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FILE NO.111154 ~ ORDINANCE No.

[Agreement - Tracking Environmental Attributes]

Ordinance approving a contract between the City and County of San Francisco and the
Western Rehewable Energy Generation Information System (WREGIS) for documenting
and tracking environmental attributes at an estimated initial cost of $4,500 per yeai,' ,
depending on account activity; waiving the compet‘itive'pro\curement requirements of
the San Francisco Adm'inistrative Codé Chapter 21 for this service, waiving the
requirement of Section 21.9(b) of the Sa‘n, Francisco Administrative Code that a City
contract not contain an automatic renewal provision, waiving the requirement of
Section 21.35 of the San Francisco Administrative Code that every contract contain a
statement regardihg liability of claimants for submittirig false claims, waiving the
requirement of Section 1.2F.5 of the San Francisco Administrative Code that every
contract cofntain a statement urging companies abide by the MacBride Principles, and
waiving the requirement of Section 120.2 of the San Fralhcisdo Administrative Code
that every contractor provide EIC forms to eligible employées; and}authorizing the San
Francisco Public Utilities Commission to enter other similar‘ contracts for tracking
environmentali attributes. 7

NOTE: ~ Additions are single-underline italics Times New Roman;

deletions are stH gh-italf i

Board amendment additions are double-underlined; '
- Board amendment deletions are st )

Be it ordained by the People of the City and County of San Francisco:
Section 1. Findings: The Board of Supervisors of the City and Couhty of San Francisco

hereby finds, determines‘and declares that:

(a)  Background |
(1) - The City and County of San Francisco (City), through the San Francisco
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Public Utilities Commission (PUC) owns facilities that generate renewable energy and also
purchases renewable energy generated by others. Ftenewable energy has what are called
"environmental attributes” which are a way of recognizing the envirohmental benefits of
renewable energy. These environmental attributes can be used to meet ‘reneWabIe energy

requirements established by state law and may have value in the energy markets.

- Renewable Energy Credits are one example of this type of instrument. A Renewable Energy

Credit is-a certificate which demonstrates that one unit of electricity was generated and
delivered by an eligible renewable energy generating unit. |

(2) _ Increasingly, instruments to document and track environmental attrlbutes
are being developed to allow entities to demonstrate achievement of environmental goals,
comply with environmental laws and regulations, and ensure that environmental attributes are
verifiable and not double-counted. The City Will need to establish one or more accounts with
tracking entities in order to certify, track, and ‘ultimetely trade environmental instruments that
are owned purchased or otherwise obtained by the Clty

(3) The Western Renewable Energy Generatlon Information System
(WREGIS) was developed by the California Energy Commlssmn (CEC), the ‘Western
Governors’ Association (WGA), and the Western Regional Air Partnership. WREGIS ie a
single, centralized entity responsible for issuing WREGIS certified Renewable Energy Credits

for electricity from renewable facilities in the western U.S. and tracking Renewable Energy

Credits from those facilities to allow entities to demonstrate compliance with state regulations.

Renewable Energy Credits issued by WREGIS have more value in the electric market than
those certified by other sources. WREGIS is the only entity which can register Renewable
Energy Credits for purposes of compliance with California's laws mandating the use of

renewable energy.

_(4) Establishing accounts with WREGIS will allow the City to accurately track
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| as the SFPUC and other City departments will be required to re‘gister with tracking systems

- and demonstrating its compliance with applicable laws and regulations. Failure to establish

and report the environmental attributes of the City's renewable resources including solar,
wind, geothermal, and small hydroelectric generation, and in so doing, maximiZe the benefits
of those environmental attributes.

(5) In addition to the WREGIS tracking systém for renewe‘lble‘ energy
resources, tracking systems for other kinds of environmental attributes are being developed.
The California Ai.r Resources Board recently adopted regulations to reduce greenhouse gas
emissions and is establishing similar programs ‘that will be used to track greenhouse gas
emissiohs from fossil-fuels, fnethane, and other‘_ sources and track emission reductions over
time. These prdgrams include carbon emission allowénces, carbon offset credits, and other

greenhouse gas credits. Under the California Air Resources Board's regulations, entities such

and participate in these programs.
| (6) A delay in establishing accounts with WREGIS and other agencies as
needed would brevént the City fro‘m certifying and tracking Renewable Energy Credits and

other environmental instruments that it controls, reporting on its environmental performance,

these accounts could result in losing the value associated with the environmental attributes of
San Franmsco controlled resources.

(7)  The PUC Commlsswn authorized the PUC General Manager to execute
the WREGIS agreement, subject to approval by the Board of Supervisors, on September 13,
2011, in Resolution 11-0151, and to en_ter_other such agreements that are needed in order to
track environmental attributes. A '

(b) WREGIS Terms of Use Agreement

(1) ~ WREGIS requires the registering entity to sign a Terms of Use agreement

outlining the roles and responsibilities of the registrant, including authoﬁzing account access,
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agreeing to payment terms, and delineating software licensing provisions. A copy of the

WREGIS Terms of Use Agreement is on file with the Clerk of the Board of Supervisors in File |
No, 111154 : |

(2) © The WREGIS Terms of Use Agreement is a standard contract that is not
subject to negotiation or modification. The Agreement renews annuélly on payment of an
annual fée, currently $1,500. Other fees are based on the quantity of energy tracked. For
exémple, the PUC estimates a total annual .cost (annual fee plusl .usage‘ based chérges) of
$4,500 to traék RECs from the PUC's solar resources. The Agreement may be terminated by
either -party with 60 ‘days written notice. Other key provisions include:

« WREGIS has sole discretion to increase or decrease customer fees with sixty days

notice; |

e Late fees of one and on-half percent computed on overdue amounts.

e No liability for most claims of intellectual property infringement, except for those due to
| WREGIS' own actions. |
».\ WHEGIS has no liability for any direct, general, spemal indirect, consequentlal

incidental, exemplary, punitive or other indirect damages regardless of cause.
o WREGIS reserves the Vright to audit fhe City's relevant records to verify any information

submitted by the City to WREGIS under the agreement.

(c)  Other Agreements for Tracking Environmental Attributes .

The PUC anticipates that other registries similar to WREGIS will be developed in the .
near future. As additional registries ‘are deyeloped that provide value for tracvking other
environmental attributes, the PUC will consider entering into agreements on a case-by-case |
basis. |

‘Section 2. Waivér.of Citv Administrative Code Provisions:

(@) The Board of S'upe_rvisors hereby waives the requirement of Section 21 of the

'PUBLIC UTILITIES COMMISSiON
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San Francnsco Administrative Code that requires competitive procurement for. City contracts
This waiver is reasonable because WREGIS is the only entity that certifies renewable energy

credits recognized for purposes of complying with California laws mandating the use of

renewable energy.

(b)  The Board of Supervisors héreby waives the requirement of San Francisco
Administfative Code Section 21.9(b that contracts not include an automatic renewal provision.
This waiver is réasonable because the City may terminate the contract at any time with notice
to WREGIS and this service is one that the Clty will need continuously for the foreseeable
future. | | | '

(c) The Board of S‘upervisor's hereby -waives the requirérhent of Section 21.35 of the
San Francisco Administrati‘ve Code that every contract contain a false claims provision. This
waiver is reasonable because the'City 's fees will consist of an annual subscription amount

and a fee based on the number of Renewable Energy Credits the City registers with WREGIS.

(d)  The Board of Supervisors hereby waives the requirement of Section 12F.5 of the |

San Francisco Administrative Code that every contract contain a statement urging companies
to abide by the MacBride Pfinciples. This waiver is reasonable» because the WREGIS
agreement cannot be modified to include this provision.

(e) = The Board of SUpervisors hereby waives the requiremeﬁt.df Section 120.2 of

the San Francisco Administrative Code that every contractor provide EIC forms to eligible

" employees. This waiver is reasonable because the WREGIS agreement cannot be modified

to mclude this provision.

Section 3. Authorizations: Section 9.118 of the San Francisco Charter requires

approval by the Board of Supervisors of agreements with a term of ten years or more.
(@)  The Board of S'upervisoré authorizes the PUC General Manager to execute

Agreements with WREGIS in substantially the form on file with the Clerk of the Board of .

PUBLIC UTILIfIES COMMISSION ;
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- those other agreements do not exceed $2,500,000.
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~ APPROVED AS TO FORM:

| By: mw 6(”‘/ “b\%‘

Supervisors, in File No. 111154 , with such changes or modifications including

without limitation modifications to the exhibits, as may be acceptable to the PUC General
Manager and the City Attorney, and which do not matenally increase the obllgatlons and
liabilities of the City. This authorization is subject to annual appropriation of funds and shall
extend so long as total expenditures for the WREGIS agreements do not exceed $1 ,OO0,000.
(b)  The Board of Supervisors authoﬁzes the PUC General Manager to execute
other similar agreements in the future as hecessary to track environmental attributes. This

authorization is subject to annual appropriation of funds and so long as total expenditures for

DENNIS J. HERRERA, City Aﬁorney :

Margarifa Gutierrez
Deputy City Attorney -

PUBLIC UTILITIES COMMISSION v
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FILE NO. 111154

LEGISLATIVE DIGEST

Ordinance approving a contract between the City and County of San Francisco and the
Western Renewable Energy Generation Information System (WREGIS) for documenting
and tracking environmental attributes at an estimated initial cost of $4,500 per year,
depending on account activity; and waiving the competitive procurement requirements
of the San Francisco Administrative Code Chapter 21 for this service, waiving the
requirement of Section 21.9(b) of the San Francisco Administrative Code that a City
contract not contain an automatic renewal provision, waiving the requirement of
Section 21.35 of the San Francisco Administrative Code that every contract contain a
statement regarding liability of claimants for submitting false claims, waiving the
requirement of Section 12F.5 of the San Francisco Administrative Code that every
~ contract contain a statement urging companies abide by the MacBride Principles, and
waiving the requirement of Section 120.2 of the San Francisco Administrative Code
that every contractor provide EIC forms to eligible employees; and authorizing the San
" Francisco Public Utilities Commission to enter other similar contracts for tracking
-~ environmental attributes. '

Existing Law

The San Francisco Administrative Code (SFAC) requires that all contracts for services which
cost over $29,000 be competitively bid (Section 21.5(a) and the Purchaser's Regulations),
“bars the City from entering into contracts with an automatic renewal provision (Section 21 9),
requires language regarding the consequences of submitting false claims to the City (Section
21.35), requires language urging companies to abide by the MacBride Principles (Section
12F.5) and requires every contractor provide EIC forms to eligible employees (Section

12.0.2). '

Amendments to Current Law

This ordinance would approve waiver of those requirements in a contract with the Western ’
Renewable Energy Generation Information System (WREGIS) for the registration of
Renewable Energy Credits (RECs) and would authorize the San Francisco Public Utilities
Commission (PUC) to enter other similar contracts for similar services. ‘

Backaround Information

The City and County of San Francisco (City), through the PUC, owns facilities that generate
renewable energy and also purchases renewable energy generated by others. Renewable
energy has what are called "environmental attributes" which are a way of recognizing the
environmental benefits of renewable energy. These environmental attributes can be used to
meet renewable energy requirements established by state law and may have value in the
energy markets. Renewable Energy Credits (RECs) are one example of this type of

BOARD OF SUPERVISORS . ' . Page 1
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In addition, the Agreement does not include provisions which wouId customarily be included in
the City's agreements such as,

¢ Notice of False Claims
¢ MacBride Principles
. Earned Income Credit Informatlon

Additional tracking systems for other kinds of environmental attributes are being developed.
The California Air Resources Board (CARB) recently adopted regulations to reduce
greenhouse gas (GHG) emissions and is establishing similar programs that will be used to
track greenhouse gas emissions from fossil-fuels, methane, and other sources and track
emission reductions over time. These programs include carbon emission allowances, carbon
offset credits, and other GHG credits. Under CARB’s regulations, entities such as the SFPUC
and other City departments will be required to register with tracking systems and participate in
these programs.

The PUC anticipates that registries similar to WREGIS will be developed in the near future for
tracking other environmental attributes. As additional registries are developed that provide
value for tracking other environmental attributes, the PUC will consider entering into
agreements on a case-by-case basis. Through this legislation, the PUC seeks authority to

enter similar types of agreements in order to register and track the City's enwronmental
attributes. ~

BOARD OF SUPERVISORS : | ‘ ' Page3
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BUDGET AND FINANCE COMMITTEE MEETING ' NOVEMBER 30, 2011

!

Item 4 Department :
File 11-1154

Public Utilities Commission (PUC)

Leglslatlve Objectlves :
The proposed ordinance would (a) authorize the City and County of San Francisco, through the
Public Utilities Commission (PUC), to approve a new agreement with the Western Renewable
Energy Generation Information System (WREGIS), a system developed by the State in
collaboration with agencies from other states, for documenting and tracking environmental
attributions, or the environmental benefits of renewable energy, at an estimated initial cost of
$4,537 per year payable by the PUC to WREGIS, depending on account activity, (b) authorize
the PUC to enter into other similar future agreements for tracking environmental attributes,
without obtaining Board of Supervisors approval, so long as the total expenditures for those

‘other agreements do not exceed $2,500,000, (c) waive the competitive procurement

requirements of San Francisco Administrative Code Chapter 21 for this service, (d) waive the

. requirement of Administrative Code Section 21.9 that City contracts not include an automatic

renewal provision, (e) waive the requirement of Administrative Code Section 21.35 that every
agreement contain a statement regarding liability of claimants for submitting false claims, (f)
waive the requirement of Administrative Code Section 12F.5 that every contract contain a
statement urging companies abide by the MacBride Principles, and (g) waive the requirement of
Administrative Code Section 120.2 that every contractor provide Earned Income Credit forms to
eligible employees. | :

Key Points
The PUC owns facilities that generate renewable energy, such as solar energy facilities,

* including those located at Moscone Center and the Chinatown Library, and hydroelectric

energy, including the Hetch Hetchy Regional Water System. The PUC also purchases

‘renewable energy generated by others, such as solar energy from Recurrent Energy, which have
- recognizable environmental benefits or attributes. These environmental attributes, once certified

by the State-authorized entity, can become instruments which have financial value if traded or
sold by the PUC to other utilities or entities subject to similar state-mandated programs in the
energy markets, such as Pacific Gas and Electric (PG&E).

In addition, the Community Choice Aggregation program (CleanPowerSF), will offer San
Francisco’s residents and businesses 100 percent renewable energy procured by the PUC, as an
alternative to energy provided by PG&E by mid-2012.

- Fiscal Impacts
The proposed agreement between the PUC and WREGIS would authorize the PUC to pay

 WREGIS (a) approximately $1,575 in annual fixed fees for each account with WREGIS that-

the PUC chooses to open to certify and track its renewable energy, (b) $2,400 annual costs for

- tagging of renewable energy, and (c) additional volumetric fees of $.015 per megawatt hour of

WREGIS-certified renewable energy. The PUC has estimated total costs based on two
scenarios: (1) only the PUC’s solar facilities are certified and registered by WREGIS or (2) all
of the PUC facilities, including the first phase of CleanPowerSF, are certified and registered by

SAN FRANCISCO BOARD OF SUPERVISORS C BUDGET AND LEGISLATIVE ANALYST
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WREGIS.

o Ifonly the PUC’s solar facilities are certified and registered by WREGIS, the annual cost of an
account with WREGIS payable by the PUC to WREGIS would be approximately $4,532. If all
of the PUC renewable energy facilities are certified and registered by WREGIS as well as a
second account established for the first phase of the Community Choice Aggregation Program,
CleanPowerSF, are certified and registered, the annual cost to the PUC for the two accounts
payable to WREGIS would be approximately $32,545.

Policy Considerations
» The City Attorney’s Office advises that waiving the City’s Administrative Code requirements,
as stated above, is necessary because, in order to establish an account with WREGIS and be
compliant with State regulations, the PUC must sign a standard WREGIS form agreement that is
not subject to any negotiation or modification and the waiving of City Administrative Codes
poses little risk to the City.

e The Budget and Legislative Analyst notes that the proposed ordinance allows the PUC to enter
into other similar agreements in the future to track environmental attributes, or the
environmental benefits of renewable energy, without obtaining Board of Supervisors approval.
The PUC does not believe it is necessary to obtain Board of Supervisors approval for these
types of future agreements on a case-by-case basis because (a) any future agreements the PUC
would enter into are mandated by State statute or regulation and the PUC does not have
discretion to not enter into such agreements, (b) the costs of each agreement are expected to be
modest, similar to the proposed agreement, (c) the terms of these future agreements, like the
proposed agreement with WREGIS, are not negotiable, such that the PUC cannot negotiate the
provisions, (d) the additional time required to obtain Board of Supervisors approval may have
negative consequences on the PUC since regulatory deadlines and the process of certifying the
meeting of those regulatory deadlines often do not allow sufficient time for the Board of
Supervisors approval process, (e) requiring Board of Supervisors approval for future
agreements could place the PUC at risk of losing the value of environmental attributes due to
such process delays; and (f) all expenditures under the proposed agreement or future
agreements are subject to Board of Supervisors appropriation approval. :

Recommendations
e Approve the proposed agreement with WREGIS.

e Approval of the proposed ordinance as it relates to authorizing the General Manager of the PUC
authority to enter into similar future agreements without obtaining Board of Supervisors approval
is a policy decision for the Board of Supervisors.

MANDATE STATEMENT/ BACKGROUND

Mandate Statement

In accordance with Charter Section 9.118(b), City agreements with a term in excess of ten
years or anticipated expenditures in excess of $10,000,000 are subject to approval by the Board

SAN FRANCISCO BOARD OF SUPERVISORS . ' BUDGET AND LEGISLATIVE ANALYST




BUDGET AND FINANCE COMMITTEE MEETING NOVEMBER 30, 2011

of Supervisors. Because the proposed agreement would automatically renew on annual basis,
and therefore result in a term in excess of ten years, this proposed ordinance is subject to
approval by the Board of Supervisors. »

Background

The State of California recently modified its Renewable Portfolio Standards. Effective
December 10, 2011, the State’s Renewable Portfolio Standards will now require most utilities
in the State to obtain at least 33 percent of their energy from clean, renewable sources, such as
wind or solar power, by 2020. However, the Public Utilities Commission (PUC) is not one of
those utilities required to meet the 33 percent standard. However, in order to comply with the
State’s modified Renewable Portfolio Standards regulations, the San Francisco Public Utilities
Commission (PUC) must begin reporting to the State, on an annual basis, its renewable energy
procurements and generation, or energy that is derived from natural resources such as sunlight
or wind, by certifying that renewable energy. The PUC owns facilities that generate renewable
energy, such as solar energy facilities, including those located at Moscone Center and the
Chinatown Library, and hydroelectric energy, such as the Hetch Hetchy Regional Water
System. The PUC also procures renewable energy generated by others, such as solar energy
from Recurrent Energy.

Renewable energy has environmental benefits or atfributes. These environmental attributes,
once certified, can become an instrument which has financial value if traded or sold by the
PUC to other utilities or entities, such as Pacific Gas and Electric (PG&E), subject to
greenhouse gas regulations in the energy markets One example of such an environmental
instrument is a Renewable Energy Credlt which can be used to demonstrate the PUC’s
compliance with the State’s Renewable Portfolio Standards regulations. According to Mr. Bart
Broome, Government Affairs Manager at the PUC, other environmental instruments besides
Renewable Energy Credits that may be used by the PUC to capture the City’s environmental
attributes include:

(a) Cap -and-Trade® Emission Allowances®: Issued by the State and given to the PUC
without cost as a publicly-owned electric utility to mitigate the increased cost of
electricity as a result of the Cap-and-Trade market. The PUC expects to receive Cap-
and-Trade Emissions Allowances annually from the State, starting in the second half of
2012. State regulations will be developed to determine how these Cap-and-Trade
Emissions Allowances will be certified, tracked, banked, and retired by the California
Air Resources Board before State- requ1red participation in a State allowance tracking
system is-required on July 16, 2012.* The PUC will need to participate in an allowance

' A Renewal Energy Credit represents the environmental attributes of one unit of electricity generated and delivered
from a renewable energy source. These RECs may be sold or traded separately from the unit of electricity itself.

2 The State’s Cap-and-Trade Program places a State-wide limit or cap on the amount of greenhouse gas emissions.
Under the State’s Cap-and-Trade Program, stationary-source greenhouse gas emitters must acquire emissions
allowances representing one unit of greenhouse gas emissions through assignment, purchase, or trade which are
proportronal to their emissions. These emission allowances can then be bought and sold between entities.

? An emissions allowance is a permit representing one unit of greenhouse gas emissions.

* The California Air Resources Board has issued Requests for Proposals to contract with one or more third partles to
administer these functions.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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tracking system beginning July 16, 2012 and will need to enter into at least one contract
to track its emissions allowances received under the State’s Cap-and-Trade Program.

(b) Cap-and-Trade Offsets’: May be earned by the PUC from the sequestration of
greenhouse gases through forestry projects or through the capture of greenhouse gases
in the PUC’s wastewater treatment operations. Offsets earned, and certified, could be
sold to greenhouse gas emitters who are obligated to comply with the Cap-and-Trade
Program regulations. The regulations and tracking system for these offsets will be
developed by the California Air Resources Board during 2012,

(c) Low Carbon Fuel Credits: May be earned by the PUC through the State’s Low Carbon
Fuel Standard®, which rewards entities that supply low-carbon -fuels and related
infrastructure for transportation, such as electricity and electricity charging
infrastructure for electrified mass transit and electric vehicles, by providing those
entities with credits that may be sold to other entities who are obligated to comply w1th
the Low Carbon Fuel Standard regulations.

Mr. Broome advises that, in order to certify, track, and ultimately trade the PUC’s Renewable
Energy Credits and other environmental instruments, the PUC needs to establish one or more
accounts with tracking entities, such as the Western Renewable Energy Generation Informatlon
System (WREGIS). WREGIS was developed by the California. Energy Commission (CEC)
the Western Governors® Association®, and the Western Regxonal Air Partnershlp and is
administered by the Western Electrlclty Coordinating Council'®>. 'WREGIS is a single,
centralized entity responsible for issuing and tracking WREGIS-certified Renewable Energy:
Credits for electricity from renewable facilities in the western United States. WREGIS-certified
Renewable Energy Credits have more value in the electricity market than those certified by
other sources because WREGIS is the only entity which can register Renewable Energy Credits
for the purposes of compliance with California’s State laws mandating the use of renewable
energy, such as the State’s Renewable Portfolio Standards. ‘

According to Mr. Broome, the PUC cannot get credit, in the form of Renewable Eriergy
Credits, for the renewable energy it is currently generating unless the PUC has an account with
WREGIS and those renewable energy resources have been certified and registered with

5 A Cap-and-Trade Offset is a reduction in greenhouse gas emissions made in order to compensate for or to offset a
greenhouse gas emission occurring elsewhere. The State permits a percentage of greenhouse gas emiissions to not be
counted towards the emission allowance cap through the purchase of such Cap-and-Trade Offsets. '

§ The Low Carbon Fuel Standard, effective as of January 1, 2011, requires fuel providers to demonstrate a continual
decrease of greenhouse gas emissions for every unit of energy dellvered to a vehicle.

" The California Energy Commission is the State's primary energy policy and planning agency.

¥ The Western Governors’ Association is an independent, non-partisan organization of Governors from 19 Western
states, two Pacific-flag territories and one commonwealth. '

° The Western Regional Air Partnership is a collaborative effort of tribal governments, state governments and
‘various federal agencies to develop the technical and policy tools needed by western states and tribes to comply with
the U.S. Environmental Protection Agency’s regional haze regulations and improve air quality in the Colorado
- Plateau wilderness and national parks, including the Grand Canyon. ’

' The Western Electricity Coordinating Council is the regional entity responsible for coordinating and promoting
bulk electric system reliability in the Western region, including the Canadian provinces of Alberta and British
Columbia, the northern portion of Baja California, Mexico, and all or portions of the 14 Western states.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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- WREGIS by July 1, 2012. Pursuant to State regulations, if the PUC does not meet that July 1,
2012 deadline, the PUC will (a) lose the ability to claim the Renewable Energy Credits for
.renewable energy generation that occurred between January 1, 2011 and the date of
registration, (b) lose both the dollar value and diminish the compliance value of those
Renewable Energy Credits, and (c) could face financial penalties for failing to comply with the

~ State’s Renewable Portfolio Standards regulation. Mr. Broome also advises that it is likely that
the California Energy Commission will mandate registration with WREGIS as it implements -
the requirements of the State’s Renewable Portfolio Standards regulations, because current

State legislation requires the California Energy Commission to verify compliance with the

Renewable Portfolio Standards requirements by retail sellers and local publicly- owned electric
utilities, such as the PUC.

Community Choice Aggregatioh Program (CleahPOWerSF)

The Community Choice Aggregation program (CleanPowerSF), will offer San Francisco’s
residents and businesses energy procured by the PUC, as an alternative to energy obtained from
Pacific Gas and Electric (PG&E). The Board of Supervisors approved the establishment of the
City's CleanPowerSF program in May, 2004 (Ordinance No. 86-04). On November 10, 2011, a
public hearing regarding the CleanPowerSF program and the proposed term sheet for an
agreement with a provider was held before the Board of Supervisors’ Government Audit and
Oversight Committee.

According to Ms. Meg Meal, PUC Manager of Regulatory and Legislative Affairs for the Power
Enterprise, an agreement between the PUC and Shell Energy North America regarding
Community Choice Aggregation through CleanPowerSF is anticipated to be submitted to the
Board of Supervisors for approval mid-December, 2011. The Budget and Legislative Analyst
will be reporting on that proposed agreement when it is submitted to the Board of Supervisors.

Subject to approval by the Board of Supervisors, the first phase of CleanPowerSF is currently
expected to be implemented in mid-2012, which will provide participating residential customers
in San Francisco with electricity supplies that are 100 percent renewable, as defined by State
regulations. The target participation for the first phase is 50,000-75,000 participating residential
accounts out of approximately 340,000 residential accounts in San Francisco, comprising a total

- of approximately 20-30° megawatts of energy. Ms. Meal advises that subsequent phases of
CleanPowerSF ‘would be implemented based on results of the first phase, including actual
customer participation rates, future market conditions and renewable procurement opportunltles
that are available at the time.

Ms. Meal advises that the PUC would need to open a second, separate account with WREGIS
which will track the PUC’s Renewable Energy Credits to demonstrate its compliance with the
State’s Renewable Portfolio Standards regulations and demonstrate achievement of
CleanPowerSF goals, which include providing only renewable energy that has been certified
compliant with State regulations. The State requires community-choice aggregation programs to
open accounts with WREGIS to demonstrate compliance with State Renewable Portfolio
Standards regulations.

SAN FRANCISCO BOARD OF SUPERVISORS ' : BUDGET AND LEGISLATIVE ANALYST
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DETAILS OF PROPOSED LEGISLATION

The proposed ordinance would (a) authorize the City and County of San Francisco, through the
Public Utilities Commission (PUC), to approve a new agreement with the Western Renewable
Energy Generation Information System (WREGIS) allowing for the opening of accounts which
‘would register, document and track the PUC’s environmental attributes (the environmental
benefits of renewable energy) which are certified by WREGIS, at an estimated initial cost of
$4,532 per year, payable by the PUC to WREGIS, depending on account activity in an amount
not to exceed $1,000,000, (b) authorize the PUC to enter into other similar future agreements for
tracking environmental attributes, without obtaining Board of Supervisors approval, so long as
the total expenditures for those other agreements do not exceed $2,500,000, (c) waive the
competitive procurement requirements of San Francisco Administrative Code Chapter 21 for
this service, (d) waive the requirement of Administrative Code Section 21.9 that City
agreements not include an automatic renewal provision, (e) waive the requirement of
Administrative Code Section 21.35 that every agreement contain a statement regarding liability
of claimants for submitting false claims, (f) waive the requirement of Administrative Code
Section 12F.5 that every contract contain a statement urging companies abide by the'MacBride
Principles'*; and (g) waive the requirement of Administrative Code Section 120.2 that every
contractor provide Earned Income Credit forms to eligible employees.

According to Mr. Broome, this is the first time the PUC is proposing to directly have the City’s
~ renewable energy resources certified by any entity, such as WREGIS. However, this is now
necessary due to Renewable Portfolio Standards regulations as required by the State. Therefore
the PUC is seeking approval to enter into an agreement with WREGIS which will allow the
PUC to establish an account with WREGIS in order to demonstrate compliance with the
recently enacted State Renewable Portfolio Standards regulations. Mr. Broome notes that
establishing accounts with WREGIS will allow the PUC to accurately track and report the
environmental attributes, or the environmental benefits of renewable energy, of the City’s
renewable resources including solar and hydroelectric generation. According to Mr. Broome, if
the PUC does not enter into the proposed agreement with WREGIS and therefore fails to open
an account with WREGIS, the PUC’s renewable energy resources can not be certified. If the
PUC does not certify its renewable energy resources in compliance with Renewable Portfolio
Standards regulations, the PUC could be subject to enforcement action by the California
Energy Commission and California Air Resource Board.

FISCAL IMPACTS

The proposed WREGIS agreement between the PUC and WREGIS authorizes the PUC to pay
WREGIS (a) approximately $1,575 in annual fixed fees per account, (b) $2,400 annual costs for
electronic tagging of renewable energy, or a total of $3,975, and (c) additional volumetric fees of
$.015 per megawatt hour of WREGIS-certified renewable energy. According to Ms. Meal, there
are two scenarios for which the PUC has estimated costs to establish the subject WREGIS
accounts: (1) only the PUC’s solar facilities, such as those located at Moscone Center and the

' The MacBride Principles, consisting of nine fair employment principles, are a corporate code of conduct for
United States companies doing business in Northern Ireland. . :

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Chinatown Library, are certified and registered by WREGIS or (2) all of the PUC facilities,
including the first phase of CleanPowerSF are certified and registered by WREGIS. As shown in
Table 1 below, if only the PUC’s solar facilities are certified and registered by WREGIS, the
annual cost of an account payable by the PUC to WREGIS would be approximately $4,532.

Table 1: Estimate of Proposed Annual WREGIS Agreement Costs for

PUC’s Solar Facilities
: Quantity | - Cost
Annual Fixed Fees™ -1 31,575
Electronic Tagging Fee" 1 2,400
Total Fixed Fees $3,975
Megawatt Estimated Cost
. Hours : ~

Volumetric Fees for Solar Facilities

($.015 per megawatt hour) : - 9,638 $145
10 % Contingency ’ v 412
Total Annual Fees ‘ $4,532

As shown in Table 2 below, if all of the PUC facilities are certified and registered by WREGIS
as well as-a second account established for the Community Choice Aggregation Program,
CleanPowerSF, the annual cost to the PUC of the two accounts payable to WREGIS would be
approximately $32,545.

Table 2: Estimate of Proposed Annual WREGIS Agreement Costs for Two Accounts
Certifying all PUC Renewable Energy Generation and Tracking of Phase 1 of
CleanPowerSF

Item Quantity Cost -
Annual Fixed Fees (2 Accounts) - , 2 $3,150
Electronic Tagging Fee" _ ' 1 2,400
Total Fixed Fees ' $5,550
Volumetric Fees ($.015 per megawatt hour) - Megawatt Hours | Estimated Cost
Solar Facilities ‘ 9,638 $145
CleanPowerSF - Phase 1 ‘ ‘ 300,000 4,500
Hetch Hetchy Hydroelectric Generation 1,490,000 22,350
Total Volumetric Fees : 1,800,000 $26,995
Total Annual Fees $32,545

If épproved the PUC would initially open one account with WREGIS exclusively for its solar
generation. A second account will be opened if the Community Choice Aggregation Program,
CleanPowerSF, is approved.

12 Annual fixed fees under the proposed agreement are comprised of (2) a flat subscription fee of $1,500 and (b) $75
for the delivery of an annual report required by State regulations, to be delivered to the CEC in both electronic and
paper format, specifying the renewable energy the PUC has procured and generated over the year.

A fixed fee of $2,400, or $200 per month, for annual electronic tagging of certified renewable energy in order to
track the source of the energy and the point of usage, which is also required by State regulatlons

" Ms. Meal advises that a ten percent contingency was included due to potential variation in energy procurement
and generation and the possibility of other modifications in how the PUC’s energy needs to be accounted.

'* Ms. Meal advises that one $2,400 annual fee for annual electronic tagging would be sufficient to perform these
services for both WREGIS accounts.
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POLICY CONSIDERATIONS

The Budget and Legislative Analyst notes that the proposed ordinance includes several waivers
of City requirements for agreements, including (a) waiving the competitive procurement
requirements of the San Francisco Administrative Code Chapter 21 for this service, (b) waiving
the requirement of Administrative Code Section 21.9 that City contracts not include an
automatic renewal provision, (c) waiving the requirement of Administrative Code Section 21.35
that every agreement contain a statement regarding liability of claimants for submitting false
claims, (d) waiving the requirement of Administrative Code Section 12F.5 that every contract
contain a statement urging companies abide by the MacBride Principles, and (e) waiving the
requirement of Administrative Code Section 120.2 that every contractor provide Earned Income
Credit forms to eligible employees.

Ms. Margarita Gutierrez at the City Attorney’s Office advises that waiving these requirements is
necessary because, in order to establish an account with WREGIS and be compliant with the
State’s Renewable Portfolio Standards, the PUC must sign WREGIS’s standard form agreement
that is not subject to any negotiation or modification and the waiving of the City’s
Administrative Code poses little risk to the City. Ms. Gutierrez believes that, for the reasons
explained below, the requested waivers are reasonable.

According to Ms. Gutierrez, waiving the competitive procurement requirements for the
proposed agreement is-reasonable because WREGIS is the only entity which provides
Renewable Energy Credits compliant with the State’s Renewable Portfolio Standards.
. Therefore, there are no other potential contractors which provide the service that WREGIS
does. The PUC needs to enter into a sole source agreement with WREGIS in order to be in full
compliance with the State’s Renewable Portfolio Standards and receive full credit for its
renewable energy sources.

Ms. Gutierrez also advises that waiving the requirement that City contracts not include an
automatic renewable provision is reasonable because, while the proposed agreement with
WREGIS will automatically renew, the proposed ordinance only authorizes the agreement to
extend so long as total expenditures for the WREGIS agreement does not exceed $1,000,000. If
additional expenditures under the existing agreement exceed the not-to-exceed amount of
$1,000,000 by over $500,000, the PUC will be required to obtain Board of Supervisors
approval. The proposed agreement may be terminated by either party with 60 days written
notice, although Mr. Broome acknowledges that the PUC w111 11kely need this service for the
foreseeable future.

According to Ms. Gutierrez, the waiver of the requirement that every agreement contain a
statement regarding the liability of claimants submitting false claims is reasonable because the
fees that the PUC would be paying WREGIS will be based on a fixed annual fee and other fees,
based on the volume of certifications, which can be easily verified by the PUC based on the
actual volume of energy procured and/or generated. - |

Ms. Gutierrez also advises that the waiver of the requirement that every City agreement contain
a statement urging companies to abide by the MacBride Principlés is reasonable because

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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WREGIS conducts no business with Northern Ireland and therefore, by default abides by the
MacBride Principles. And finally, Ms. Gutierrez advises that the waiver of the requirement that
every City contractor provide Earned Income Credit forms to eligible employees is reasonable
because the agreement cannot be modified to include this provision. Ms. Meal advises that the
PUC was informed that WREGIS has not distributed Earned Income Credit forms to its
employees.

Given the PUC’s need to certify its reriewable energy generation and procurement in order to
get credit and prove compliance with the State’s Renewable Portfolio Standards regulations
and the likelihood that the California Energy Commission will mandate that all utilities have
their environmental attributes, the environmental benefits of renewable energy, certified and
registered with WREGIS, the Budget and Legislative Analyst recommends that the proposed
agreement with WREGIS be approved.

~ However, the Budget and Legislative Analyst also notes that the proposed ordinance allows the
PUC to enter into other similar agreements in the future to track environmental attributes
without obtaining Board of Supervisors approval. Any additional costs of these agreements
would be subject to annual appropriation by the Board of Supervisors and would only allow the
PUC to enter in other agreements so long as total expenditures for those other agreements do
not exceed $2,500,000

According to Mr. Broome, the PUC does not believe it should be necessary to obtain Board of
Supervisors approval for entering into these types of future agreements on a case-by-case basis
because (a) these agreements are mandated by State statute and regulations and the PUC does
not have discretion to not enter into such certification agreements, (b) the costs of each
agreement are expected to be modest, similar to the proposed agreement, (c) the terms of these
agreements, like the proposed agreement with WREGIS, are not negotiable, such that the PUC
cannot negotiate various provisions, (d) the additional time required to request and receive
 Board of Supérvisors approval may have negative consequences on the PUC since regulatory
deadlines and the process of certifying the meeting of those regulatory deadlines often do not
allow sufficient time for the Board of Supervisors approval process, (¢) requiring receiving
Board of Supervisors approval could place the PUC at risk of losing the value of environmental
attributes due to such process delays, and (f) all expenditures under the proposed agreement or
future agreements are subject to Board of Supervisors approval.

RECOMMENDATIONS

1. Approve the proposed agreement with WREGIS.

2. Approval of the proposed ordinance as it relates to authorizing the General Manager of the
PUC to enter into similar future agreements, without obtaining Board of Supervisors
approval, is a policy decision for the Board of Supervisors.

SAN FRANCISCO BOARD OF SUPERVISORS : BUDGET AND LEGISLATIVE ANALYST
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~ Authorize the General Manager of the San Francisco Publlc Utllltles Commission (SFPUC) to
enter into agreements to establish the administrative mechanisms to frack and report
environmental attributes where. the annual -cost of establishing each ‘mechanism is modest,
appro:nmately $5,000: Regular Calendar

Assistant General Mianager: Barbara Hale:

Summary of | Authorize the General Mahager of the San Francisco Public Utilities
Proposed Commission (SFPUC) to take all necessary actions to-enter into one or more
Commission Action: agreements with -the ‘Western. Renewable Energy Generation Information

: System in order to estabhsh the administrative mechanisms to certify, track,
and report reneéwable: energy credits, and ‘to enter §imilar agreements with
other such entities to ceitify, track, dnd report pther énvironimental sttribuites,
so-that the SFPUC will be able to demonstrate achievement of environmental |
goals and eompliance with applicable laws and regulations; and Authorize
the General Manager to seek Board of Supemsors approval of any such
118,

Background & Scope Incteasmgly, instruments to document and track envuonmental attributes are

of Agreements: being developed to allow entities to demonstrate achievement of
' : environmental goals; comply with_ enivironental laws and regulations, and |-

ensure that environmental attributes are verifiable and not double-counted,
{ The City and County of San Fiancisco (CCSF) will need to establish one or
fote accounts with tracking entities in order to certify, track, and ultimately

trade environmental instruments -that are owned, purchased, or otherwise

obtained by CCSF. Policy associated with actual trading will be developed
| and presented to the Commission for review and approval, and any costs or

revenues projected in the annual budget approval process.

:R wable Energy Credits (RECs) 4re one example of this type of
instrument. A, Renewable Energy Credit, as defined by state law (Public
: Utlhtles Code 399 12(h)) isa cemﬁcate used to represent proof that one unit

40 0yt 0, iy
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western Renewable Energy Generation Info System (WREGIS) Agreement -
Commission Meeting Date: September 13, 2011 ) : .

generating unit.

The Western Renewable Energy Generation Information System (WREGIS)
is housed in the Western Electricity Coordinating Council, a private, non-
profit corporation.  Created in 2007, WREGIS was developed by the
California Energy Commission (CEC), the Western Governors’ Association |
(WGA), and the Western Regional Air Partnership. WREGIS is a single,
centralized entity responsible for issuing WREGIS certified RECs for
electricity from renewable facilities in the western U.S. and tracking RECs
from those facilities to allow entities to demonstrate compliance with state
regulations. RECs issued by WREGIS have more merit in the electric |
industry than RECs certified by other sources.

Establishing one or more accounts with WREGIS will allow the SFPUC. and

other City departments to accurately track and report the environmental |

attributes of their renewable resources including solar, wind, geothermal, and
small hydroelectric genération, and ifi so doing, maximize the benefits of
those erivironmental attributes.

In the future, registration by the SFPUC with WREGIS will likely be
mandated by the CEC as it implements the requirements of California’s
Renewable Portfolio Standard (RPS), recently substantially modified by the
passage of Senmate Bill (SB)X1-2. This legislation requires the California
Energy Commission to verify compliance with the RPS requirements by retail
sellers and local publicly-owned electric utilities. The method proposed by
CEC staff to meet this requirement is to mandate that all retail sellers and
publicly-owned utilities register with WREGIS.

In addition to the WREGIS t'rackirig' system for renewable energy resources,
additional tracking systems for other kinds of environmental attributes are

| being . developed. The California. Air Resources Board (CARB) is in the

process of adopting regulations to reduce greenhouse gas (GHG) emissions |
and is proposing to establish similar programs that would be used to track,
account for, and over time reduce greenhouse gas emissions from fossil-fuels,
methane, and other sources. These programs include carbon emission
allowances, carbon offset credits, and other GHG credits, Under CARB’s

proposed regulations, entities such as the SFPUC and other City departments

will be required to register with tracking systems and participate in these
programs, The specific -requirements for participation in these additional
tracking systems will be developed in the near future.

WREGIS requires the registering entity to sign a Terms of Use agreement
outlining the roles and responsibilities of the registrant, including authorizing
account aceess, agreeing to payment terms, and delineating software licensing
provisions. The WREGIS Terms of Use Agreement is attached, The WREGIS
agreement will continue indefinitely unless terminated by one of the parties.
The agreement requires approval by the Board of Supervisors, because the
term of the agreements will likely exceed ten years. :

Environmental

The recommended action by this Commission to authorize the General




Western Rengwable Energy Generation Info Systemn (WREGIS) Agreerrient
Commission Meeting Date: September 13, 2011

Review:

Manager to enter into agreements to-track, report, and ultimately trade
environmental attributes represents an administrative act1v1ty by the SFPUC
that will not result in direct or indirect physical changes in the environmert
and therefore does not constitute a “project” as defined in California
Enviromnental Quality Act Guidelines Section 1537 8(b)(S).

Result of Inaction:

A delay in establishing accounts with WREGIS and other agencies as needed

~would prevent the SFPUC from certifying and tracking RECs and ‘other

environmental instruments that if. controls, reporting on its .environmental

‘performance, and demonstrating its compliance ‘with apphcable laws and
‘ regulatlons

Failure fo establish these accounts could tesult in losing the value ssociated
with the énvironmental attributes of San Francisco-controlled resources

Addltmnaﬂy, failure fo 'register with WREGIS in the near ter_m will
undermine the SFPUC’s ability to gain experience with the yse and reporting

 requirements of the WREGIS system. Having this experience will better

position the SFPUC to demonstrate compliance if the CEC requires publicly- |
ovwned utilities to register with WREGIS,

 Budget & Costs:

| The costs of establishing these accounts vary by tracking entity, but are

typically modest. Once established, account fees are typically charged based
on account activity and volume. For example, the initial cost of an account

-with WREGIS to track the RECs from SFPUC’s solar facilities is expected to
| be approximately $4,500 annually, This ificludes an annual fes.of $1,500, 4

Deliverability Function User Fee of $200 per month, and velumetric fees for
transactions of $0.005 to $0.01 per certificate (where each certificate

| represents 1 MWh of réenewable: generation).

Schedule:

For registry with WREGIS, services can begin as soon as the Terms of Use
Agreement has been signed and the registration fee hds been paid. The
agteement will continue each year that the SFPUC pays the annual fee, unless
the account is terminated by the SFPUC or VVREG‘IS

As additional reglsmes are developed that provide value for tracking other
gnvironmental attributes, the SFPUC will consider entermg nto agreements

‘ona case-by—case basis,

Recommendation:

| SFPUC staff recommends that the 'Commiss_ion authorizes the General

Manager to take all necessary actions to enter into one or more agreements

‘with WREGIS and other similar entities to track, report and ultimately trade

environmental atfributes,

Attachmght:

1. SFPUC Resolutlon

- 2 WREGIS Terms of Usé Agreement







PUBLIC UTILITIES COMMISSION
City and County of San Francisco

RESOLUTION NO:

WHEREAS, The market and regulatory value of environmental aftributes are realized
through tracking of certificates, allowances, ot oredlts pursuant to apphcable laws and
regulatlons and ‘

WI—EREAS ‘Third-party cernﬁed emflronmental attnbutes are iypma]]y recogmzed as
holding more value; and :

WHEREAS, Environmental attributes afe tracked through particular entities that fanﬂltate
verification of compliance with' state laws and regulatmns for a relatively small fee; and

WHEREAS, Having one or more accounts with tracklng entities allows certification,
tracking, and reportlng of environmental certificates, allowances and efedits; and

WHEREAS The. regulatlons governing trackmg and use of environmental attributes are '
still being devalopﬁd and it is not yet known which entities will petform such services; and

© WHEREAS, The Western Renewable Energy Generation Information System (WREGIS)
has established a Terms of Use Agreement required to create an account fo track and report
renewable energy credits, at an estimated cost of $4,500 per year; and

WHEREAS, Establishing an account with WREGIS as seon as possible will allow- the
City to &emonstrate compliance with the State’s Renewable Portfolio Standard and maximize the
value-of the Renewable Energy Credits associated with its renewable resouress; and

WHEREAS The recommended aetion by this Commission to authorize the General
Manager te enter into one or more agreements with WREGIS and -other such agreements
represents. ‘an. administtative activity by the SFPUC that will not result fnn direct or indirect
physical changes in the environment and therefote does not constitute a “project” as defined in
Cahforma Environmental Quahty Act Guidelines Section 15378(b)(5); niow, therefore, be it

RESOLVED, That this Commission authonzes the General Manager of the San
Francisco Public Utilities Commission to take all necessary actions; including seekmg approval
by the Board of Supervlsors, to enter ifito a Terms of Use' agreement with WREGIS in order to
track and report ghyironmental atiributes consistent with laws and regulations; and be it further

RESOLVED, That this Commission authorizes the General Manager to-take all hiscessary
“actions to enter into other such agreements in order to track and report environmental attributes,
including seeking Board of Supervisors approval for such agreements. -

I hereby certify that the foregoing resolution was adopted by the Public Utilities:
Cominission at its meeting of September 13, 2011

Secretary, Public Utilities Commission




Western Renewable Energy Generation
- Informatlon System

WREGIS
ACCOUNT HOLDER REGISTRATION AGREEMENT

(Also referred to as the “TERMS OF USE”)

June 22, 2007
Revised May 1, 2008
Revised August 6, 2008
_ v _ ii
WREGIS Account Holder Registration Agreement

Revised August 8, 2008
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File No. 111154

FORM SFEC-126:
NOTIFICATION OF CONTRACT APPROVAL
(S.F. Campaign and Governmental Conduct Code § 1.126)

City Elective Officer Information (Please print clearly.)

Name of City elective officer(s): City elective office(s) held:
Members, SF Board of Supervisors Members, SF Board of Supervisors

Contractor Information (Please print clearly.)

Name of contractor; Western Renewable Energy Generation System

Please list the names of (1) members of the contractor’s board of directors; (2) the contractor’s chief executive officer, chief
financial officer and chief operating officer; (3) any person who has an ownership of 20 percent or more in the contractor; (4)
any subcontractor listed in the bid or contract; and (35) any political committee sponsored or controlled by the contractor. Use
additional pages as necessary. , o ,

(1) Suzanne Korosec- Chair, Derek Denniston - Vice Chair, Anne Marie Cuneo- Secretary, John Pappas — Member,

 William Chamberlain — Member, Gregg Morris — Member, Jason Marks — Member
(2) Mark Maher - Chief Executive Officer, David Godfrey- Vice President of Operations and Planning, Tricia Kritzberg -
Controller

(3) None

(4) None

(5) None, WREGIS is a policy neutral organization

Contractor address:
155 North 400 West, Suite 200, Salt Lake City, UT §4103

Date that contract was approved: ' Amount of contract:
Tnitial cost $4,500/year depending on riumber of
transactions

Describe the nature of the contract that was approved:
A service contract for the purpose of documenting and tracking environmental attributes, such as renewable energy credits

Comments:

This contract was approved by (check applicable):
O the City elective officer(s) identified on this form

X- a board on which the City elective officer(s) serves __San Francisco Board of Supervisors ‘
Print Name of Board

[ the board of a state agency (Health Authority, Housing Authority Commission, Industrial Development Authority

Board, Parking Authority, Redevelopment Agency Commission, Relocation Appeals Board, Treasure Island l
Development Authority) on which an appointee of the City elective officer(s) identified on this form sits

Print Name of Board
Filer Information (Please print clearly.)
Name of filer: Angela Calvillo, Clerk of the Board Contact telephone number:
‘ : 415-554-5184
Address: ' City Hall, Room 244 | E-mail: » :
1 Dr. Carlton B. Goodlett P1., San Francisco, CA 94102 Board.of Supervisors@sfgov.org
Signature of City Elective Officer (if submitted by City elective officer) Date Signed

Signature of Board Secretary or Clerk (if submitted by Board Secretary or Clerk) Date Signed






