EDWIN M. LEE
MAYOR

OFFICE OF THE MAYOR
SAN FRANCISCO

September 14, 2015

‘The Honotable John K. Stewart

Presiding Judge

Superior Court of California, County of San Francisco
400 McAllister Street

San Francisco, CA 94102

Dear Judge Stewart:

Pursuant to Penal Code sections 933 and 933.05, the following is the official City and County of San
Francisco tesponse to the 2014-2015 Civil Grand Jury report, CleanPowerSE — At Long Last.

We want thank the Civil Grand Jury for its report on CleanPowerSF. Transitioning from fossil fuels to
renewable sources of power is an important component of out City’s climate action strategy and one that
the Mayor and San Francisco Public Utilities Commission (SFPUC) fully support.

At the beginning of the year, the Mayor worked with Board President Breed to call on the SFPUC to
develop a new version of CleanPowerSF, the City’s renewable energy alternative to PG&E. Since then, the
SFPUC has made great progress. The new version of CleanPowerSF will be greener and competitively
priced compared to PG&E, not rely on renewable energy credits, and create new job opportunities.

We have worked closely with President Breed and the Board of Supetvisors to enact legislation to quickly
move the program forward, SFPUC is on track to launch the first phase of CleanPowerSF in January 2016.
Most importantly, consumers can be confident that the new version of CleanPowerSE is a much improved

program that is affordable and delivering real renewable energy.

A detailed response from the Mayor’s Office and the San Francisco Public Utilities Commission to
the Civil Grand Juty’s findings and recommendations follows.

Sincerely,

FIAA 9%&/

A

Edwin M. Lee Hatlan Kelly
Mayor San Francisco Public Usilities Commission

1 DR. CARLTON B. GOODLETT PLACE, RooMm 200
SAN FRANCISCO, CALIFORNIA 84102-4681
TELEPHONE: (415) 554-6141
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Finding 1: CleanPowerSF will be a relatively small, low-risk program at startup, but must grow quickly to
mect the City’s timeline for reducing greenhouse gas emissions.

Disagree with finding, partially. The Mayor’s Office and the SFPUC agree that the program will be
telatively small and low-risk at startup. We disagree, however, with the Civil Grand Jury’s report that the
SFPUC use unbundled RECs to gtow CleanPowerSE. CleanPowerSE is designed to not rely on unbundled
RECs.

The long term success of the program, and thetefore, the ability of the program to achieve significant
greenhouse gas reductions, depends on offering consumers a product that is reltable, transparent, and
affordable. SFPUC has designed the program to offer such a product.

Furthermore, the City has a comptrehensive climate action strategy and is not solely depending on
CleanPowetSF to reach its targets and timelines. The City has reduced its greenhouse gas emissions by 23%
below 1990 levels while the City’s economy and population have grown. The City is on track to reach its
goal of reducing greenhouse gas emissions 25% below 1990 levels by 2017 and 40% by 2025. CleanPowerSF
is one of several strategies to achieve the City’s greenhouse gas reduction goals, including improving the
energy-efficiency of municipal, commercial and residential buildings, significantly increasing sustainable
modes of transportation like walking, biking, and transit, and achieving the City’s Zero Waste goal.

Recommendation 1; That CleanPowetSF be designed, first and foremost, to be ﬁnanmally viable and to
grow quickly without undue risk.

The recommendation has been implemented. CleanPowerSF is designed to be financially viable and to
grow quickly without undue risk.

'The Mayor’s Office and the SFPUC, however, reject the Civil Grand Jury’s suggestion that the program use
unbundled RECs as a tool to suppott the program’s growth and financial viability.

We believe purchasing unbundled RECs to claim non-renewable powet as renewable is not appropriate for
the City’s community choice aggregation program. Moreover, unlike the experience of Matin Clean Energy
recounted in the report, San Francisco is procuring supply for a CleanPowetSF program at a time when
electricity prices — including bundled renewables - are quite low, and projected to remain low. As a result,
San Francisco’s program at launch is expected to be affordable with bundled renewable supplies, avoiding
the arguments explained in the teport about the degraded quality of programs reliant upon unbundled
RECs.

CleanPowerSF is desighed to not rely on unbundled RECs. We believe that the program will grow more
quickly if consumets have the confidence that the renewable power procured and claimed by the program is
high quality renewable. We have made the policy decision to only launch the program if the affordability
goals can be met with bundled renewables supplying the program.

Finding 2: CleanPowetSE’s rates will be lower and mote affordable to all San Franciscans, if it is free to use
unbundled RECs as needed, and to provide less than 100% green power.

Disagtee with finding, partially, The Mayot’s Office and SFPUC agree with the finding that
CleanPowerSF “provide less than 100% green powet.” In January 2015, the Mayor asked for a program that
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included a default product with a higher renewable enetgy content than PG&E at a competitive price, and a
premium 100% renewable option. The SFPUC has designed CleanPowesSF accordingly.

Given today’s low electricity prices, we disagree that CleanPowerSF needs to use unbundled RECs to meet
affordability goal for its customers. And, as mentioned above, we believe the use of unbundled RECs is not
appropriate for CleanPowerSF.

Recommendation 2: That CleanPowerSF be free to use unbundled RECs, and to provide less than 100%
green powet, as needed to meet its goals of financial viability and eatly expansion.

The tecommendation will not be implemented. CleanPowerSF is designed to be financially viable
without using unbundled RECs. Moteovet, as previously stated, the Mayor’s Office and the SFPUC reject
the use of unbundled RECs for CleanPowerSF to meet its financial goals ot increase the growth of the
program. CleanPowerSF will be honest and transparent about the renewable content of the power itis
procuring for its customers.

Thete is a gtowing consensus against the use of unbundled RECs. In July 2015, the Board of Supetvisors
passed 8-0 an initiative ordinance including the following language:

“It is the City’s policy that the use of unbundled renewable energy credits for CleanPowerSF
customers shall be limited to the extent deemed feasible by the SFPUC, consistent with the goals of
the program.” (Italics added for emphasis)

As discussed above, however, the recommendation to include a renewable power option that is less than
100% has been implemented.

Finding 3: Local job creation, while desirable, is not the chief purpose of CleanPowerSF, and should not
cause further delay in implementing the program. .

Disagree with finding, partially. CleanPowetSF is a program designed to provide ratepayers with a
competitively priced renewable enetgy product that will help the City reduce its greenhouse gas emissions.
Local job cteation, however, is more than “desitable.” The Mayor expects local jobs to be created through
the implementation of the program and has requested a plan from the SFPUC, which is in the process of
cteating one.

Recommendation 3: That CleanPowetSE be designed to provide as many local jobs as it can, without
compromising its financial viability and potential for eatly expansion.

The recommendation has been implemented. CleanPowerSF is designed to provide as many jobs as it
can and add mote jobs with its growth.

Finding 4: There are ample resources of renewable power to support CleanPowerSF, including local
rooftop solat installations such as those funded through the GoSolarSF progtam.

Agree with finding.
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Recommendation 4: That SFPUC integrate the GoSolatSF program into CleanPowerSF to take advantage
of their complementary relationship.

The recommendation has not been implemented, but will be implemented in the future. The
CleanPowerSF program design envisions its customers will be able to access GoSolarSF incentives. The
amount of funding CleanPowetSF will contribute to GoSolatSF has not yet been determined.

Finding 5: Political discord has at times delayed implementation of CleanPowerSF.

Disagtee with finding, wholly. There have been delays to the implementation of CleanPowerSF due to
vigorous and substantive policy debates about the design of the program. We disagree with the Civil Grand
Jury’s chatacterization of the policy debate as “political discord.”

Today’s version of CleanPowetSF is a much improved program with a high likelihood of success and
minimal risk as a result of the policy debates. As cutrently designed, CleanPowerSF will offer a default
product that: is priced at or below PG&IL base rate; has more renewable energy content than PG&E
without using unbundled RECs; and is administered by the SFPUC. The SFPUC has designed a program
that provides its ratepayets with reliable and affordable power that is greener than PG&E.

Recommendation 5: That [ocal officials, including the Mayor, put the full weight of their offices behind
the success of the CleanPowerSF program.

The recommendation has been implemented. The Mayort, Board President Breed, San Francisco Board
of Supervisors, and the SFPUC have been working to ensure the success of CleanPowerSE.
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