BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking to Integrate
and Refine Procurement Policies and Rulemaking 12-03-014
Consider Long-Term Procurement Plans. (Filed March 22, 2012)

REPLY COMMENTS OF THE CITY AND COUNTY OF SAN
FRANCISCO ON TRACK IIT RULES ISSUES

Pursuant to Judge Gamson’s March 21, 2013, Ruling seeking comments on Track III
Rules issues, and Judge Gamson’s March 28, 2013, email ruling extending the deadline for reply
comments to May 10, 2013, the City and County of San Francisco (San Francisco) respectfully
files these reply comments. The San Francisco agrees with the South San Joaquin Irrigation
District (SSJID) and the Marin Energy Authority (MEA) that the investor owned utilities (IOUs)
must make reasonable assumptions about the level of departing load when undertaking their
long-term procurement planning in order to maintain reliability without risking creation of

unnecessary stranded costs.

in addition, the San Francisco agrees with SSJID that allocating costs to municipal
departing load using the Cost Allocation Mechanism (CAM) has no sound technical, policy or
legal justification, and is unfair. Publicly Owned Utilities (POUSs) develop and procure
resources to meet the requirements of their own customers, and such resources have system-wide
benefits equivalent to [OU-developed and procured resources. Allocating CAM to municipal
departing load forces POU customers to pay for system benefits of IOU procurement, without a

reciprocal mechanism to charge IOU customers for the system benefits of POU procurement.
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| The IOUs Should Make Reasonable Assumptions About Departing Load.

The San Francisco agrees with the comments of SSJID and MEA, that the IOUs should
be required to make reasonable assumptions about the level of departing load when they
undertake their long-term procurement planning. As SSJID notes, departing load is one of
several key drivers of an IOUs projected demand/resource balance. SSJID Comments at 2-3. In
order to maintain reliability at a reasonable cost, it is necessary to make reasonable forecasts of

all of these drivers. Id.
The San Francisco supports SSJID’s lucid explanation of the importance of this exercise:

This approach, of relying on reasonable forecasts of uncertain future conditions, balances
the risk of reliability shortfalls that might arise from under-procurement with the cost to
ratepayers from over-procurement.

This same standard should apply when the IOUs develop departing load forecasts. The
IOUs should be required to include in their forecasts any departing load that is reasonably
likely to occur, even if neither the departure nor its timing can be predicted with
certainty. Requiring an extremely high level of certainty in departing load forecasts
would result in the procurement of power for customers that are unlikely to be on the
IOUs’ systems, thereby unnecessarily increasing costs to ratepayers. The IOUs are well
equipped to handle the risks of procurement shortfalls associated with delayed or
cancelled departing load, just as the IOUs regularly manage risks associated with other
uncertainties that have far more significant effects on customer demand, system supply,
and [OU procurement requirements, including variable hydro output and uncertain load
growth.

Id.
II. Municipal Departing Load Should be Exempt from all CAM Allocations.
The San Francisco agrees with SSJID that municipal departing load should be exempt

from all CAM allocations. See SSJID Comments at 7-8. As SSJID explains in its comments,
POUs must and do procure resources for their customers that provide benefits to bundled IOU
customers. Yet there is no mechanism to charge IOU customers for the benefits they obtain from

POU procurement. It is unfair and contrary to the Commission’s oft reiterated indifference
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principle, for POU customers to pay IOUs for any benefit they might obtain from IOU
procurement; while IOU customers do not pay POUs for any benefit they might obtain from
POU procurement. The San Francisco strongly agrees with SSJID’s statement that applying
CAM to municipal departing load shifts “procurement costs with system-wide benefits
disproportionately from IOUs to POUs without any sound technical, policy or legal
justification.” SSJID Comments at 8. Public Utilities Code Section 365.1(c)(2(A) which
codified the CAM in 2009 does not include POU customers among the categories of customers

that are subject to the charge.
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