions, the best projects have already been developed and prices have been rapidly 
increasing.

One advantage often cited (and cited here, too) for public entities to develop power projects is 
the ability to finance them with tax-exempt bonds. In its October 2007 comments, PG&E 
acknowledged this potential benefit, but also noted that there is opt-out risk and that financing 
costs are just one element of the total cost of power supplies. PG&E will not repeat those 
comments here.26 However, PG&E does comment here on the language in the BP at p.74 that 
states that the benefits of tax-exempt financing can be obtained even if Marin does not itself 
finance and construct the renewable plants - by purchasing the power at cost from plants

23 Refer to the wind differences discussed on p.7 of this report.
24 Refer to biomass discussion on p.7 of this report.
25 The text states, “Once the Authority locks in the price of its initial supply contract,...” (See p.76.)
26 See Letter dated October 26, 2007 from John Newman to Charles McGlashan, p.8.
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financed by publicly owned utilities (POUs) that are eligible for similar favorable tax treatment 
on their bond issuances. This begs the question of why a POU would be willing to sell power at 
cost to Marin when the price offered by other buyers in the market is higher. The POU has a 
fiduciary duty to its own ratepayers to keep rates as low as possible by selling any excess power 
it has at the highest possible price. In this situation, Marin’s CCA should expect to pay the 
market rate for renewable power, whether it comes from a privately owned plant or one owned 
by a POU.

c. Opt-Out Rate Assumptions and Proposed CCA Marketing
On p.38, the BP states that it has assumed that the opt-out rate for all non-governmental accounts 
is 10%. No basis is provided for this assumption, and it strikes PG&E as quite optimistic - 
especially given that the BP proposes that customers will be automatically defaulted onto a rate 
which will, at best, cost 20% more than the Light Green rate, which the BP believes will 
approximate PG&E’s generation rate for at least the early years.27

In similarly predicting participation rates for its two rate options, the BP tellingly assumes that 
just 5% of the larger (E-19 and E-20) customers will remain with the more expensive, default, 
100% Green option that is anticipated to cost 20% more than PG&E’s generation rate. 
Apparently the BP assumes these large customers are to be price-sensitive. But if they are price- 
sensitive, then why would 90% of them choose not to simply opt-out, when the best option the 
Marin CCA is offering (Light Green) will, likely cost much more than PG&E’s generation rate?

In contrast, and somewhat inexplicably, the BP assumes that 70% of medium-sized business 
customers will remain with the 100% Green option. Why business customers who are just 
slightly smaller than E-19 size would have a “take rate” for the 100% Green option that is 14 
times that of E-19 customers is not explained. The BP’s assumption that there is a quantum 
difference in a customer’s price-sensitivity depending upon whether its demand is above or 
below 500 kW does not seem credible. PG&E suspects that many more business customers are 
price-sensitive than the BP seems to believe, and will not be that anxious to unwittingly accept a 
20% (or more) generation cost increase.28

d. Rate Design
On pp.81-83, in the section on rate design, the BP includes a detailed discussion of PG&E’s 
current tiered rates for residential customers, where high usage customers pay generation rates 
much higher than cost while low usage customers pay below-cost generation rates. While not

27 Since there is not yet a CCA operating in California under state rules, there is no evidence to draw from to predict opt-out 
behavior when customers are presented with a CCA choice versus continuing with bundled service from their investor-owned 
utility. Admittedly, there may be some inertia effects that favor the default CCA choice (i.e., customers not paying attention, or 
having the generation part of their bill being so small that it is not worth the effort to make an affirmative choice), but a 10% 
opt-out assumption seems entirely speculative.
28 PG&E is aware that Marin has included a survey question about customer’s willingness to pay more for renewables. But the 
wording of the question was misleading, since it provides no context regarding PG&E's portfolio, no notion of what a CCA 
does, no description of the opt-out requirements, and no sense as to cost of additional renewables. Moreover, it can be 
dangerous to rely too heavily on what customers say in response to a survey as a predictor of how they will actually behave 
when their decisions have a financial consequence. It is easy to give the more socially acceptable answer to a question when 
you are not actually making a financial commitment (just as it’s easy for a supplier to give a low, non-binding, “indicative” bid 
early on, which later increases when it comes time to be firmed up). Thus Marin’s lofty 81% renewables conclusion may well 
be misplaced.
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reaching a conclusion, the BP does suggest that the Marin CCA could easily design a flat (or less 
severely tiered) power rate that is more cost-based and would be very attractive to large users. 
PG&E would just note that the utilities are well aware of the current inequities in their generation 
rates and have either taken steps, or are about to do so, to address the problem. Rate tiers based 
only on non-generation rate components were initially adopted by the CPUC for San Diego Gas 
and Electric (SDG&E) in D.05-12-003. SDG&E filed A.07-01-047, and subsequently a Partial 
Settlement in that proceeding, to continue to base rate tiers on only non-generation components. 
The Commission recently adopted that settlement in D.08-02-034. Late last year, Southern 
California Edison (SCE) filed a similar proposal with the CPUC in its Rate Design Window 
proceeding (A.07-12-020) to eliminate differentiation of residential generation rates by rate tier 
and bring them more into line with the actual cost of generation. Just recently, on January 25, 
2008, The Utility Reform Network (TURN), the primary advocate for residential customers in 
California, filed comments in support of SCE’s proposed rate design changes, stating, “There is 
no reason why rate design, rather than true cost differentials, should drive consumers’ electric 
procurement choices. To the extent that there is or may be competition to provide generation 
services to residential customers, that competition should not be influenced by artificial 
incentives, but rather by the cost and value of the competing service offerings.„29

e. Risks to Marin JPA Members
In describing the three proposed bond issuances, on p.73 the BP states that, “The security for 
these bonds would be a hybrid of the revenue from sales to the retail customers of the Authority, 
including a Termination Fee.. .and the renewable resource project itself.” The implication is that 
no assets of the Marin JPA member cities and county would be at risk; the collateral would be 
the power plant assets of the JPA along with the revenues to be received from the CCA 
customers. The Termination Fee would represent insurance against the risk of customers opting- 
out and reducing that revenue stream. However, the first bond issuance of $6.4 million is 
scheduled for mid-2009,30 which is well in advance of the opt-out deadlines for the non
governmental customers in Phases 2 and 3 (that are scheduled to occur at various times during 
2010). So who is at risk for the repayment of this $6.4 million bond if it is determined that the 
bids received from suppliers do not meet the Marin CCA’s price targets, and the CCA efforts do 
not proceed? Would those obligations be the responsibility of the member cities and county or 
would the bondholders bear the risk of default?

f. Risks to Customers
On p.86, the BP describes the Termination Fee that will be assessed to customers who, after the 
free opt-out period has passed and later decide they wish to return to PG&E bundled service.
This Termination Fee is designed to provide a measure of protection for the Marin CCA against 
customer migration back to PG&E. However, the BP lacks the detail that would be helpful for 
customers to make reasoned decisions whether to opt out during the free period or take on the 
risk of a potentially hefty exit fee should they later desire to return to PG&E. According to the 
BP, the Termination Fee is composed of an Administration Fee plus a Cost Recovery Charge 
(CRC). The Administration Fee is described in detail, including a table on p.87 showing how the 
fee varies by customer class. But there is no detail about the CRC (which, in all likelihood, will 
be a much larger amount). How is a customer to make its decision, not knowing what the CRC

29 Response of The Utility Reform Network to SCE’s Proposed Rate Design Changes, January 25, 2008, p.l.
30 See Table 4 on p.l 1.
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will be in the future? The BP attempts to downplay this, saying on p.87 that it “will likely not be 
needed.” Furthermore, if it is needed, it will be set annually in open public meetings by Marin 
CCA board, meetings which are “subject to the Authority’s customer noticing requirements.
The BP seems to imply that prospective CCA customers can be reassured by the fact that they’ll 
receive notice of the annual meetings and will thus have the opportunity to be heard by the Marin 
CCA board. But the practical reality is that, regardless of what the public says in those meetings, 
the board members will have a fiduciary responsibility to set the CRC at whatever level is 
necessary to avoid insolvency (in fact, bondholders will likely demand such a covenant prior to 
investing their money).32 CCA customers will be stuck, and have no recourse but to either 
remain with the CCA or pay the CRC.33

»31

By law, Marin customers who do not affirmatively opt out would be automatically enrolled in 
the Marin CCA. Not only will CCA be the default for customers who remain silent, but the BP 
proposes on p.81 that such customers will default to the more expensive 100% Green CCA 
service option. This means that customers who are not paying attention and/or do not understand 
the Marin CCA’s communications, will effectively be dropped onto a service where, the report 
itself concedes (under best case assumptions), customers will pay 20% more for electric 
generation, or about 10% more on their entire bill.

6. Energy Efficiency, DR, Solar and GHG Sections Introduction

a. Energy Efficiency and Demand Response
Marin’s BP energy efficiency section beginning on p.55 discusses the intent for the JPA to 
administer energy efficiency programs as part of its CCA program. Specifically, the BP argues 
that there are incremental energy efficiency opportunities well beyond those that are associated 
with PG&E’s already aggressive and comprehensive programs. The discussion seems to be 
designed to identify specific energy efficiency activities, along with associated costs and benefits 
(savings) over and above PG&E's energy efficiency programs. However, it fails to achieve 
anything more than providing a basic primer of how to pursue energy efficiency measures, 
without demonstrating that the generic measures presented in the discussion are available, 
achievable and cost-effective. In order to fully assess the suggested benefits, significant 
additional details of the proposed energy efficiency program— their intended application, costs to 
the county and/or customers and anticipated energy savings will be needed. This information 
can then be compared to PG&E's programs to determine if there are, in fact, any incremental

31 See p.87.
32 In contrast, PG&E’s departing load charges are set by an independent regulator, and only after lengthy proceedings where all 
parties have their views heard regarding the appropriate levels of the charges.
33 The BP also states at p.74 that, “Although PG&E is under no explicit obligation to collect ongoing CCA charges [i.e., the 
Marin CCA’s CRC] after a customer returns to PG&E bundled service, there would be little justification, if any, for PG&E to 
refuse to provide such a service to the Authority.” It goes on to state that there is “a good precedent for such an arrangement in 
the case of load that has departed PG&E service for service by a municipal utility.” The implication is that it is a “done deal” 
that PG&E can be enlisted to perform this collection. But PG&E has not agreed to do so. Moreover, the statement implying 
that similar arrangements are common where POUs collect NBCs for PG&E is simply wrong. Aside from two exceptional 
cases where PG&E agreed to sell or lease facilities to a POU, and had the leverage to negotiate such arrangements with the 
POU as a condition of sale/lease, POUs have not been willing to perform this billing function, and PG&E has had to undertake 
the collection on its own.
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opportunities and benefits. Short of having such details, claims in the BP that such savings go 
beyond those of PG&E's, are simply not supported.

Page 56 of the BP states that for $2.8 million per year the CCA will save 15.1 million kWh, and 
that these are ".. .expanding beyond the savings achieved by PG&E's programs." However, it is 
not clear that BP’s forecast analysis is calculated to be in addition to PG&E’s program. 
Therefore, under the premise that the forecast analysis is adapted to supplement PG&E’s 
programs, the following discrepancies can be found in this section:

1. Assumptions used in the BP to determine the amount and cost of energy efficiency 
reductions are based on earlier assumptions in this decade that are optimistic when calculated 
out to the future for the 2014 start date in the pro forma. Thus, the energy efficiency analysis 
should be updated to reflect the potential and cost basis as of 2014. This update would need 
to take into account the energy efficiency that would be realized during 2002 - 2013 (12 
years) or 2006 - 2013 (8 years). The adjustment is likely to have a significant impact on the 
analysis since much of the lower cost energy efficiency will have already been realized (i.e., 
residential lighting), leaving less cost-effective energy efficiency available.

2. The analysis does not take into account recent Federal and State legislation raising the 
mandatory efficiency of general purpose lighting. As 71% of the energy efficiency market 
potential (shown on p.57) is from existing residential and commercial markets, and 
significant portions of this will be lighting, it is possible that little lighting potential will be 
available for programs by 2014. Thus, the BP’s energy efficiency analysis should take this 
into account and forecast from the perspective of what will be available in 2014 and what it 
would cost.

3. The cost assumptions for the programs given on page 104 provide for 80% incentives and 
20% administration, including marketing. This is a very aggressive assumption. In fact, if 
CCA residents would not have access to any PG&E program activities, this assumption is 
very unrealistic.

4. It appears that the CCA proposes to hire four program staff but the cost details are not 
provided to show where or how these costs are included.

With respect to demand response, the level of detail in the BP is insufficient to provide analysis. 
Given this limitation, PG&E cautions that it would be quite difficult for Marin County to meet 
based on the types of loads and weather conditions present in the County. Nonetheless, Marin’s 
CCA would be obliged to follow the loading order as with all load-serving entities and also be 
prepared to meet any obligations under the CAISO Market Redesign and Technology Upgrade 
(MRTU) and ultimately the prevailing market structure.

While Marin’s CCA energy efficiency and demand response plan and analysis should make clear 
what the relationship between PG&E and CCA programs are, PG&E emphasizes its intent to 
aggressively pursue all cost-effective measures in Marin County and elsewhere as part of 
PG&E’s ongoing and diligent implementation of energy efficiency. In 2007, PG&E’s energy 
efficiency programs helped customers in Marin County save over 25 million kWh, which 
translates to a reduction of 14,040 tons of C02 emissions. Further, the successful Local 
Government Partnership (LGP) between PG&E and Marin County delivered about 450 kW of 
peak demand reduction and approximately 2.5 million kWh of annual energy savings since its
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inception in late 2006 thru the end of 2007 through the Marin County Energy Watch (MCEW) 
partnership. The MCEW brings together five elements to provide energy efficiency services and 
resources to single and multifamily residential; small, medium and large commercial; and public 
agencies and schools in Marin County as described:

i. Marin Energy Management Team (MEMT) acts as “energy manager” for public sector 
agencies including local governments, school districts and special districts, and 
specifically addresses the difficulty of reaching smaller public sector institutions.
Services include audits, technical assistance, engineering, assistance in financing and 
obtaining incentives, specifying and managing projects, energy accounting and reporting, 
procurement, peer meetings and training workshops. MEMT also integrates other state, 
utility, and private energy efficiency programs, filling resource gaps, and addressing 
specific barriers as needed to provide as comprehensive and seamless a delivery of 
services as possible.

ii. Small Business Energy Alliance (SBEA) provides energy audits and incentives for 
energy efficient lighting retrofits, air conditioning and refrigeration system tune-ups and 
package air conditioner system replacements for small businesses. The program works 
closely with the MEMT and Marin Green Business to assist with public agency and small 
business projects.

iii. California Youth Energy Services (CYES) provides hardware installation and energy 
assessments to targeted owners and renters in the Mass Market program. CYES serves 
single-family dwellings, 2-4 duplexes, and multifamily units.

iv. EnergyWise provides energy efficiency training and incentives to licensed sales agents 
and brokers and qualified home inspectors, enabling agents to recommend and inspectors 
to provide time-of-sale energy checkup ratings.

v. Building Tune-Up (BTU) offers retro-commissioning and retrofit services to large 
commercial customers and provides incentives for implementing energy efficiency 
measures.

Together, the LGP with Marin County and PG&E can achieve more additional savings in 
partnership than can either entity acting alone or creating another infrastructure to do so.

b. Distributed Generation/Solar

On p.2, the BP states: “The Authority would leverage existing state and federal incentives to 
achieve a targeted deployment of at least 13 MW of distributed solar (photovoltaic) systems 
within its boundaries by 2019.” As PG&E has explained previously,34 PG&E believes Marin 
County residents will install 13-14 MW of new solar installations - and likely more - whether or 
not Marin County forms a CCA. These installations will occur as a result of the California Solar 
Initiative (CSI), which is administered by PG&E in Marin County. Whether or not Marin 
County forms a CCA, PG&E will continue to administer the CSI. Since 2001, Marin County 
residents who participated in the CSI, or its predecessor programs the CEC’s Emerging 
Renewables Program and PG&E’s Self Generation Incentive Program, have already installed 8.2 
MW of solar PV in Marin County. There are currently an additional 80 PG&E customers in 
Marin County who are in the process of installing an additional 3.3 MW.

34 See Letter dated October 26, 2007 from John Newman to Charles McGlashan, p.13.
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On p.40, the BP refers to the fact that SB 1 requires customers that participate in CSI to take 
TOU service, "Unlike the customers of the investor-owned utilities ... customers of the 
Authority will not be constrained by PG&E’s time of use rate structures, as the Authority may 
design rates at the discretion of its Board of Directors." However, the CPUC (and legislature) 
deferred this requirement until the utilities’ next GRC (2011 for PG&E) when a solar friendly 
rate can be designed. So this assertion is not true today. Nevertheless, PG&E considers its E-6 
rate that was negotiated with the solar parties and considered a good deal for most solar parties, 
compliant with the TOU requirement of SB 1. In fact, Marin residents who have installed solar 
generation and who are currently on a TOU rate would likely prefer that Marin County CCA also 
adopt a TOU rate, since PV tends to be producing power during peak periods when TOU rates 
would be highest. Customers who are exporting power prefer the highest value at time of export.

Additionally, PG&E notes that the BP has not been updated to reflect current program data. For 
example, under the “CEC Incentive” section on p. 59, the calculation assumes $2.60/Watt. The 
current CSI rebate for residential customers is $2.20/Watt. By 2011, when the residential load is 
projected to join the CCA, the CSI rebate for residential customers will be $1.90 or perhaps even 
$1.55. The installed cost, however, is realistic ($10,000 for a 1 kW unit). Consequently, the BP 
misrepresents the ability of their residential customers to install solar generation. While PG&E’s 
customers have responded positively to the California Solar Initiative, and PG&E hopes their 
participation continues at today’s high rates, the BP should accurately reflect the actual costs for 
Marin residents. At a minimum, the BP should be updated to reflect current program data.

c. Impact of Resource Plan on Greenhouse Gas
On p. 60-61, the BP discusses the impact on Marin’s greenhouse gas emissions due to the 
displacement of PG&E's fossil resources by the CCA's renewable resources. While the BP uses 
a reasonable C02 emissions rate of 400 tons per GWh for new gas fired generation, it also uses 
707 tons per GWh for existing resources— a number that is not reasonable since this C02 
emissions rate would not pass the legislated SB 1368 GHG emission performance standard and 
therefore could not be in PG&E's portfolio.

SB 1368 specifies an Emissions Performance Standard of 1,100 pounds of C02 per megawatt- 
hour (550 tons per GWh) for all new long-term commitments for baseload generation to serve 
California consumers. This standard is based on the emissions of a combined cycle gas turbine 
plant. As such, Marin’s assumption that the high emissions rate of 707 tons per GWh would 
remain the same through 2019 is incorrect because over time, the emissions rate of existing 
generation will go down as existing contracts expire and new contracts must conform to the 
approved Emissions Performance Standard of 550 tons per GWh. Therefore, Marin’s set of 
“high” C02 reduction estimates is too high, especially in the later years of its projection.

More fundamentally, the BP overestimates the impact on its greenhouse gas reductions since 
PG&E's certified or projected average emissions rate for our portfolio is much lower than the 
400 or 707 tons per GWh emissions rates that they assume. PG&E's certified or projected 
average emissions rate in its long term plan range from 160.5 to 212.5 tons per GWh.
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7. Conclusion

The Business Plan for Marin CCA is consistently optimistic in its underestimation of costs, 
overestimation of PG&E generation rates, rosy scenario of available, inexpensive renewables 
and enthusiasm for Marin’s ability to find energy efficiency and distribution generation that 
PG&E could not. Yet, these assumptions are never tested by any sensitivity analyses. The 
Business Plan does not itself permit one to judge the consequences of the failure of any of these 
generous assumptions.

In fact, the Business Plan consistently underestimates how much a Marin Power Authority would 
have to pay for power even at a 20% renewable content without benefit of the hedges inherent in 
PG&E’s current portfolio. The only way to keep the Light Green price at the level of the PG&E 
alternative would be for additional costs to be shifted to customers on Marin’s 100% Green 
tariff, who the Business Plan already expects to charge 20% more than other customers.

The Business Plan is predicated on an exceptionally high customer take rate for the 100% Green 
tariff among residential and small customers, perhaps because it is to be made the default rate. 
While Marin residents may have expressed a willingness to pay somewhat more for green power, 
there is no evidence that they would consent to such a large premium over the prices paid by 
their friends and business competitors elsewhere in the Bay Area, or by their Marin neighbors 
who opted out and remained with PG&E. A significant return to utility service, as happened in 
Ohio when utility rates fell,35 is a distinct possibility. In that case PG&E would have no choice 
but to seek to recover from those returning customers the costs associated with the sudden 
increase in load, a “double whammy” when added to Marin CCA’s exit fee.

35 Stephen Littlechild, "Municipal Aggregation and Retail Competition in the Ohio Electricity Sector," Electricity Policy 
Research Group Working Papers, No.EPRG 07/15. Cambridge: University of Cambridge.
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Appendix 1. Detailed Production Simulation Results

Marin CCA System Cost

2025Year Metirc 2011 AiV 2013 JiM 2015 2016 2017 2018 2019 2020 2021 ?»?? 2023 •?u?\

Peak Load inci Losses MW 237 236 235 234 234 234 235 235 236 240 241 242 243 244 246
Energy Load inci Losses MWh 1,308,074 1,304,067 1,305,055 1,309,066 1,314,055 1,319,045 1,325,043 1,330,045 1,337,056 1,342,064 1,349,062 1,356,063 1,362,041 1,369,060 1,376,062

Gas Turbine MW 153 151 150 99 99 99 100 100 101 106 107 108 110 111 113
Combined Cycle Gas MW 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120
Biomass MW 0 0 0 50 50 50 50 50 50 50 50 50 50 50 50
CSP Para. Trough Solar MW 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Geothermal MW 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Landfill MW 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
PV Rooftop Solar MW 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Wind New Development (150 MW) MW 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Wind PPA MW 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Total RA capacity MW 273 271 270 269 269 269 270 270 271 276 277 278 280 281 283
RA Requirement @ 15% PRM MW 273 271 270 269 269 269 270 270 271 276 277 278 279 281 283

Generation
Gas Turbine MWh 8,510 14,256 22,742 20,421 25,103 26,020 35,187 41,962 57,300 60,854 90,645 127,116 118,532 114,310 119,854
Combined Cycle Gas MWh 501,470 492,864 524,778 569,067 580,642 575,578 583,184 602,324 628,691 647,842 703,358 706,642 724,831 728,892 742,279
Biomass MWh 0 0 0 346,025 345,950 349,625 347,500 347,450 346,800 346,900 346,875 347,900 347,525 347,625 345,875
CSP Para. Trough Solar MWh 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Geothermal MWh 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Landfill MWh 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
PV Rooftop Solar MWh 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Wind New Development MWh 0 0 0 303,971 303,971 304,361 303,971 303,971 303,971 304,361 303,971 303,971 303,971 304,011 303,971
Wind PPA MWh 884,067 882,495 882,039 376,184 380,095 384,498 388,698 392,610 398,083 402,830 407,342 412,613 417,918 423,298 428,598
Spot Market Purchases MWh 436,140 432,515 424,138 246,569 232,398 255,167 240,787 236,938 219,872 218,197 186,769 179,150 168,878 163,564 164,275
Spot Market Sales MWh -522,113 -518,062 -548,641 -553,171 -554,103 -576,204 -574,284 -595,209 -617,661 -638,919 -689,897 -721,329 -719,614 -712,639 -728,790

Total Generation MWh 1,308,074 1,304,067 1,305,055 1,309,066 1,314,055 1,319,045 1,325,043 1,330,045 1,337,056 1,342,064 1,349,062 1,356,063 1,362,041 1,369,060 1,376,062
Total Renewable Energy (Without RECs) MWh 884,067 882,495 882,039 1,026,180 1,030,016 1,038,484 1,040,169 1,044,030 1,048,854 1,054,090 1,058,187 1,064,484 1,069,414 1,074,933 1,078,444

Total Renewable Energy (With RECs) MWh 884,067 882,495 882,039 1,026,180 1,030,016 1,038,484 1,040,169 1,044,030 1,048,854 1,054,090 1,058,187 1,064,484 1,069,414 1,074,933 1,078,444
Renewable Energy % of Billed Load % 70% 70% 70% 81.7% 81.7% 82.0% 81.8% 81.8% 81.7% 81.8% 81.7% 81.8% 81.8% 81.8% 81.6%

($000)-ue! Cost 29,509 29,076 30,784 32,784 33,430 32,863 35,325 37,306 41,172 44,199 50,788 55,878 57,975 59,647 62,386
($000)VOM cost 3,403 3,323 3,168 3,185 3,310 3,255 3,547 3,676 3,964 4,187 4,411 4,830 5,014 5,123 5,266
($000)Purchase Spot Cost 25,561 25,389 23,468 13,672 12,637 14,050 13,807 13,860 13,408 14,152 12,808 12,460 12,432 12,501 13,065
($/MWh)Ave Purchase Spot Cost 59 59 55 55 54 55 57 58 61 65 69 70 74 76 80
($000)Sale Spot Rev -28,758 -29,585 -33,718 -34,467 -35,050 -36,150 -38,376 -41,100 -44,602 -48,960 -54,594 -60,298 -62,322 -64,127 -68,064
($/MWh)Ave Sale Spot Rev 55 57 61 62 63 63 67 69 72 77 79 84 87 90 93
($000)Emissions Cost 1 666 814 992 1,161 1,312 1,546 1,834 2.231 2.617 3.331 4.025 4.605 5.210 6.038

CAISOTAC (3.1HV+3.5LV)$/MWh ($000)
($000)Congestion Charge

Net Variable Operating Cost ($000) 29,717 28,869 24,515 16,166 15,489 15,331 15,849 15,576 16,172 16,194 16,745 16,895 17,703 18,353 18,691
Resource Capital Costs
Levelized CC Cost ($000) 10,949 10,949 10,949 12,086 12,086 12,086 12,086 12,086 12,086 12,086 12,086 12,086 12,086 12,086 12,086

($000)Levelized Biomass Cost 0 0 0 33,218 33,211 33,564 33,360 33,355 33,293 33,302 33,300 33,398 33,362 33,372 33,204
($000)Levelized Landfill Cost 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
($000)Levelized CSP Para. Trough Solar Cost 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
($000)Levelized Geothermal Cost 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
($000)Levelized GT Cost 15,542 15,338 15,237 11,100 11,100 11,100 11,212 11,212 11,325 11,885 11,997 12,109 12,334 12,446 12,670
($000)Levelized PV Rooftop Solar Cost 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
($000)Levelized Wind New Development Cost 0 0 0 39.787 39.787 39.787 39.787 39.787 39.787 39.787 39.787 39.787 39.787 39.787 39.787
($000)Levelized Wind PPA Cost 84,870 84,719 84,676 36,114 36,489 36,912 37,315 37,691 38,216 38,672 39,105 39,611 40,120 40,637 41,145
($000)Total Resource Capital Costs 111,361 111,007 110,862 132,305 132,673 133,449 133,760 134,131 134,706 135,732 136,275 136,991 137,689 138,327 138,892

•Hit!
REC cost 5%ioad*$15/MWh ($000) 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

($000)Ancillary Service Fees 1,308 1,304 1,305 1,309 1,314 1,319 1,325 1,330 1,337 1,342 1,349 1,356 1,362 1,369 1,376
($000)Exit Fees 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
($000)ISO Grid Management Charge 914 911 912 914 918 921 925 929 934 937 942 947 951 956 961
($000)Operations & Scheduling Coordination 6.540 6.520 6.525 6.545 6.570 6.595 6.625 6.650 6.685 6.710 6.745 6.780 6.810 6.845 6.880
($000)Franchise Fees 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
($000)Wind integration Costs 88 88 88 68 68 69 69 70 70 71 71 72 72 73 73
($000)Total Other System Costs 8,850 8,824 8,830 8,837 8,870 8,904 8,945 8,979 9,026 9,060 9,107 9,155 9,195 9,243 9,290

Administrative and General Costs
Staffing ($000) 3,093 3,186 3,281 3,363 3,447 3,533 3,622 3,712 3,805 3,900 3,998 4,098 4,200 4,305 4,413

($000)Infrastructure 158 162 167 171 176 180 184 189 194 199 204 209 214 219 225
($000)Contractor Costs 2.609 2.635 2.714 2.782 2.852 2.923 2.996 3.071 3.148 3.226 3.307 3.390 3.475 3.561 3.650
($000)IOU Fees (Including Billina) 1.128 1.025 1.056 1.082 1.109 1.137 1.165 1.194 1.224 1.255 1.286 1.318 1.351 1.385 1.420
($000)Contract Staff 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
($000)Total A&G 6,987 7,008 7,218 7,398 7,583 7,773 7,967 8,167 8,371 8,580 8,794 9,014 9,240 9,471 9,707

|($000)iTotai System Costs 156,9161 155,7071 151,4251 164,7061 164,6151 165,4571 166,521 166,852| 168,275| 169,566| 170,9211 172,055| 173,826| 175,393| 176,581

iBiiiing Load |MWh 1,255,7511 1,251,9041 1,252,8531 1,256,7031 1,261,4931 1,266,2831 1,272,0411 1,276,8431 1,283,57411,288,38211,295,10011,301,8211 1,307,5591 1,314,2981 1,321,0201

|$/MWh|Gen Charge 125.01 124.41 120.91 131.11 130.51 130.71 130.91 130.71 131.11 131.61 132.01 132.21 132.91 133.51 133.71

-1-
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Appendix 2

PG&E-SJVPA-KRCD Correspondence regarding PG&E’s Generation Rates

mm mem
JUS * s JID,1

' I) f'
mm fcss ie-scT. >',«**

tj.sk m S3S

May 29. 2007

Mr, Dav.d inhin, Mar»tj#r 
fiirific Gas & E*l»::lnr C:r»w|mny 
123 Mission Street, loom 24Ssf
Sail Francisco, CA 94Ite

Re; DatiJgaotiMIrws CigEtMtifatliop

Dear Mr, Eutan;

Al file City of Clovis fClwjMj workshop ©a May 14, 2007 Ike City Council revested 
tlw*. Pacific Cm and Electric Company jKt&E) provide flic San Jiwquin Valley 
?mtmr Autlioiilv (Authority) and the Kings Rivet CwisecvjtMin District fliKOJl with
historic PC&K generation rates, At that meeting you stated that PGM: would he 
pleased to toward tucli. iatarmetlnn to us. Picas* consider ibis to lie ii tetud 
request ter any tatormattuii that providtvs & summary nf histork Kj&ii
generation mIm as stated to the Council.

W* understand, bused upon out amveisatUm outside the f.ntrami OkttiAwrs that
evening, it»l it is only recently that I’G&f unbundled rates » ImmA-mii the 
generation cflinpcnen.; but. we would appreciate all information that you earn 
provide. Specifically, we ere requesting system-wide t|«n«rattc.a rales and 
individual customer class generation rates, Hank ymt for your timely response to

|tMs ie<fUH.s|r\

no-m
id tirth

W

General Manager 

DOUp

CC: Robert Ford, City of Cows

ia,si«
I.X-WISJ

m»*« raws
mmmiMmii»*,*•;cwim- e«««wf <.-1*4*11,•«««,te#»»- «ri*M.i»u,iuK»Ni™• tumm• mwwmmsnmm-• tmmmomrn mt-m .*»♦.-(

rnmimmern,«*:**> a»,»ij - *«#»*» . t
amom

%\H*, -®*V4i i * I'x rMti - » I MW «f I ilrr-tpa# 1 ,•! M*
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July 17, 2007

Mr. David Orth
General Manager
Kings River Conservation District
4886 East Jensen Avenue
Fresno, CA 93725

Re: Data Request from Clovis Workshop

Dear Mr. Orth:

This is in response to your letter of May 29, 2007 (which I received on June 6), in which you 
requested additional information about PG&E’s historic unbundled generation rates. PG&E has 
stated in its presentations (at the Clovis Workshop on May 14, 2007 and subsequently) that the 
generation component of its rate, which has been unbundled only since 1998, has grown at 
approximately two percent per year since 1998, the first year in which there was a separately 
identified generation charge. This was in direct response to KRCD’s presentation that same 
evening, and the SJVPA letter sent to the Fresno City Council dated May 14, that claimed that 
PG&E’s generation rate had grown by over 4% per year for a 27 year historic period.

You have asked for “any official information that provides a summary of historic PG&E 
generation rates as stated to the Council,” and also asked, “Specifically, we are requesting 
system-wide generation rates and individual customer class generation rates.” I must caution that 
there have been numerous changes in how the various components of PG&E’s unbundled rates 
have been defined and tracked for reporting purposes over the period since 1998. That being 
said, following is the information that supports our claims.

At the system-wide level, the annual compounded growth rate between 1998 and 2007 for 
PG&E’s average generation rate has been between 1.5% and 2.3%, with differences depending on 
what methods are used to reconcile the structural changes in the ways that PG&E’s unbundled 
rates have been defined over time:

Method 1: Broader Definition of System Average Generation Rates

ffi 1998 Generation Rate = 6.76 cents/kWh 
ffi 2007 Generation Rate = 7.71 cents/kWh 
ffi Compound growth rate = 1.5% per year

Method 2: Narrower Definition of System Average Generation Rates

ffi 1998 Generation Rate = 6.29 cents/kWh 
ffi 2007 Generation Rate = 7.70 cents/kWh 
ffi Compound growth rate = 2.3% per year

SB GT&S 0316760



Mr. David Orth 
July 17, 2007 
Page 2

For both methods, the compound annual growth rate has been calculated using the formula:

ffi Compound growth rate = [(2007 Rate - 1998 Rate) A (1/9)] - 1 ,

where the exponent (1/9) reflects the number of years between 1998 and 2007.

Method 1 includes adjustments to 1998 generation revenues to account for the 10 percent rate 
reduction bond discounts provided to residential and small commercial customers as if those 
discounts had not been applied to 1998 rates. (Revenues were tracked on this basis for the period 
between 1998 and 2000 as a means of tracking class-level contributions towards electric 
restructuring transition costs, with the 10% rate reduction discounts recognized as having 
changed the timing of when these costs would be paid by residential and small commercial 
customers, but not the total level of those costs.) Method 2 includes no such adjustment. 
Additionally, the Method 1 rates for 2007 include the 2007 Reliability Services rate component 
(which is currently treated as a transmission-related rate, but which was not separately unbundled 
from generation rates until the year 2000). Method 2 does not.

Please refer to Tables 1 and 2 for a year-by-year history of PG&E’s unbundled generation rates 
from 1998 to 2007, based on Methods 1 and 2 respectively.

Sincerely,

Originaf signedby (David (Rubin

cc: Robert Ford, City of Clovis
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Mr. David Orth 
July 17, 2007 
Page 3

Table 1 - Historic System Average Bundled Generation Rates (Method 1)

System
($/kWh)

$0.0676Gen Rate --1998

Comparable Gen Rate - 2007
Gen rate component 
CTC

$0.0748
$0.0001
$0.0001
$0.0034

-$0.0013
$0.0771

RS
FTA
RRBMA
Total

Annual growth rate 1.5%

Table 2 - Historic System Average Bundled Generation Rates (Method 2)

Calendar
Year

Data
Source

Gen+CTC+
FTA/RRBMA

$/kWh

1998 Recorded
Recorded
Recorded
Recorded
Recorded
Recorded
Recorded
Projected
Projected
Projected

0.06292
0.06207
0.05966
0.08709
0.09798
0.08886
0.07160
0.06815
0.07589
0.07698

1999
2000
2001
2002
2003
2004
2005
2006 
2007
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David Orth
Kings River Conservation District

To:

From: John Dalessi 
Navigant Consulting, Inc

Subject: Review of Rate Information Provided by PG&E

Date: July 27, 2007

Dear Mr. Orth,

At your request, I have reviewed the historical rate information provided by PG&E in the 
July 17, 2007 letter to you from Mr. David Rubin. In this letter, Mr. Rubin cautions that 
“there have been numerous changes in how the various components of PG&E’s 
unbundled generation rates have been defined and tracked for reporting purposes over the 
period since 1998”, and he presents two different methods for reporting PG&E’s 
historical generation rates.

According to Mr. Rubin, the PG&E system-wide average generation rate in 1998 was 
either 6.76 cents per kWh or 6.29 cents per kWh. The difference is attributable to how 
the 10% rate reduction bond discounts provided to residential and small commercial 
customers are accounted for in 1998 rates. The higher rate of 6.76 cents per kWh 
includes an adjustment to remove the impact of the 10% rate reduction bonds, while the 
lower rate of 6.29 cents per kWh is the unadjusted generation rate from 1998.

Mr. Rubin likewise reports that PG&E’s system-wide average generation rate in 2007 is 
either 7.71 cents per kWh or 7.70 cents per kWh, depending upon whether one includes 
certain reliability services costs that were formally classified as generation but that are 
now classified as transmission. With these two different methods, Mr. Rubin reports an 
average annual generation rate increase of either 1.5% or 2.3% from 1998 through 2007, 
depending upon how PG&E defines the generation rate.

It is important to understand what generation costs are not included in the “generation” 
rate history provided by PG&E. PG&E’s reported 2007 generation rate does not include 
two categories of generation costs that total approximately $590 million in the 2007 rates 
The excluded generation costs include $260 million in PG&E debt payments for 
unrecovered electricity procurement costs from the 2000-2001 period and $330 million in

1
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California Department of Water Resources (DWR) debt payments for similar 
unrecovered generation related costs incurred when the DWR temporarily assumed 
responsibility for procuring electricity for PG&E customers when PG&E became unable 
to do so. These generation costs are reflected in separate charges on PG&E customers’ 
bills, labeled the Energy Cost Recovery Amount and the DWR Bond Charge.

Failure to include these costs in the analysis of PG&E’s historical generation rate 
performance introduces a downward bias in the calculation of the average rate increases 
as reported by PG&E. It would be appropriate to exclude these past generation costs only 
if the rate analysis uses a starting point after PG&E’s emergence from bankruptcy in 
2003 so that annual changes in generation rates can be evaluated on a consistent basis, 
without the impact of the energy crisis and changes in regulatory accounting distorting 
the comparison. However, PG&E chose to begin its analysis with a 1998 starting point. 
Therefore all generation costs incurred during the period from 1998 - 2007 should be 
included in the analysis, regardless of whether some of these costs have be renamed 
under a separate rate component.

Table 1 shows that when all generation costs are included, the figures provided by Mr. 
Rubin indicate that PG&E’s system-wide generation rate has increased by an average rate 
of 3.4% per year from 1998-2007.

PG&E
Reported
Generaton
Rate
"Method 2“

Energy Actual
PG&E
Generation
Rate

Cost DWR
Bond
Charge

Recovery
AmountYear

1998 0.06292
2007 0.07698

0.06292
0.084670.00337 0.00432

Annual growth rate 3.4%

In addition, Mr. Rubin’s letter does not acknowledge PG&E’s recent CPUC filing 
requesting an additional generation rate increase of $540 million for 2008. Once this rate 
increase goes into effect, the annual growth rate in PG&E’s generation rates from 1998
2008 as described above would be 3.8% per year. This figure is close to the long-term 
historical growth trend in PG&E’s rates of 4% and well-above the 2% projected increase 
in the Authority’s rates.

2
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Pacific Gas and
Electric CompanyJIP OavW JL Ruftin 

Owctof
Service Arsyss

77 Seale Street Room S3S 88l
S?rf(aneiSTO,CA §41054814

mmqAMess 
Mai Code 88t
Pad* Gas »4 ftecw Company 
f>.0 So* 770300 
Sanr»r»ciSOJ.CA 941770001
(4151970-1857 
Hi. 415973 7018

September 21, 2007

Dear SJVPA Board Member:

The purpose of this letter is to respond to the memorandum titled “Review of Rate 
Information Provided by PG&E,” sent by John Dalessi of Navigant Consulting, Inc. 
(Navigant) to David Orth of Kings River Conservation District on Inly 27, 2007, and 
discussed at the August '23, 2007 SJVPA Board meeting.

Mr. Dalessi’s memorandum notes that PG&E’s 2007 generation rate figure of 7.70 cents 
per Kwh does not include costs associated with either PG&E’s debt payments (for 
unrecovered electricity crisis procurement costs) or DWR's similar energy crisis-related 
costs, and concludes that this exclusion “introduces a downward bias” in PG&E’s 
demonstration of its generation rates. Mr. Dalessi’s assertion Oral PG&E’s appropriate 
exclusion of these costs represents a “downward bias” is wrong.

The two charges at question -- the Energy Cost Recovery Amount and the DWR Bond 
Charge — axe non-bypassable, which means PG&E collects them from all customers, 
whether they take bundled service from PG&E or service from a CCA. Since these charges 
will apply to all customers, whether they take SJVPA service or opt out and remain with 
PG&E, die charges axe not relevant to PG&E’s 2007 generation rates (or to SJVPA's rates) 
and should not affect any customer’s decision about which generation provider to select. 
Consequently, it is entirely appropriate that these costs be excluded from calculations of 
PG&E’s generation rates as they relate to CCA. More importantly, including these charges 
only for PG&E in a PG&E vs. SJVPA CCA rate comparison would be completely 
misleading.

Rather, the relevant comparison is between PG&E’s generation rate exclusive of these 
charges and the generation rate offered by SJVPA also exclusive of these charges. In fact, 
page 59 of SJVPA’s revised Implementation Plan notes that die estimates of the IOU and 
projected SJVPA rates . .are shown for generation services only, net of the cost 
responsibility surcharge that the Authority's customers will pay directly to PG&E and 
SCE.” Including these costs in the analysis, as Mr. Dalessi appears to recommend, would 
mislead those customers considering CCA, since such an inclusion only for PG&E would 
bias the results and suggest that prospective CCA customers can expect to see 
unrealistically higher annual increases if they remain bundled PG&E customers.
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SIVPA Board Member 
September 21,2007 
Page 2

Additionally and somewhat oddly, Mr. DaJessi states that my July 17 letter providing you 
with PG&E's historical rate information “does not acknowledge PG&E’s recent CPUC 
filing requesting an additional generation rate increase of $540 million” in 2008. As you 
will recall, 1 provided my analysis in response to your request for information about current 
versus historical generation rate levels, and was specifically responding to KRCD’s and its 
consultant's inaccurate claims that PG&E's recorded historical generation rates had 
increased by 4% per year. Nonetheless, to the extent that Mr. Dalessi wishes to bring future 
year estimated rate changes into the discussion, it is more appropriate to consider a multi
year forecast, such as that which PG&E presented to a number of cities in the Fresno area 
in the June/July timeframe, and not isolate the discussion to one year’s proposed change - 
particularly one that reflects dry year hydro conditions. In this regard, PG&E’s 9-year 
forecast submitted to the California Energy Commission shows a range of generation cost 
increases from 0.5% to 2.4%, depending on values assumed for certain input variables. 
However, even adding the projected 2008 increase to the data shown in my July 17 letter 
results in a compound annual increase over the 1998 - 2008 timeframe of only 1.9% for 
Method 1 and 2.6% for Method 2. It should also be noted that, depending on pending 
CPUC rulings, some portion of the 2008 generation costs may be deemed non-bypassable, 
and thus not avoided by the SVJPA CCA.

In summary, we appreciate the opportunity to provide these helpful clarifications, and look 
forward to continuing to discuss these important matters with you. We believe, and expect 
that all parties would agree, that this matter is far too important to potential CCA customers 
to be anything but perfectly clear when making comparisons of rates.

Sincerely,

WW's t (M>

David Orth 
John Dalessi

cc:
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November 7, 2007

SJVPA Board Member:

As I foreshadowed in my October 25 letter commenting on SJVP.Vs August 2fift? revised
Implementation Plan, there will be changes to PCM 17* expected generation files for
mm
Attached is a copy of an updated tiling PCiilf 
Energy Resourc
today update the preliminary figures PG&F. filed in June in our initial ERRA application, 
based upon current estimates of" PCM IPs 200a generation costs ami year-enu Mu / 
amounts in generation balancing accounts.

If! IfoliSJ
('including the Ongoing ETC revenue requirement) < 
update sftiw's a iiniicti smaller ftw S2I0 million! iitci

revenue requirement 
in contrast, today's 

nil I ion, Moreover.
PCME expects to see a sizable further decrease tn the overall generation revenue 
requirements due to a reduction in the O’ 
proposed decision on the UWi, revenue i 
the CfH *C sometime between now and N

WSI» Ml ..ftfofoW,

» PO&E. A 
riffling from

ire
the end of the year.

The combined effect of these changes m feneration revenue requirement • eeted
in a greatly reduced January !, 200K iciiefatnw rate comoaml to what was shown in 
PG«tl:*s initial ERR A filing « Jure? 
will tic rule effects resulting from «
classes in compliance with €TO€ Decision m-momo m mass a ot ytMifoV 2IK.17
fo.ltlltT ill t,. MSC »

5 letter, there 
g customer

We will continue to keep you informed of these and other developments and will provide 
you with updated forecasts of fiCIJlEA generation rales as soon as those become 
available. »that you can use the trios! accurate information us you atljttsi rales for the 
SIVPA CCA program.

Sincerely.

... ■. ■ .. ■■■■ J/_,
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December 5, 2007

SIVI*A Board Member:

In my November ", 200? letter to you. t dc«crtbed flic fifing I 
California Public Utilises C'ommtwioti <tTU?0 mi our fowg;
(tRRA) forecast Proceeding Hurt filing updated ItoitfltoT emwai
reducing it by $210 million compared w the SS42 million increase §*i«SI: initially projeetesf hi 
lime 200?. I also noted that PG&E expected ttwi further dcctcase in it* generation cost due in 
a reduction in the portion of the California Department of Water Resource*' iDWRM cost* 
allocated to PG&If. I promised to continue to keep you informed about tliewr changes. •« that 
you can use the most accurate information m you adjust rules fot the SJVPA C.T4 program fh*v 
letter provides such an update.

Wha hm hitp§mwd recently to tht CPiX'*
Two annua! proceedings affecting utility generation costs, and ifiefettoe rates., ate underway it 
the CPUC On November 20. 200?. the CPUC issued a propoved Pmmm regarding the 
magnitude of DWR’s costs niitl the allocation to iftc three California utilities litis proposed

■Uteri forecast3 Wit c«»sis alteeanto to IW&E fc
are included). In the tRRA pit 
is tliai Piijy*: expects that only t 
7 letter {relative to the original!;
•ease of about It2l million (including forecast balancing account

r, ii delay ut issuing 
iitiiju of' the decrease 
c In June 200?t will mietii

%.sii to,

amounts) » expected to follow f*n March 1, 2<MtI

li’Itto toitu this mean far PfafiE 2 M%ifent~n tde generation mm.*
Kid* has designed rales, based »«« il««t evnected Januarx i. 200! generation revenue 
requirement1. the result w a 7 4 cents per kWh average system-wide general km rate hm 
the usage chwiictcf irtto of all c
fratttfliOll ctllirjjti rift Of il|J§Jfe»*tot»i»sf’* 'tivf mm pet * *» it < »«.: aum *,»» hk*; »wv» »«» iwum »fl 3
system-average estimate of “ .1 cents per kWh. on January 1. 2008. The expected reductions in 
March 2001 wifi lower this hy U f h cents per kwh fins can be further adjusted consistent with 
my lwf% f", 200? fetter to David Orth (see attachedl by adding reliability services and Fixed

to estimate the average annual generation 
tale increase for the l*»g - 2i»I timeframe 'The results vary from t .0?® t« f M% jusiiig Method 
1 and Method 2. ftofweiwetyi, dropping trout the 1.5% to 23to shown »n that letter.

i

•v CPt to Decision O7-OW0O4 in Phasic 2 of PCiMK 
rsi.}»fii»t»4lfl> anwri|i varioitt customer classes 

...... . nwf 7.562 per kWh for Method 2.. f.,.
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_ SiATto Board Member
toWC?

Pigc:

ifcii tloei il»« mmnkv vmmmes m /to commuHiim that SUIT A plan,% to serve 1 HtSit. hm 
supplied the expected January 1, 2008 rales described above tv customer accounts located in the 
cities and comity that SJYfiA presenti> plans to serve ‘ The avvrttgc generation rate fin the

filfi’FA aiiKt calculated to Ivc ’A cents pet tilth li e , bight!} less than the s> Mem-average 
raid Ono needs in he aimdid b> tfte Power Charge Imlifturence Amount (PCI A I, tt firm- 
|ivp;i%saM« charge tltiit tv tun currently shown as « separate charge on ItoJfcfi's limits but rather is 
bundled tn multi i!ic generation rate. Since CCA customers wilt owe the fill IA tor wilt benefit 
front the PCI A if it is iwipitsej, it ni»ot to* «eto»i msmvd the 7 ! vents per kWh generation rate to 
deterrmne the tottopptttg credit" ~ i.c 
to achieve tots nits*. Since the Will A r 

tf
cents, it.
SJVPA'v August far* revised CCA Implementation fitiiu and Statement of Intent.

Huwevei, the final ’Shojipnig credit" I'm 2CMIII fin customer* to he served by XIVPA is likely to 
fie toner than f 7 cents per kWh lot two mtsons 1 tic firs! >«, dm; t« the aforementioned expected 
teduction of approximate!} tun cents per kWh in March fifMl. flte second is because WiikE’s 
generation rate includes some generaium costs tfwit tin; CPCC may soon deem lo be non- 
b>passable f» ntoed m my September fit. -ttto tolas and in my October 25, 201)7 comments on 
SJVPA'v revived August fitMJ** Implementation Plant In a suites of decisions, the CPUC has 
itheady detetrmned that any- above-market casts associated with PC»&E*s “new world" generation 
crisis are the rc*poti»fbitit) of all cuMotttcra. including CCA mmamerv * While the CPCC lias not 
sett issued its decision. »« aititctpafc Hurt the new world procurement costs are above market. mi 
mm tub bet trainee the "shopping credit" i« SJS'PA customers.

We w ill continue It* keep you informed «s forecast* an? updated and the CPl’C issues decisions 
regarding ftenitF A generation ntiev In tiie meantime, wo would to happy to answer questions
% chi Bis} have about these issues.

vet ilitii SJVPA must beat if CCA customers are 
. <» to ii negative 0 4 cents per kWh on imtxm t.

g credit « estimated to to ” cents per kWh t7.1 cents minus negative <M 
is equal lo fiJVifiAh proposed generation rates shown m Table 29 of

Sincerely,
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Rulemaking toMijto| 5. Hi ieftng jum coinItuled «a»I» j) . 
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- it/('W,

SJVPA Board Member!

The purpose of this letter is to continue to keep you informed of matters that may affect 
PG&E's generation rates.

On December 7, 2007. the California Department of Water Resources (DWR) terminated
an electric power contract with Calpine Energy Services, L.P. (“Calpine 2" contract) 
effective January l, 2008. The effect of this cancellation will be to reduce the amount of 
power that PG&E's customers receive front DWR and concurrently increase PG&E*s 
purchases from other sources (“ERRA" power purchases). As a result, two components 
of PG&E's generation rate will move in opposite directions: DWR power costs will 
decrease and ERR.A costs will increase.

In order to reflect the above changes in PG&E’s generation rates, we have made two 
recent filings with the CP1.1C, On January- 18. 2008. we requested that PG&E's DWR 
charges be reduced by the entire amount of the fixed costs which DWR will avoid by the 
Calpine 2 termination. Today, we asked the CPIJC to increase our ERRA charges to 
reflect an increase in our expected ERRA costs caused by the Calpine 2 termination.

While the exact amount of the net change is not possible to calculate precisely at this time 
(since the DWR has not yet submitted its revised 2008 charges to the CPUC), we believe 
that the impact on PG&E’s generation rates will be minimal if these changes are 
implemented contemporaneously (as we have requested).

1 will continue to keep you informed as the above proceedings are resolved. In the 
meantime, please feel free to contact me if you have any questions.

Sincerely.

David Orthee:
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Koontz, Shannon N
Nonday, February 11, 2008 1:54 PN
'jmulligan@ci.sanger.ca.us1; 'bnakamura@reedley.com'; 'commdev@parlier.ca.us'; 
'dfpauley@cityofkingsburg-ca.gov'; 'rocky.rogers@reedley.com'; 'jrousseau@co.tulare.ca.us'; 
'lspikes@co.kings.ca.us'; 'etodd@dinuba.ca.gov'; 'JudyB@cityofselma.com'; 'jbriltz@lemoore.com'; 
'robertf@ci.clovis.ca.us'; 'lgregory@co.tulare.ca.us'; 'thaglund@ci.hanford.ca.us'; 
'dbh@cityofselma.com'; 'rhoggard@co.kings.ca.us'; 'rmanfredi@cityofkerman.org'; 
'citymanager@parlier.ca.us'; 'DNeinert@dinuba.ca.gov'; 'kathym@ci.clovis.ca.us'; 
'dfpauley@cityofkingsburg-ca.gov'; 'rocky.rogers@reedley.com'; 'jrousseau@co.tulare.ca.us'; 
'gmisenhimer@ci.hanford.ca.us'; 'djensen@cityofkingsburg-ca.gov'; 'dwest@co.kings.ca.us'; 
'jwhite@ci.sanger.ca.us'
PG&E Letter to SJVPA

From:
Sent:
Cc:

Subject:

Attached are two documents: a January 23, 2008 letter from PG&E’s David Rubin to SJVPA 
Board members; and an informational notice to be included in PG&E customer bills that has been 
reviewed and approved by the California Public Utilities Commission (CPUC). The letter and 
CPUC-approved bill notice describe two recent PG&E submittals to the CPUC regarding 
proposed changes to PG&E’s generation rates. These documents explain that:

ffi PG&E’s January 18, 2008 filing would decrease the Department of Water Resources 
(DWR) component of PG&E’s generation costs; and 

ffi At the same time, PG&E’s January 23, 2008 filing would increase the procurement 
(ERRA) component of PG&E’s generation costs.

As described, PG&E believes that the impact on its generation rates will be minimal (and likely 
negative), if the Commission contemporaneously implements the changes that PG&E has 
proposed. Comments submitted on PG&E’s proposal late last week concurred with this request.

At SJVPA’s January 24 Board meeting, the main focus was on the proposed increase resulting 
from PG&E’s January 23 filing, with no detailed discussion of either PG&E’s January 18 filing or 
Mr. Rubin’s letter (the latter of which was contained in the Board packet), both of which described 
the offsetting decrease in PG&E’s DWR-related costs. Only after a Board member raised a 
question was the possibility of an offsetting decrease acknowledged. We understand Board 
members are interested in the overall effects of PG&E’s rate changes, including the decreasing 
DWR costs that would offset the requested ERRA increase.

We'd like to reiterate the point made in Mr. Rubin’s letter and the CPUC-approved bill notice: If 
these changes are made contemporaneously, as PG&E has requested of the Commission, the 
impact on our generation rates is expected to be minimal. In fact, as described in the CPUC- 
approved bill notice, the $531 million ERRA increase would be more than offset by PG&E’s 
requested reductions in DWR-related and other generation-related costs, leaving rates slightly 
lower by $45 million.

Please feel free to contact us if you have any questions or would like to discuss this matter 
further.

Cc: SJVPA Board Members

calpineltr.doc (44 Bill lnsert.pdf (158
KB) KB)

A! Galvez
axgO@pge.com
559-263-5304

Jeff Adolph
jla3@pge.com
559-263-5520

Shannon Koontz 
smk3@pge.com 
559-263-5650
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Pacific Gas and 
Electric Company

January 23, 2008

SJVPA Board Member:

The purpose of this letter is to continue to keep you informed of matters that may affect 
PG&E’s generation rates.

On December 7, 2007, the California Department of Water Resources (DWR) terminated 
an electric power contract with Calpine Energy Services, L.P. (“Calpine 2” contract) 
effective January 1, 2008. The effect of this cancellation will be to reduce the amount of 
power that PG&E’s customers receive from DWR and concurrently increase PG&E’s 
purchases from other sources (“ERRA” power purchases). As a result, two components 
of PG&E’s generation rate will move in opposite directions: DWR power costs will 
decrease and ERRA costs will increase.

In order to reflect the above changes in PG&E’s generation rates, we have made two 
recent filings with the CPUC. On January 18, 2008, we requested that PG&E’s DWR 
charges be reduced by the entire amount of the fixed costs which DWR will avoid by the 
Calpine 2 termination. Today, we asked the CPUC to increase our ERRA charges to 
reflect an increase in our expected ERRA costs caused by the Calpine 2 termination.

While the exact amount of the net change is not possible to calculate precisely at this time 
(since the DWR has not yet submitted its revised 2008 charges to the CPUC), we believe 
that the impact on PG&E’s generation rates will be minimal if these changes are 
implemented contemporaneously (as we have requested).

I will continue to keep you informed as the above proceedings are resolved. In the 
meantime, please feel free to contact me if you have any questions.

Sincerely,

David Rubin
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NOTIFICATION OF APPLICATION BY PG&E TO INCREASE 
ELECTRIC RATES TO RECOVER INCREASED PROCUREMENT COSTS 

APPLICATION 08-01-014, FILED JANUARY 23,2008

Each year, Pacific Gas and Electric Company (PG&E) is required to forecast how much it 
will spend the following year to ensure adequate electricity supplies for its customers. This 
forecast is reviewed and approved by the California Public Utilities Commission (CPUC).
Under California law, if PG&E's power procurement costs (that is, the costs of purchasing 
electricity for PG&E's customers) exceed the CPUC-authorized revenues by 5% or more, 
PG&E must file an application for expedited recovery of such costs. PG&E recovers these 
costs dollar-for-dollar through rates charged to customers, with no profit margin.

On January 23, 2008, PG&E filed Application A.08-01-014 forecasting that its power 
procurement costs will exceed its CPUC-authorized revenues by more than 5% at the end of 
March 2008, and that its power procurement costs in 2008 will be $531 million higher than 
previously forecasted. This increase in procurement costs is due to the Department of 
Water Resources' (DWR) recent termination and replacement of its so-called Calpine 2 
power contract, which was expected to have provided PG&E’s customers with 1000 
megawatts (MW) of power in 2008, and PG&E’s need to procure additional sources of 
electricity to replace the Calpine 2 power.

Does this mean electricity will cost me more?
PG&E's request in this proceeding will increase rates, but PG&E has proposed rate reductions 
in related CPUC proceedings that, if adopted, would offset the requested rate increase.

To collect the $531 million in higher costs by the end of 2008, A.08-01-014 requests an overall 
electric rate increase of 6.8% to go into effect with usage beginning May 1,2008. The rate 
changes by customer class for bundled customers and direct access customers associated 
solely with A.08-01-014 are provided in the second and third columns of the table below.
The final two columns of the table show the rate impact of A.08-01-014 combined with the 
effects of the cost decreases proposed by PG&E in the other proceedings (described on 
reverse side). "Bundled customers" means customers who receive electric generation as 
well as transmission and distribution services from PG&E. “Direct access" customers are 
customers who purchase energy from a supplier other than PG&E but still get transmission 
and/or distribution services from PG&E.

Pacific Gas and Electric Company Illustrative Revenue Increase
(Dollars in Thousands)

Proposed
Revenue

Proposed Revenue Percentage Change 
Change with Offsets from | with Offsets from 

Other Proceeding
Percentage

ChangeCustomer Class
Other Proceedings

Bundled Service

$293.622Residential 6.3% -$17,945 -0.4%
Small Commercial $64,923 -£5.1906.0% 0.4%

$136,521 -SB,344Medium Commercial 7.4% 0.4%
$80,421 -$4,915 0.5%Large Commercial 7.8%

Streetlights $3,464 -$2125.4% 0.3%
$1,864 6.6% -$114 0.4%Standby

-$2,068£33,833 -0.4%Agriculture 6.0%
$100,045 8.7% -$6,114Industrial -0.5%

-$44,901$734,692 6.8% -0.4%Total Bundled Change

Direct Access Service
Residential $6 -$10.2% 0.0%

$Small Commercial $ 0.0%0.0%
Medium Commercial $ 0.0% S 0.0%

$Large Commercial $0.0% 0.0%
$ $ 0.0%Agnculture 0.0%
$ $Industrial 0.0% 0.0%
$6Total Direct Access Change 0.0% 41 0.0%
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As noted on other side of this insert, PG&E has proposed rate reductions in other CPUC 
proceedings that, if adopted, would offset the rate increase requested in A.08-01-014. 
PG&E anticipates that it will receive a reduction in costs as part of DWR's 2008 revenue 
requirement proceeding, and PG&E has proposed in a related proceeding that it receive 
a further reduction in costs to compensate PG&E’s customers for the power lost by the 
Calpine 2 termination. In addition, PG&E expects a decrease in the pending 2008 power 
procurement cost forecast case. All together, PG&E has proposed that the $531 million 
requested in A.08-01-014 be offset by an even larger reduction in costs in other CPUC 
proceedings, for the net overall decrease of $45 million shown in the fourth column of 
the table.

If the CPUC approves A.08-01-014, without any of the offsetting decreases proposed in 
the other proceedings described above, the bill for a typical bundled customer using 
550 kWh per month would increase $1.51 from $72.28 to $73.79. The bill for a typical 
bundled customer using approximately twice the average baseline allowance, or 850 kWh 
per month, would increase $10.94 from $147.49 to $158.43 per month.

PG&E has requested that the rate changes associated with A.08-01-014 be consolidated 
with changes in other CPUC proceedings and incorporated into rates on or after May 1, 
2008, so the eventual net change in rates for individual customers is difficult to predict.

Detailed Information About PG&E’s Application
Due to DWR’s termination of the Calpine 2 contract, PG&E forecasts that its power 
procurement costs will exceed revenues by more than 4% by the end of January 2008 
and by more than 5% by the end of March 2008. PG&E also forecasts that its power 
procurement costs in 2008 will be $531 million higher than forecasted prior to DWR's 
Calpine 2 termination unless immediate rate relief is approved. PG&E requests that it be 
permitted to recover this increase in costs over the 8 months remaining in 2008, assuming 
a May 1 implementation date for new rates. PG&E asks that a decision approving its 
application be issued by April 10, 2008.

THE CPUC PROCESS
The CPUC's independent Division of Ratepayer Advocates (DRA) will review this application, 
analyze the proposal, and present an independent analysis and recommendations for the 
CPUC's consideration. Other parties of record will also participate.

The CPUC may hold evidentiary hearings where parties of record present their proposals in 
testimony and are subject to cross-examination before an Administrative Law Judge (ALJ). 
These hearings are open to the public, but only those who are parties of record are allowed 
to present evidence or cross-examine witnesses during evidentiary hearings.

After considering all proposals and evidence presented during the hearing process, the ALJ 
will issue a draft decision. When the CPUC acts on this application, it may adopt all or part 
of PG&E's request, amend or modify it, or deny the application. The CPUC’s final decision 
may be different from PG&E's proposed application filing.

FOR FURTHER INFORMATION
For more details call PG&E at 1-800-PGE-5000 • Para mas detalles llame 1-800-660-6789 
ITtSIfiStS 1-800-893-9555 • For TDD/TTY(speech-hearing impaired) call 1-800-652-4712
You may also contact the CPUC’s Public Advisor with comments or questions as follows:
Public Advisor's Office 
505 Van Ness Avenue, Room 2103 
San Francisco, CA 94102

If you are writing a letter to the Public Advisor's Office, please refer to A.08-01-014. All 
comments will be circulated to the Commissioners, the assigned ALJ and the CPUC's 
Energy Division staff.
Reviewed by the California Public Utilities Commission

1-415-703-2074 or 1-866-849-8390 (toll free)
TTY 1-415-703-5282, TTY 1-866-836-7825 (toll free) 
E-mail to public.advisor@cpuc.ca.gov

Pacific Gas and 
Electric Company*

Printed with soy ink 3.08
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Appendix 3

Detailed Comparison Between PG&E’s and BP’s Assumptions

Marin BP Global Energy Notes

Row General Assumption
IProgram Operations Commence 1/1/2010 1/1/2011
|Full Program Implementation 1/1/2011 1/1/2011
iPeak Load (2011) 237 MW 237 MW

eMAnnual Load (2011) 1,308 GWh 1,308 GWh
lApprox. Accounts at Full Implementation (2011) 111,000 N/A Number of accounts not needed to calculate supply costs.

^BRenewable Energy Supply (as a % of total) - 2010 56.00% N/A First year of Global's analysis is 2011.
7 [Renewable Energy Supply (as a % of total) - 2011 70.00% 70.00%
8 [Renewable Energy Supply (as a % of total) - 2014 81.00% -81.00%
9 [Distribution Losses 7.00% 7.00%

11 Marin County CC Full Requirements Cost 2011-2013
iciiooars estimate includes an resource capital, fuel, variable u&m, ana utner system costs needed to meet

$0.118|Marin CCA demand during 2011-2013|FuII Requirements Electric Supply ($/KWh) 2011 -2013 $0,088

14 Capacity
IReserve Margin 15.00% 15.00%

[«Totai Renewable Capacity Developed by CCA 200 200
|Wind Capacity 150 150

EMBiomass Capacity 50 50
EMWind Capacity (CF) 35.00% 23.00% 23% CF reflects assumption that CA Class 5 Wind is unattainable.

20 Biomass Capacity (CF) 80.00% 78.00% Global modeled biomass with 78% CF as depicted in Marin CCA report.
$85-105 $127.00 Cost range from p.55 of the BP; Global assumed installed cost of $2,357/kW (2007$)21 $/MWh Cost - Wind

$65-80 $9622 $/MWh Cost - Biomass Cost range from p.55 of the BP; Global assumed biomass cost at CPUC's MPR - a competitive market rate.
Installed Cost-Wind ($/kW) $2,00023 Refer to Row 21 These costs are included in Global Energy's estimate above.
Installed Cost - Biomass ($/kW) $2,50024 Refer to Row 22 These costs are included in Global Energy's estimate above.
Fixed O&M - Wind ($/kW-vr) $11,5025 Refer to Row 21 These costs are included in Global Energy's estimate above.
Fixed O&M - Biomass ($/kW-yr) $70.0026 Refer to Row 22 These costs are included in Global Energy's estimate above.
Variable O&M-Wind ($/MWh) $5.5027 Refer to Row 21 These costs are included in Global Energy's estimate above.
Variable O&M - Biomass ($/MWh) $5.0028 Refer to Row 22 These costs are included in Global Energy's estimate above.
Fuel - Biomass ($/MWh) $25.0029 Refer to Row 22 These costs are included in Global Energy's estimate above.
Integration Cost-Wind ($/MWh) $25.0030 Refer to Row 21 These costs are included in Global Energy's estimate above.

31 Cost of Money (Rate) 5.50% 4.35% Global Energy used muni financing interest rate from CEC's Cost of Generation model.
32 Financing Term 30 Years 20 Years Global Energy uses same 20-vear period as CEC's Cost of Generation model.
33 Renewable Capacity Online Date 1/1/2014 1/1/2014
34
35 Operating Costs
36 Operations and Scheduling Coordination ($/KWh) $0,005 $0,005
37 Annual Escalation (Ops & SC) 3.00% 0,00%

Billing and Collections ($/KWh) $0,001 $0,00138
39 Annual Escalation (B&C) 3.00% 2.50%

Non-Renewable Resource Post-2011 Costs (GT and CC) ($/KWh) $0,06140 NA Marin BP's cost assumptions for non-renewable resources (i.e. CC and GT) could not be determined.
CAISO Charges ($/KWh) $0,003 $0,00141

$0,00542 Distribution Losses Included above
Resource Adequacy ($/KWh) $0,00443 Included above
Green Premium ($/KWh) $0,01544 Included above

45
46 Customer Load and Rates
47 Annual Load Growth 0,50% <0.50%|
48 Annual Rate Escalation (CCA) 3.50% 2.50%|
49 Annual Rate Escalation (PG&E) 3.50% |Global Energy modeled Marin CCA's costs!^

-l-
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JBS Energy, Inc. was asked to provide comments on Pacific Gas and Electric Company’s 

“Comments on the January 2008 Marin CCA Business Plan” (transmitted to the County 

by letter dated March 5, 2008). This review provides specific comments on many 

assertions in the PG&E March 5th comments that, if accurate, would have a significant 

impact on the analysis presented in the Marin CCA business plan.

JBS Energy previously provided an independent review of the business plan to verify the 

soundness of the assumptions and analysis, and examine the risks to Marin communities 

under a CCA or the status quo. In that review, the assumptions and analysis were found 

overall to be sound and generally conservative.

With respect to PG&E’s March 5th comments on the business plan, significant portions of 

PG&E’s analysis do not hold up under scrutiny.

PG&E did not include transparent assumptions when forecasting its own 

generation costs,

1.

PG&E’s analyzed its historical generation cost escalation based on a 1998 starting 

point. Conditions in 1998 are clearly unrepresentative and lead to a low estimate 

of cost escalation that will not recur in the future;

2.

PG&E used an improbable gas forecast that assumes gas will be 14% cheaper in 

about 12 years than it is now.

3.

PG&E made assumptions for costs of renewable generation acquired by the Marin 

CCA and GHG reduction from the Marin CCA that conflict with other assertions 

either elsewhere within PG&E’s comments or in other recent reports to which 

PG&E was a party.

4.

As stated in its earlier independent review of the Marin business plan, JBS Energy found 

that the plan provides a reasonable basis for going forward. PG&E’s analysis is flawed, 

and as a result, does not provide evidence to the contrary.

ffiffi
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First, it is extremely interesting that PG&E prepared a detailed pro forma of what it 

alleges that the Marin Clean Energy CCA would cost, while only presenting summary 

numbers as to the cost of its own generation resources. We do not even know if they are 

computed on the same basis as the Marin County numbers (e.g., whether PG&E used the 

same high cost and low capacity factor for their wind turbines as Marin’s, how PG&E 

proposes to achieve renewable compliance, or any information on the costs of either its 

existing or new generation). In essence, PG&E is largely asking Marin to accept a black 

box regarding its own future costs while providing a detailed critique of Marin’s alleged 

future costs.

f/o
Large portions of PG&E’s costs are based on gas prices either directly (for new gas-fired 

units PG&E is either owning or purchasing under tolling agreements), or indirectly 

(through gas indexed prices for Qualifying Facilities and spot and short-term firm market 

prices that generally fluctuate with gas prices). If gas prices increase, PG&E’s costs 

increase significantly. The CCA’s costs increase by a much lower lower percentage 

when gas costs rise because its costs (dominated by the high renewable content) have less 

sensitivity to gas. As a result, a low gas price forecast makes the CCA look worse 

relative to PG&E.

PG&E generation pro forma for Marin is based on a gas price scenario, even though 

PG&E has not divulged the gas price forecast it used to project its own costs).. Therefore 

it is instructive to understand PG&E’s gas forecast. PG&E’s forecast from 2011-2020 

(given on page 7 of its report) is compared below to recent (March 6) New York 

Mercantile Exchange (NYMEX) data for the current 12-month strip (April, 2008 to 

March, 2009) and to NYMEX futures for 2011-2020. It should be noted as a caveat that 

NYMEX futures markets are not extremely liquid beyond three or four years from the 

present. A further caveat is that an open futures contract requires collateral which creates

ffiffi
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an opportunity cost in foregone interest, so that the futures price quoted below may 

actually be slightly less than 100% of the expected cost of gas in the future.

Comparison of PG&E Gas Prices and Recent NYMEX Futures

NYMEX
3/6/08PG&E

200812 
month strip $ 10.19

2011 $ 
2012 $
2013 $
2014 $
2015 $
2016 $
2017 $
2018 $
2019 $
2020 $ 
2021 $

8.45 $ 
8.36 $ 
8.07 $ 
7.99 $ 
7.91 $
7.82 $ 
8.13 $ 
8.23 $ 
8.47 $ 
8.78 $

9.05
9.04
9.09
9.16
9.25
9.35
9.48
9.61
9.76
9.91

8.95

PG&E’s forecast assumes that gas in 2021 will be 14% cheaper than the current 12- 

month strip price of gas, and that gas prices will be cheaper in every year from 2012

2018 than they are in 2011. Essentially this PG&E forecast means that renewable energy 

would be less cost-effective relative to gas-fired energy in the future than it is now.

NYMEX futures show a slowly rising gas price from 2011-2020 and average gas prices 

that are 14% higher than PG&E’s prices over the 2011-2020 decade.

&o <7 HfflKffl fflH |D

Other issues that were not delineated in PG&E’s forecast of its own costs but that we

have identified previously were:

(1) Hydroelectric costs (both capital and operating) have been escalating significantly 

since 2000. O&M costs are up 57% from 2004-2009, while capital expenditures 

per year have more than doubled from the 2001-2004 time frame to 2007-2009.1

ffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffifffffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffi
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(2) Hydroelectric production is likely to decline slowly over time, due to

environmental restrictions as projects are relicensed, potential changes due to 

global climate change, and expiration of cheap hydro-based contracts with 

irrigation districts over the next 20 years.

(3) Nuclear O&M costs have been rising; nuclear fuel costs have been increasing 

rapidly in the last several years; and PG&E is expected to spend over $1 billion in 

nuclear capital just between now and 2012.

(4) Cost of new renewables for PG&E to reach 20% RPS is not clearly stated. If the 

costs are rising for Marin, as PG&E alleges, then they are also rising for PG&E.

(5) Cost of new PG&E-built resources and long-term contracts are increasing.

(6) Cost of Greenhouse Gas compliance (largely included in Marin’s costs because of 

its more extensive use of renewables) will raise PG&E’s costs.

PG&E’s forecast also does not include other new relatively expensive resources such as 

new nuclear power plants2 at costs as high as $4500/kW3 that we know are not included 

in any PG&E generation cost forecasts.

Wo <? n fr: IftDllM trffl fflH |D -ffi4 ffB>
Instead of providing a detailed forecast of its own generation rates, PG&E attacks 

Navigant’s forecast based on past information. PG&E’s report claiming instead that 

“PG&E suspects Marin’s consultant, Navigant may have ‘cherry picked’ its analysis 

periods to show PG&E historical rates in their worst light.”4 PG&E provides data on the 

past 10 years allegedly supporting annual generation rate increases of 0.5% to 2.5% 

(midpoint 1.5%).
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The starting point of PG&E’s most recent estimate is 1998. In 1998, PG&E’s generation 

rates included two components that were unusually high that have subsequently been 

removed. First, PG&E’s 1998 generation costs included about $1 billion in accelerated 

depreciation and return and associated income taxes paid on the undepreciated portion of 

Diablo Canyon due to restructuring. Those costs no longer exist. The return and 

depreciation for the sunk costs at Diablo Canyon declined to about $160 million in 2001 

and beyond. Second, PG&E’s generation costs included $600 million of fixed rate 

energy from Standard Offer 4 QF contracts. Had those contracts been converted to 

variable rate energy at that time, they would have been $400 million cheaper, though by 

2000 and beyond their costs would have risen significantly with higher gas prices. There 

is thus $850 million to $1.25 billion of excess costs in the 1998 base year - which 

amounts to about 1.1 to 1.6 cents/kWh. In essence, if one does an “apples and apples” 

comparison of PG&E’s generation costs today with PG&E’s generation costs in 1998 

adjusted downward by 1.1 cents to 1.6 cents/kWh to reflect regulatory and contractual 

changes that will not recur in the future, the growth rate would have been 3.5% to 4.5% 

per year - at or above the Navigant estimate.

bfflJ • □d'nflCH- <£-* Hr I JVflHDrt □ ◄
PG&E’s forecast of Marin County CCA generation costs, by contrast is more detailed, 

but it also contains a number of problems.

In the pre-2014 environment, PG&E simply develops a resource plan for Marin assuming 

it will own or pay under long-term contract for combined cycle and combustion 

turbines.5. Marin’s actual plan is to acquire generation through a full requirements 

contract and then substitute its own renewables.

PG&E claims that the full requirements contract that Marin is proposing for 2011-2014 

(which it calls a placeholder) will actually be extremely expensive. However, PG&E’s 

calculations do not take into account the results of the San Joaquin Valley Power
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Authority’s full requirements bid, which locked in a contract price starting at a 5% 

discount from PG&E’s generation escalating at 2% per year, with a portfolio that 

complies fully with California’s Resource Adequacy (RA), Renewable Portfolio Standard 

(RPS) and Greenhouse Gas (GHG) requirements. PG&E points to the alleged high risk 

of that bid (page 15), but the recipient of the bid (SJVPA) does not believe that the risk is 

significant,

While the Marin CCA will not receive such a discount because of the considerably higher 

renewable content (and never planned on receiving such a discount), this full 

requirements contract does provide information that PG&E has ignored. Instead, PG&E 

is assuming that any power purchased by Marin must be paid for under long-term 

contract prices equal to the full cost of new resources without any benefit from municipal 

ownership. PG&E has also implicitly assumed (without ever stating it clearly) that power 

prepayment - which will provide a further benefit to ratepayers of SJVPA - would be 

unavailable to a Marin CCA.

PG&E’s 2011 estimate of the Marin CCA Blended Rate in Table 11 of $125 per MWh 

appears very high when one considers that PG&E’s estimated cost of buying renewable 

energy as shown in Table 10 is $96 per MWh. PG&E’s analysis appears to indicate that 

natural gas generation is more expensive than buying renewable energy. If that is the 

case, then the Marin CCA would likely buy more renewable energy initially than 

projected in the business plan.

After 2014, PG&E’s analysis has significant questionable aspects:

PG&E continues to assume that Marin will buy combined cycle and combustion 

turbine powerplants under long-term contract as well as owning a large block of 

renewables.

1.

PG&E appears to assume that Marin will not be able to use its municipal 

financing on biomass plants (or presumably any other generating units except 

windmills - where PG&E did not directly attack municipal financing except to

2.
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claim that opt-out creates risk)6 because owners of those plants would not want to 

receive less than the CEC’s estimate of the market price. This is unreasonable, 

because the CCA would be owning and operating the plants, not some other 

“owners.”

3. PG&E claims that publicly owned utilities will not sell power to the Marin CCA 

at cost because they can get higher market prices, (page 15) It appears that PG&E 

is confusing spot and short-term markets with longer term project financing. 

PG&E is also ignoring that tax exemption can be lost under certain conditions if 

more than 25% of the output of a municipal project is sold to a taxable entity. At 

the time when a project is being developed, Marin could be contractually assigned 

a long-term purchase contract at cost for part of a project (developed for example 

by NCPA or SMUD7) to enable these entities to spread the cost and impact of a 

single project among more participants. This type of contract would be similar to 

the types of contracts currently used among members of the Southern California 

Public Power Authority and NCPA.

4. PG&E also assumes that wind power will become much more expensive in cost 

($2,500 per kW installed or $223/kW-year) and will provide energy at only a 23% 

capacity factor (a figure which PG&E obtained from its entire fleet of wind 

turbines - including plants installed in the 1980s that have not been repowered 

and modernized). These figures are considerably more pessimistic than those 

PG&E and other industry participants are using to justify construction of new 

transmission lines. For example, PG&E participated in a 2007 study by the 

Western Regional Transmission Expansion Partnership examining the benefits 

and costs of the Frontier Transmission line between California and Wyoming. In
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this report, an average capacity factor of 37% was used as a proxy for all 

California wind generation, and an installed cost in 2015 of $2,000/kW was used.8 

A study by the same group to evaluate benefits and costs of PG&E’s proposed 

transmission line to British Columbia used a range of capacity factors from 22% 

to 37% with 30% as the reference case. The study stated that more modem wind 

installation turbines are expected to average about 36%. The estimated installed 

cost for wind in California (2015), including transmission needed to connect wind 

resource areas to the state high-voltage grid, was $2,000/kW with a range of 

$1,500 to $2,500.9 These figures are consistent with Naviganf s assumptions, 

whereas PG&E uses the low range for capacity factor and the high range for 

installed costs in calculating the cost of Marin’s wind resource. The high cost 

cited by PG&E for LADWP’s 120 MW Pine Tree Wind Farm is misleading 

because it includes the costs of a high voltage transmission line and substation 

that would be rolled into transmission rates and ultimately be credited back to the 

generator developer under the FERC/CAISO’s10 generator interconnection rules.

5. PG&E shortened the term over which bonds issued to finance Marin’s renewable 

resources are repaid from the 30 years used in the business plan to 20 years. 

Shortening the financing term increases the estimated costs of the Marin CCA 

program during the first 20 years. However, PG&E’s analysis is truncated even 

assuming that debt was only issued for 20 years. It shows allegedly higher costs 

in earlier years but fails to show that the CCA costs would be significantly 

reduced for the duration of the renewable plants’ useful lives once the bonds are 

paid off.
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6. PG&E undervalues the capacity of Marin’s wind resource by assuming that it has 

no resource adequacy value due to the fact that Marin is winter peaking and wind 

production tends to peak during the summer. PG&E overbuilds the resource 

portfolio attributable to Marin with natural gas combustion turbines which drives 

up the cost. PG&E’s approach fails to consider that the resource adequacy 

requirement is a monthly obligation, so the wind resource would meet at least 

some of Marin’s resource adequacy needs. Furthermore, even if Marin did not 

need all the capacity, as PG&E assumes, Marin could sell any excess resource 

adequacy capacity to other load serving entities that do have summer peaking 

profiles. Such sales would generate revenue that PG&E’s analysis does not 

account for.

Tffl* Dll Mr □ -| -| Dr ffi Ef| ! ->• -| It t I ffi• <-

PG&E’s critique of the Navigant Report’s discussion of greenhouse gas emissions is 

muddled. PG&E puts forward two different positions on the same page and a third 

position two pages earlier.

Navigant used a range of 400-707 tons of Carbon dioxide per million kWh (gigawatt- 

hour or GWh), based on a mix of combined cycle and other resources.

On page 21, PG&E claims that none of Navigant’s calculations should include any 

existing fossil resources with GHG emissions higher than combined cycle gas (so that a 

maximum figure of 400 tons/GWh should be used), rather than the range.

On page 21, PG&E provides a second calculation. PG&E inconsistently implies that that 

the Marin GHG profile (nearly all renewable) should really be compared to PG&E’s 

entire portfolio (160-200 tons per million kWh or GWh). But PG&E’s portfolio includes 

large hydro and nuclear plants. We know that PG&E will use its hydro and nuclear 

plants to serve its remaining customers. It would be absurd to assume that PG&E will 

spill water at hydro dams or turn down Diablo Canyon just because Marin County sets up 

a CCA. Therefore, the appropriate comparison is only with the fossil resources that will 

be displaced by CCA operations.
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In fact, PG&E itself made the correct comparison two pages earlier in its comments. On 

page 19 (when discussing the benefits of its energy efficiency programs), PG&E made 

the correct calculation (14,040 tons of C02 for 25 GWh of energy efficiency savings or 

561 tons/GWh). This figure reflects only fossil energy and is almost exactly the midpoint 

between Naviganf s low and high assumptions.

((f/o - HfflHfi|G4£K*ffl |
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PG&E raises concerns that opt-out rates are too low, particularly for commercial 

customers, and that exit fees propose great risks.

While opt-out rates are indeed uncertain, there is experience with programs similar to 

CCAs in Massachusetts and Ohio. Massachusetts experienced an opt-out rate of 1%, 

while Ohio saw a 3% opt-out rate initially.11

PG&E points to a problematic situation in Ohio as a risk for both the CCA and for 

customers (who would conceivably pay exit fees). “A significant return to utility service, 

as happened in Ohio when utility rates fell, is a distinct possibility.”12 PG&E cited a 

paper by Stephen Littlechild in support of this contention.13 However, PG&E uses Ohio 

as a scary example while failing to inform the readers of the true complexity of the 

situation in Ohio. But Dr. Littlechild laid out all of the complexity elsewhere in the 

document cited by PG&E. He also published another version of this paper as a working

ffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffifffffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffiffi

11 Brown, Matthew. “An Analysis of Opt-Out Aggregation in Ohio and Massachusetts,” September 2002. 
Prepared for the National Center for Appropriate Technology’s National Energy Affordability and 
Accessibility Project, as cited in Garance Burk, Chris Finn and Andrea Murphy, “Community Choice 
Aggregation: The Viability of AB 117 and its Role in California’s Energy Markets” an analysis for the 
California Public Utilities Commission, June, 2005.

J ffi#$fi 0^,72 ffi JffiMkOffW IN. Offi!0ffiE:+*j»!k0 ffi
13 Stephen Littlechild, "Municipal Aggregation and Retail Competition in the Ohio Electricity Sector," 
Electricity Policy Research Group Working Papers, No.EPRG 07/15. Cambridge: University of Cambridge.
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paper at the Kennedy School of Government at Harvard.14 The paper tells a more 

complete story than PG&E did. The exodus of customers to the incumbent utility 

occurred at the transition point of another failed deregulation scheme - not a decline in 

utility rates due to market forces as PG&E implies. The municipal aggregators in Ohio 

faced this problem in the aggregation process when a multi-year contract and a multi-year 

rate freeze ended simultaneously. The incumbent utility offered a new rate stabilization 

plan in response to political pressure, rather than letting rates go up to even higher market 

levels. The plan, for First Energy in particular, caused shopping credits for customers to 

fall while rates went up.15 The Ohio Consumers Counsel stated that aggregation and 

competition declined because of regulation, not the market:

This [outcome] is due in large part to the structure of the Rate Stabilization Plans 
which produce artificial shopping credits16 that are below the market price and are 
below the electric utilities’ true generation costs. With this reality, competitive 
retail electric suppliers are reluctant to commit their companies’ resources in a 
state where they are hindered from offering a competitive product. In order for the 
free market to work, the full generation prices of the utility company need to be 
avoidable, as was intended by Senate Bill 3, and which has yet to occur.17

Dr. Littlechild summed up the situation as follows:

Holding electricity rates below market levels had a predictable effect on retail 
competition generally as well as on municipal aggregation in particular. 
Competitive providers could no longer beat or even match the prices set by 
incumbent utilities. Not only were new competitors deterred from entering the 
market, existing suppliers were driven to exit.18
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14 Stephen Littlechild, "Municipal Aggregation and Retail Competition in the Ohio Electricity Sector,"
Paper No. CWPE0739 and .EPRG 0715. August, 2007. 
http://www.hks.harvard.edu/hepg/Papers/Ohio%20paper%20eprg0715.pdfTi
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This is not the circumstance where California finds itself, so PG&E’s extrapolation of a 

difficult situation from Ohio is of limited applicability.19 California has already been 

through a failed deregulation scheme that started with a rate freeze that ended 

unsustainably due to the market manipulation in the energy crisis. California is still 

paying for that mistake.

The Marin CCA has a different focus with a heavy focus on ownership of clean energy 

choices that are not tied to fossil fuels and their volatile prices. It is possible that the 

percentages of customers who sign up for the CCA might be somewhat lower than 

experienced in Ohio and Massachusetts (as has been projected in the Business Plan), but 

it is the intention of the CCA that the customers who do sign up will be given information 

as to what they will be buying and why they are buying it and would therefore be 

unlikely to bolt if gas prices decline for a short period of time.

Finally, as noted in JBS Energy’s original review of the business plan (page 5), exit fees 

are a backstop, not a routine part of system operations. They would come into play 

under specific conditions if large amounts of CCA loads shifted at one time to other 

suppliers. Those conditions could be caused either by major market shifts (rapidly falling 

gas prices and less emphasis on greenhouse gas emissions) or major regulatory changes 

(e.g., approval of direct access with a short-term spot market emphasis; or regulatory 

decisions changing to become more adverse to CCAs after start-up such as requiring 

CCAs to beat a price below the market price of utility generation - what happened in 

Ohio). They are more likely to be needed early in the program than later on, when 

embedded costs of CCA-owned renewable resources are fixed and/or declining.

However, Marin should evaluate the risk of differences opt-out rates, particularly among 

medium commercial customers, in the sensitivity analyses that is being performed by 

Navigant. Such a review would determine the extent to which the assumed opt-out rates
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affect the viability and economics of the CCA. While it does not appear likely as a 

matter of first impression that increases in opt-out rates within a reasonable range would 

jeopardize CCA economics or viability, the issue should be examined to determine 

whether this impression is correct.

◄
At page 17, PG&E suggests that Marin County and the member cities of the JPA would 

be at risk for repayment of the initial $6.4 million in startup financing identified in the 

business plan if it is determined that the bids received from suppliers do not meet the 

Marin CCA’s price targets and the CCA efforts do not proceed. According to the 

schedule shown in Table 5 of the business plan, this financing would not occur until after 

bids are received from suppliers, so the risk that PG&E paints appears to be a non issue. 

The JPA agreement and the CCA project agreement (described as Project Agreement No. 

1 in the business plan) would define whether members are liable in any way for the debts 

of the JPA. The San Joaquin Valley JPA agreement, for example, explicitly states that 

unless otherwise agreed, the debts, liabilities or obligations of the Authority shall not be 

debts, liabilities or obligations of the Parties (Section 2.3).

Tffl $Hfl(/H)T
PG&E points to some language in the business plan indicating that it might be possible 

for the CCA to develop a different residential rate design, suggesting that generation rates 

will ultimately be flat in the residential class. In this area, PG&E is likely to be correct 

that flat generation rates are likely to be implemented over time. However, this issue has 

previously been specifically examined by Navigant. The rate design that PG&E is 

discussing has a small adverse impact (about $l/MWh) relative to the rate design 

included in the business plan. Therefore, while changes in rate design may mean that the 

CCA may not have some flexibility that it might otherwise have had (and which was not 

factored into any of its business plan results in any event), the issue is simply not 

important.
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PG&E makes much of the fact that Navigant’s pro forma is presented differently for the 

2009-2013 period shown in the main body of the business plan and the longer term 2014

2025 shown in Appendix A. Navigant has confirmed that the 2009-2013 pro forma 

shown in Table 3 shows projected program revenues and costs, whereas the pro forma in 

Appendix A shows projected program costs relative to costs at PG&E rates. The 

revenues in Table 3 are net of franchise fees surcharges that would be paid by CCA 

customers, as these are assumed to be credited back to customers through the CCA’s rate 

design. Franchise fees are shown as a program cost line item in Appendix A. In 

essence, the two tables were prepared differently for different purposes - with the later 

pro forma designed to show that the program could compete with PG&E rates in the long 

run. When making any kind of projection for business plans, it should be recognized (as 

Navigant has recognized) that extremely detailed projections of operations (e.g., exactly 

how many administrative staffers would be hired by the program) beyond the first five 

years are likely to be less reliable. What is important in the long-term pro forma is the 

relative cost between the two options based on the strategic investment decisions, and 

that is what Navigant has presented in the business plan.
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