File No. _ /7/'72 - Committee Item No.. QL
' - ‘Board Item No. /A

COMMITTEEIBOARD OF SUPERVISORS
AGENDA PACKET CONTENTS LIST

Cornmittee: Budqet & Finance Committee © Date December 13,2017
Board of Supervisors Meeting Date J@MA\'\( 9wl
Cmte Board | '
Motion
. Resolution
Ordinance

Legislative Digest

Budget and Legislative Analyst Report
Youth Commission Report
Introduction Form

Department/Agency Cover Letter and/or Report
NMou

Grant Information Form

Grant Budget

Subcontract Budget

Contract/Agreement

Form 126 — Ethics Commrssron
. Award Letter :

Application

P.ublic Correspondence

s
S N U

O
-
o
m
A

(Use back side if additional space is needed)

Pu Wl P&M P ww&-w‘chv

I
OOOCOOOOCOR

Completed by: | Linda Wong - Date December 8, 2017
Completed by:_Linda Wong ~ Date_[) @ pngnes | 3'_%17

. 335



—

ggﬁﬁﬁgom'\lcncn-l:-oar\)—xomoo\lcncn.poqm

AMENDED IN COMMITTEE
' 12/13/17
FILE NO. 171172 ORDINANCE NO.

[Authorizing Agreements - Purchase of Electricity and Related Products and Services for
CleanPowerSF - Public Utilities Commission]

Ordinance delegating authority under Charter, Sectioh 9.118, to the General Manager of
the Public Utilities Commission to enter into agreements with terms in excess df ten
years or requiring gxpénditures of $10,000,000 or more for power and related products
and services required to supply San Francisco’s community choice aggregation
program, CIeanPdwerSF, subject to specified conditions, as defined herein; ahd
authorizing deviations from c'er’gain otherwise applicable contract requir‘eme‘nts in the

Administrative Code and the Environment Code.

NOTE: Unchanged Code text and uncodified text are in plain Arial font.
Additions to Codes are in szn,qle underlzne ztalzcs Times New Roman font.
Deletions to Codes are in
Board amendment additions are in double underlmed Arial font.
Board amendment deletions are in
Asterisks (* * * *)indicate the omission of unchanged Code
subsections or parts of tables.

Be it ordained by the People of the City and County of San Francisco:

Section 1. Background.

(a)  State law allows cities and counties to'develop Community Choice Aggregation
(CCA) programs, through which local governments supply electricity to servé the needs of
participating customers within their jurisdictibns while the existing utility continues to provide
services such as customer billing, transmission, and distribution.

(b)  The City elected to implement a CCA program to provide San Francisco
residents and businesses the option to receive cleaner, more sustainable electricity at rates
comparable to PG&E’s rates. See Ordinance Nos. 86-04, 147-07, 232-09, 45-10, 200-12 and
78-14; and Resolution Nos. 348- 12, 331-13 and 75-15.
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(c) In May 2016, the San Francisco Public Utilities Commission (PUC) launched
San Francisco’é CCA program, CleanPowerSF, with initiall service to almost 8,000 accounts.
In November 2016, PUC expanded its service and CleanPowerSF now serves about 80,000
accounts. As required by State law for all CCAs, customers are given several opportunities to
opt out of CleanPowerSF service.

(d) CleanPoWerSF currently offers two levels of supply service: Green, the default
service taken by most customers, which contains 40% renewable energy; and SuperGreen, a
premium option selected by 3.94% of customers, which offers 100% renewable energy.

()  The goals of CleanPowerSF are to provide affordable and reliable electricity

services, cleaner energy alternatives advancing the City’s Greenhouse Gas reduction goals,

investment in local renewable energy projects and jobs, and long—term rate and financial
stability.

() Public and private utilitieé and energy suppliers use industry-standard pro forma
contracts to ensure the availability of essential services in a timely and cost-effective manner.
Using these agreements can help facilitate negotiations by focusing the parties on the
elements that are most likely to differ from one transaction to another: price, quantity, location,
and duration. These contracts provide standard terms and conditions that address common
issues, but allow parties to determine which provisions to include in a particular contract.

()  City law requires standard contract provisions to protect the City’s interests,
ensure accountability, and promote important social values. For the initial phase of
CleanPowerSF service, ih Ordinance Nos. 75-15 and 223-15, the Board of Supervisors
authorized the PUC to use certain pro forma contracts and deviate from certain otherwise
applicable contracting requirements, subject to speoified conditions. The Board also
delegated authority to the PUC General Manager to enter agreements with térms in excess of

ten years or requiring expenditures of $10,000,000 or more, subject to specified conditions.
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Section 2. Expansion of CleanPowerSF Service to San Francisco Customers.

State law requires cities that offer CCA service to offer service to all residential |
customérs; many CCA programs,‘ including CleanPowerSF, have added customers in phases
to mitigate financial and operational risk. The CleanPowerSF Phasing Policy (adopted in the
CleanPowerSF Business Practice Policies on December 8, 2015, by PUC Resolution 15-
0267) brovides that service will be offered to additional customers throughout San Francisco
in a manner that is financially prudént and operationally feasible. The PUC expects additional
phases of service to meet the following conditions: program rates are sufficient to cover
program costs and rates are projected to be at or below PG&E rates at the launch of each
phase; supply commitments are sufficient to meet new projected customer demand; staffing
and systems and/or qualified third party service providers can handle additional transactions
and customer account volumes; sufficient and reasonably priced credit, collateral and working
capital support is available; and required approvals have been obtained.

In May 2017 the PUC completed a study of the options for expanding CleanPowerSF
to offer service to all customers in San Francisqo. On May 9, 2017, the PUC Commission
adopted in a bublic meeting the goal of completing City-wide enrollment into CleanPowerSF
by Jﬁly 2019. The CleanPowerSF Growth Plan, Final Report, is on file with the Cl.erk of thé
Board of Supervisors in File No. 171172.

The PUC anticipates launching a large program expahsion' in 2018, with further
expansion to all customers in the City in 2019, élthough exact expansion dates will depend on
available power supply and program costs. To meet these aggressive implementation date
targets and secure the best pdssible prices and terms; PUC will need to negotiate a mix of

electricity contracts with multiple suppliers simultaneously in an expedited time frame.
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Section 3. Contracts Needed for CleanPowerSF Expansion.

(@  The electricity supplies needed to expand CleanPowerSF service throughout the
City will be obtained through a mix of long-term (10 to 25 years) and shorter term contracts.
To acquire the electricity products necessary to supply this program expansion anc’i meet the
program’s portfolio content goals and regulatory obligations, the PUC issued two Requests for |
Offers ("RFO”), one in June 2017 (described in subsection (1) below) and one in September
2017 (described in subsection (2) below). To ensure it had adequate credit support for these
p'urchases and other program requiréments, the PUC also issued an RFP for a bank credit
facility in July 2017 (described in subsection (3) below).

(1) OnJune 22, 2017, the PUC issued an RFO seeking bids for energy,
environmental attributes, and capacity from new or existing eligible renewable resources, for
contracts of up to 25 years in duration. A copy of the renewable energy RFO is on file with
the Clerk of the Board of Supervisors in File No. 171172, and is incorporated herein by
reference as though fully set forth. The PUC received more than 300 bids from 32 different
companies, for supplies from more than 70 differént projects, 83% of which are located in
California. Over 90% of the bids offered energy from new renewable resources. After the
evaluation team reviewed the bids to determine compliance with minimum qualifications and
criteria specified in the RFO, the PUC shortlisted two subsets of bidders for further
consideration and possible negotiations. For projects with initial contract delivery dates in
2018 or 2019, the selected bidders are 8minutenergy Renewable LLC; Avéngrid Renewables
LLC; Calpine Energy Services L.P.; E.ON Climate & Renéwables North America LLC; First
Solar; Frontier Renewable; FTP Power LLC, dba Sustainable Power Group (sPower); Morgan
Stanley Capital Group Inc.; NextEra Energy Resources Acquisitions LLC; Shell Energy North
America (US) L.P.; SunPower Corporation Systems; Terra-Gen LLC; Wadham Energy L.P.;

and Wivnd Wall Development LLC. For projects with initial contract delivery dates in 2020 or
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2021, the selected bidders are 8minutenergy Renewable LLC; E.ON Climate & Renewables _
North America, LLC; EDF Rénewable Devélopment, LLC; EDP Renewables North America
LLC; First Solar; Lendlease Energy Devellopment LLC; NextEra Energy Resources |
Acquisitions, LLC; NRG Renew, LLC; Sempra Renewables, LLC; and SunPower Corporation,
Systems.

The RFO invited Respohdents to submit proposals for comrﬁunity benefits to be
invested in San Francisco County and/or the cdunty in which the renewable project is or will
be located. Cofnmunity Benefits are-firm commitments on the part of the bidder to be
delivered to the community during the term of the contract in accordance with the SFPUC’s
20_11 Community Benefits Policy and 2009 Environmental Justice'. Policy, which directs the
SFPUC and its partner firms to beva good neighbor to all who are directly impacted by its
activities and investments. Community benefits must support non-profit or charitable activities
and may not go to, nor benefit, any employee of the SFPUC. The contractor may provide
community benefits in the form of a direct financial contribution, volunteer hours, in-kind
contributions, 6r a combination thereof. Community benefits are a “zero-dollar task,” meaning
no hours or dollars are allocated in the selected contractor’s costs under the bontract.

(2)  On September 12, 2017, the PUC issued an RFO seeking bids for
shaped energy, renewable energy, carbon—free energy, and capacity for contracts of up to
three years in length, with start dates as early as 2018 and as late as 2021. A copy of the
shaped energy RFO is on file with the Clerk of the Board of Supervisors in File No. 171172,
and is incorporated herein by reference as though fully set forth. These bids are not for
electricity produced by pre-specified projects; instead, the bidder provides a portfolio of
electricity supply from a variety of available éources responsive to the need the PUC
identified. The RFO excluded bids containing power purchased from coal or nuclear plants.

PUC received bids from five companies. After the evaluation team reviewed the bids to
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determine compliance with minimum qualifications and criteria specified in the RFO, the PUC
shortlisted five bidders for further consideration and possible negotiations. The selected
bidders are Calpine Energy Services L.P.; Constellation; Direct Energy Business l\/larketmg
LLC; Morgan Stanley Capital Group Inc.; and Shell Energy North America (U.S.) L.P.
(3) OnJuly 18, 2017, the PUC issued an RFP for a bank credit facility. A

copy of the bank RFO is on file with the Clerk of the Board of Supervisors in File No. 171172,
and is incorporated herein by reference as though fully set forth. After evaluating the
responses, PUC selected JPMorgan Chase Bank, N.A. (JPMorgan) for further discussions
and negotiations. PUC anticipates negoﬁating a credit agreement to provide liquidity support,
as ‘needed, for power purchases, regulatory requirements, and other financial obligations of
the program through letters of credit or loans. The credit agreement will have a maximum -
term of six years and a maximum credit commitment of $150 million.

(b) . Negotiation and Execution of Contracts. PUC expects to negotiate contracts
with one or more biddere for power and to make purchases under one or more of the

contracts after approvals and after final pricing. PUC anticipates that some purchases will be

made in early 2018, and additional purchases will be made over the next few years, through

expects to successfully conclude negotiations with JPMorgan for the bank credit facility, which
will is expected to be considered by the PUC Commission in a pﬁblic meeting in January 2018
2047. The General Manager will not execute any contrectsv unless conditions specified by the
PUC Commission have been satisfied, including.requirements for program rates. Final-
program rates will provide for program cost recovery including energy procurement and

administrative and financial costs of program implementation.
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(c) In a public meeting on November 14, 2017, the PUC Commission approved the

pool of qualified bidders for energy sugglg contracts and authorized the General Manager to
negotiate energy supply contracts with one or more of those bidders, and to execute one or
more contracts, subject to the following conditions:

(1) the total cost of the executed contracts is consistent with the rate setting |
methodology adopted by the‘ Commission in Resolution 15-0112;

(2) __the renewable energy supplied is from resources eligible to be counted ag

California Renewables Portfolio Standard Portfolio Content Category 1 or Portfolio Content
Category 2 resources; | |
- (3)  the counterparties to any contract must be creditworthy;
(4)  the total combined volume of power procured under contracts from the

two competitive solicitations shall not exceed 435 MW per year;

(5) the duration of any contract under the renewable eneray RFO shall not

exceed 25 years, and the duration of any contract under the shaped energy RFO shall not

exceed three years;

6 the total quantity of Resource Adequacy Capacity procured shall not
exceed the expected quantity established by state law and requlation for load of 435 MW per
year; and ' |

g?) the total cost of all energy suigglx contracts shall not exceed $175 million
per year. ‘ |
The Commission further determined it would review the expected costs of CCA service
and consider authorizing the General Manager to finalize the schedule of rates and charges
for the next expansion to additional customers; the contracts would not be effective until the
PUC has reviewed the CleanPowerSF risk assessment for the proposed portfolio of contracts

to be executed; and the General Ma_nager would report to fhe SFPUC on the final schedule of
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rates and charges prior to commencement of the opt-out process. See Resolution No. 17-

0226, which is on file with the Clerk of the Board of Supervisors in File No. 171172, and is

incorporated herein by reference as though fully set forth.

Section 4. Grant of Authority to Use Standard Power Contracts.

As approved in Ordinances 75-15 and 223-15, and for the reasons stated there in
addition to the reasons stated above, for purchases of power and related products a.nd
services necessary to provide CleanPowerSF service, the Board of Supervisors authorizes
the use of the following standardized contracts that deviate from the City’s contract fbrms.

| (@)  Western System Power Pool ("WSPP") Agfeement. The WSPP is a group of
more than 300 publicly—owned and private utilities, including Alameda Municipal Power, the
City of Palo Alto, the City of Roseville, the Sacramento Municipal Utility District, and Silicon
Valley Power, all of which operate publicly-owned utilities. The City, through PUC, is a
member of the WSPP. The WSPP has developed an agreement that sets forth standard
terms and conditions for the purchase and sale of power and related products and services.
A copy of the current WSPP agreement is on file with the Clerk of thé Board of Supervisors in
File No.171172, and is incorporated herein by reference as though fully set forth. The WSPP
agreement has been approved by the Federal Energy Regulatory Commission ("FERC").
The WSPP agreement is periodically updated and modified subject to the approval of FERC.
The Board of Supervisors authorized the use of the WSPP agreement for CleanPowerSF
purchases in Ordinance No. 75-15.

| (b)  The Edison Electric Institute (EEI) Master Agreement. The EEI, in collaboration
with more than 80 member utilities, power marketers, powergenerafors, and customér
representatives, developed an agreement that sets forth standard terms and conditions for the

purchase and sale of power and related products and services. The EEl agreement is
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| purchases. Each of these form agreements is on file with the Clerk of the Board of

long as such modifications, in the judgment of the General Manager and the City Attorney, do

updated as needed to reflect market changes. A copy of the current EE| agreement is on file |
with the Clerk of the Board of Supervisors in File No. 171172 and is incorporated herein by
reference as though fully set fdrth. The Board of Supervisors authorized the use of the EEI
agreement for CleanPowerSF purchases in Ordinance No. 75-15. |
(c)  City Pro forma Agreements. . In connection with the recent RFOs for power
supplies, the PUC has developed its own standardized contract forms for three differeht types
of energy supply, combining standard industry terms with key City requirements. Ordinance

No. 75-15 authorized the use of form agreements developed by APUC for CleanPowerSF-

Supervisors in File No. 171172 and is incorporated herein by reference as though fully set
forth: ‘

) Renewable Power Purchase Agreement (New Facility);

(2) Renewable Power Purchase Agreement (Existing Facility); and

(3)  Power Purchase and Sale Agreement.

(d) ~ The Board of Supervisors authoriz’es the use of the WSPP agreement and the

EEl agreement for the PUC’s purchase of power and related products and services,
notwithstanding that the terms of those agreements rhay deviate from the City’s standard

contract terms; the Board of Supervisors authorizes modifications to the form agreements S0

not materially decrease the City’s rights or materially increase its liabilities.

(e) - The Board of Supervisors approves the pro forma contracts developed by PUC
for the purchase of power and related products and services, notwithstanding that the terms of
those agreements may deviate from the City’s standard contract terms; the Board of

Supervisors authorizes modifications to the form agreements so long as such modifications, in
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- the judgment of the General Manager and the City Attorney, do not materially decrease the

City’s rights or materially increase its liabilities.

Section 5. Agreement for a Bank Credit Facility.

The Board of SupervisorS authorizes the General Manager, subject to the conditions in
Seétion 7, to enter an agreement for liquidity support with JPMorgan, or with another entity if
negotiations with JPMorgan do not result in an acceptable agreement. The General Manager |
may utilize the waivers in Section 6 below and rhay make modifications to the standard City
agreements so long as such modifications, in the judgment of the General Manager and the

City Attorney, do not materially decrease the City’s rights or materially increase its liabilities..

Section 6. Waiver of Certain Contract-Related Requirements in the.
Administrative Code and the Environment Code.

(@)  Where the General Manager finds and documents in writing both that the
transaction represents the best opportunity available to the City to obtain essential services
and products in a manner beneficial to'the City, and that it is not feasible to add all standard
City contract provisions to the agreement, the Board of Supervisors hereby grants waivers of
the following standard contract’provisions to the extent found necessary by the General
Manager, and finds such waivers to be reasonable and in the public interest::

(1) Implementing the MacBride Principles (Admin. Code Chapter 12F);
(2) - Increased participation by small and micro local businesses in City
contracts (Admin. Code Chapter 14B); |
- (3)  The competitive bidding requirement (Admin. Code Section'21_.1);

(4)  First source hiring requirements (Admin. Code Chapter 83); and

Supervisor Peskin
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A (5)  The tropical hardwood and virgin redwood ban (Environ. Code
Chapter 8).

(b)  Where the General Manager finds and documents in writing both fhat the
agreement represents the best opportunity available to the City to obtain essential services
and products in a manner beneficial to the City, and that it is not feasible to add all staﬁdard
City contract provisions to the agreement, the Board of Supervisors waives the requirement to|
include in the agreement references to the following City Code provisions to the extent fdund
necessary by the General Manager, and finds such WaiVers to be reasonable and in the public
interest:

(1) Public access to meeting and records of non-profit organizations (Admin.
Code Section 12L);
(2)  Sweatfree Contracting (Admin. Code Section 12U.4);
(3)  Food service waste reduction (Environ. Code Section 1605).
(c)  The waivers specified in this Section 6 shall apply only to contracts which

include language requiring compliance with all applicable federal, state, and local laws.

Section 7. Conditions on Contract Authority Granted in this Ordinance.

(@) The City's paymént obligations under these contracts for CleanPowerSF power
supply and bank credit facility to support CleanPowerSF expansion to offer service throughout |
San Francisco shall be special |fmited obligations of the City payable solely from the revenues
of CleanPowerSF. ‘

(b)  The total cost of the power supply contracts authorized by this ordinance, with
terms from one to twenty-five years, shall not exceed $175 million per year.

" (c)  The total credit commitment under the bank credit facility agreement shall not

exceed $150 million over the term of the agreement, which shall not exceed six years.
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(d)  The contracts shall be approved by the PUC acting through its Commiséion ina
public meeting. The Commission may delegate approval authority to the General Manager,
ISUbject to conditions specified by the Commission in a publib meéting.

(e)  All conditions established by the PUC shall be met, including but not limited to
requirements regarding program rates, program expansion, and electricity portfolio content.

(f) _ The PUC shall submit annual reports to the Board of Supervisors that include

annual Qrbgram costs, the rates bharged by the PUC to CleanPowerSF customers to recover

Section 8. Community Benefits in Renewable Power RFO.

The Board of Supervisors finds that the community benefits component of the RFO for
renewable energy supplies is reasonable and beneficial to the City and authorizes its inclusion
in contracts, where the General Manager deems feasible and appropriate, S0 long as the PUC

Commission finds, in a public meeting, that the community benefits compohent is reasonable

Section 9. Delegation of Authority Under Charter Section 9.118 to the PUC
General Manager. |
~ Pursuant to its authority under Charter Section 9.118, the Board of Supervisors
delegates to the PUC General Manager authority to purchase renewable and shaped energy
supplies and credit support for CleanPowerSF from bidders selected by competitive
solicitation as described above in Section 3 of this ordinance, using cohtracts with terms in
excess of ten years or requiring expenditures of ten million dollars or fnore including |

amendments to such agreements with an impact of greater than $500,000, so long as the - |
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contract term does not exceed 25 years, and subject to the conditions specified above.in

Section 7.

Section 10. Effective Date.

This ordinance shall become effective 30 days after énactment. Enactment occurs
when the Mayor signs the ordinance, the Mayor returns the ordinance unsigned or does not
sign the ordinance within 10 days of receiving it, or the Board of Supervisors overrides the

Mayor’s veto of the ordinance.

APPROVED AS TO FORM:
DENNIS J. HERRERA, City Attorney

By: (/WJ:WMK/’

THERESA L. MUELLER
Deputy City Attorney

n:\legana\as2017\1800213\01239891.docx
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AMENDED IN COMMITTEE
- 12113117
FILE NO. 171172 *

LEGISLATIVE DIGEST

[Authorizing Agreements for the Purchase of Electricity and Related Products and Servnces for
CleanPowerSF — Public Utilities Commission]

Ordinance delegating authority under Charter Section 9.118 to the General Manager of
the Public Utilities Commission to enter into agreements with terms in excess of ten
years or requiring expenditures of $10,000,000 or more for power and related products
and services required to supply San Francisco’s community choice aggregation-
program, CleanPowerSF, subject to specified conditions; and authorizing deviations

from certain otherwise applicable contract reqwrements in the Admmlstratlve Code
.and the Environment Code.

Section 9.118(b) of the Charter requires approval by the Board of Supervisors for agreements

with an expected term longer than.ten years or requiring expenditures of 10 million dollars or
more. ,

The San Francisco municipal codes contain many contracting requirements for the
procurement of goods and services. In certain instances, the Board of Supervisors may
exempt contracts from these requirements via ordinance.

Amendments to Current Law

This ordinance would not amend current law.

Authority Granted

This ordinance would grant approvals for PUC to purchase electricity and related products
and services for expanding CleanPowerSF service using agreements that deviate from the
City’s standard contracts. The ordinance would also allow the General Manager of the PUC
to waive certain City contracting requirements if it is not feasible to include those requirements
in these power contracts. The ordinance would also delegate the Board. of Supervisors’
authority under Charter section 9.118(b) to allow PUC to enter contracts that exceed ten years
in duration or cost $10 million or more.

The ordinance makes these approvals subject to several conditions, including the following:
the contracts were obtained through a competitive solicitation, the PUC Commission must
approve the contracts in a public meeting, and the contracts meet other conditions established

by the PUC Commission including those related to rates, renewable energy content, and
program expansion.

BOARD OF SUPERVISORS ' : _ Page 1
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| 12113117
FILE NO. 171172 |

Background Information

The City, acting through the San Francisco Public Utilities Commission (PUC), has
implemented -a program called CleanPowerSF. Under this program, the City provides
electricity to participating customers at prices similar to PG&E’s prices. PG&E continues to
deliver the energy. CleanPowerSF uses more renewable and greenhouse-gas free energy

than PG&E does. This program is authorized by state law. See, e.g., Public Utilities Code §
366.2.

The PUC first Iaunched CleanPowerSF service in 2016. To prepare for that initial launch, the
Board of Supervisors approved similar ordinances granting purchasing authority. See
Ordinance Nos. 75-15 and 223-15. CleanPowerSF currently has about 80,000 customers,
and intends to expand the program to offer service throughout all of San Francisco over the
next five years. The costs of CleanPowerSF contracts will be paid by revenues from the
customers participating in the program.

n:\legana\as2017\1800213\01230641.docx
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BUDGET AND FINANCE COMMITTEE MEETING . DECEMBER 13,2017

item 2 _ Department: .
File 17-1172 Public Utilities Commission (PUC)

EXECUTIVE SUMMARY

Legislative Objectives

The proposed ordinance authorizes the SFPUC General Manager to (1) enter into contracts of
$10,000,000 or more using standardized power contracts; (2) enter into an agreement for
credit and liquidity support with JPMorgan; and (3) waive standard contracting provisions
required by the City’s municipal codes, without further Board of Supervisors approval.

Key Points

e Through Community Choice Aggregation (CCA) programs, local governments are allowed
by state law to supply electricity to serve the needs of customers within their jurisdictions
while the existing private utility (PG&E in San Francisco) continues to provide various
services including billing, transmission, and distribution.

e San Francisco’s CCA program (“CleanPowerSF”) launched in 2016 and currently serves
about 80,000 customer accounts with either (1) default Green service with 40 percent
renewable energy content; or (2} optional premium SuperGreen service with 100 percent
renewable energy content. The next major auto-enrollment phase in July 2018 would add
approximately 150,000 customers. The final phase for full-scale citywide enrollment
would occur by July 2019 and would involve approximately 125,000 additional customers,
for a total of approximately 350,000 customer accounts. '

e To purchase electricity products to supply the program expansion, SFPUC issued two
Requests for Offers (RFO) in June 2017 and September. 2017. To ensure it had adequate
credit support for these purchases and other program requirements, SFPUC also issued a
Request for Proposals (RFP) for a bank credit facility in July 2017.

Fiscal Impact

o The revenues, expenses, assets and liabilities of CleanPowerSF are separate from the rest
of the Power Enterprise and SFPUC. CleanPowerSF program revenues and costs are
estimated to increase from $33.7 million in FY 2016-17 to $266.0 million in FY 2022-23.

e The total cost of the power supply contracts authorized under the proposed ordinance,
with terms from 1 to 25 years, will not exceed $175 million per year, based on SFPUC’s
estimate of the maximum amount required to be contracted to support citywide
enrollment in the CleanPowerSF program '

SAN FRANCISCO BOARD OF SUPERVISORS - : . BUDGET AND LEGISLATIVE ANALYST
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Policy Consideration

o According to officials at Marin Clean Energy and Silicon Valley Clean Energyl, short-term
(one- to two-year) power purchase agreements require a quick turnaround to execute the
contracts, sometimes within a few hours of receiving the draft contract from the supplier.

* Officials note that it is important to maintain the confidentiality of communications with
selected bidders who operate in a competitive market with multiple CCAs and large
utilities such as PG&E. To facilitate this process, both Marin Clean Energy and Silicon

- Valley Clean Energy receive prior approval from their governing bodies to (1) allow
executive staff to engage in negotiations for agreements over a certain dollar amount, and
(2) use pre-approved form contracts. Silicon Valley Clean Energy notes that, although their
governing board may grant permission to engage in negotiations for long-term (10- to 20-

. year) deals, each long-term contract must be approved by their board when negotiations

are completed. ‘

Recommendations

1. Amend the proposed ordinance to require the SFPUC to submit annual reports to the
Board of Supervisors that include annual program costs, the rates charged by SFPUC to
CleanPowerSF customers to recover costs, and comparison of CleanPowerSF rates to PG&E |
rates. '

2. Approval of the proposed ordinance, as amended, is a policy matter for the Board of
Supervisors because the proposed ordinance waives (1) standard contracting provisions
required by the City’s municipal codes, and (2) the Board of Supervisors authority under
Charter Section 9.118, authorizing the SFPUC to enter into contracts of $10,000,000 or
more without further Board of Supervisors approval.

! Marin Clean Energy and Silicon Valley Clean Energy are two of the six CCAs within PG&E service territory in
California. The other four are CIeanPowerSF Sonoma Clean Power, Peninsula Clean Energy, and Redwood Coast
Energy Authority.
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MANDATE STATEMENT

Section 9.118(b) of the City’s Charter requires approval by the Board of Supervisors for
contracts with an expected term longer than ten years or requiring expenditures of $10 million
or more.

BACKGROUND

Community Choice Aggregation

State law allows cities and counties to develop Community Choice Aggregation (CCA) programs,
“through which local governments supply. electricity to serve the needs of participating
customers within their jurisdictions while the existing private utility (PG&E in San Francnsco)
continues to provide various services including billing, transmission, and distribution.

State law requires local governm'en’cs that offer CCA service to serve all residential customers;
CCA programs, including San Francisco’s CCA program (“CleanPowerSF”), have added
customers in phases to mitigate financial and operational risk. According to the May 2017
CleanPowerSF Growth Plan, although 91 percent of electricity accounts in the City are
residential, ‘and therefore eligible for CleanPowerSF, residential accounts represent only 31
percent of total citywide energy usage. :

Previous CleanPowerSF Legislation

In May 2015, the Board of Supervisors authorized the San Francisco Public Utilities Cominission
(SFPUC) General Manager to use pro forma agreements to purchase and sell electricity to
operate the CleanPowerSF program without further Board of Supervisors approval (File No. 15-
0408; Ordinance No. 75-15). In December 2015, the Board of Supervisors authorized the SFPUC
General Manager to enter into agreements requiring expenditures of $10 million or more-for
electric power and related products and services'to'launch the initial phases of CleanPowerSF
(File No. 15'—1123; Ordinance No. 223-15).

CIeanPowerSF Launch

In December 2015, SFPUC Power Enterpnse staff presented a Business-Plan for the launch of
CleanPowerSF. The 2015 Business Plan laid out the initial schedule for growing CleanPowerSF
beyond the Phase | launch of 50 megawatts (MW) of average demand in 2016, with the
program growing by 118 to 125 MW blocks of average electricity demand in 2019, 2021, and
2022 until reaching full service of apprommately 350,000 customers and apprommately 400
MW of average electricity demand in 20222, as shown in Table 1 below.

% The Business Plan assumed an opt-out rate of 20 percent, which is higher than current expectations.
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Table 1: 2015 Business Plan Growth Projections (Average Demand in MW)
Additional Supply Cumulative Supply

Year (Mw) : (Mw)
12016 50 50
2019 . 118 B 168
2021 120 288
T2022 0 125 - 413 .

In May 2016, SFPUC launched CleanPowerSF with initial service to about 8,000 customer
accounts. In November 2016, SFPUC expanded CleanPowerSF service to about 80,000 customer
accounts. During: the initial phase, customers located within a certain geographic area were
automatically enrolled in the CleanPowerSF program and were given opportunities to opt-out
of participating in the program. ‘

Cl,eénPowe’rSF currently offers two level of supply service: (1) 'Green, the default service which
contains 40 percent renewable energy; and (2) SuperGreen, a premium option selected by
about 4 percent of customers which offers 100 percent renewable energy.

CleanPowerSF Growth Plan

In the May 2017 CleanPowerSF Growth Plan, CleanPowerSF staff recommend completing
citywide enroliment by the end of FY 2018-19%, or three years sooner than projected in the

" 2015 Business Plan. According to Mr. Michael Hyams, Director of CleanPowerSF, the 2015
Business .Plan timeline for enrollment was based on a self-funding approach with no access to
third-party lines of credit, whereas the 2017 Growth Plan will have credit support through the
bank credit facility discussed below. ‘

The next major auto-enrollment phase in July 2018 (Phase Il) would add approximately 150,000
customers and accommodate a total average electricity demand of 250 MW. The final phase for
full-scale citywide enrollment would occur by July 2019 (Full Scale} and would involve
approximately 125,000 additional customers, for a total of approximately 350,000 customer
accounts with average electricity demand of approximately 400 MW, as shown in Table 2°
below.

Table 2: 2017 Growth Plan Projections (Average Demand in MW)
Additional Supply Cumulative Supply

Year (MwW) (MWw)
2016 60 - .60

2018 190 250
2019 150 - 400

According to Mr. Hyams, SFPUC will need to execute approximately 8 to 10 contracts for
electricity supplies by March 2018 to support the Phase Il expansion in July 2018. Enrollment
notifications, which include information about renewable energy content and prices, would
need to be sent to customers by May 2018.

® Exact expansion dates will depend on available power supply and program costs.
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To purchase electricity products to supply the program expansion, SFPUC iissued two Requests
for Offers (RFO) in June 2017 and September 2017. To ensure it had adequate credit support
for these purchases and other program requirements, SFPUC also issued a' Request for
Proposals (RFP) for a bank credit facility in July 2017.

June 2017 Request for Offers

The June 22, 2017 RFO sought bids for energy, environmental attributes, and capacity from new
or. existing eligible renewable resources, for contracts up to 25 years in duration. SFPUC
received more than 300 bids from 32 companies for supblies-from 70 pkojeets, 83 percent of
which are located in California. Based on the minimum qualifications and criteria specified in
the RFO, SFPUC shortlisted two subsets of bidders for further consideration: (1) 14 bidders for
projects with initial contract delivery dates in 2018 or 2019; and (2) 10 bidders for projects with
initial contract delivery dates in 2020 and 2021. ' '

According to Mr. Hyams, the projects with delivery dates in 2018 or 2019 tend to be existing
renewable energy resources and the projects with delivery dates in 2020 or 2021 will be new
resources that have not yet been built. Therefore, although the new projects have delivery
dates that are a few years in the future, SFPUC needs to enter into commitments in the near

term for suppliers to secure the necessary financing to bring the projects online by the delivery
date.

September 2017 Request for Offers

The September 12, 2017 RFO sought bids for shaped energy”, renewable energy, carbon-free
energy, and capacity for contracts of up to 3 years in length with start dates as early as 2018
and as late as 2021. Rather than bids for electricity produced by specific projects (as is the case
for the June 2017 RFO), bidders provided a portfolio of electricity supply from a variety of
sources respons&ve to the need identified by SFPUC. The RFO excluded bids containing power
purchased from coal or nuclear plants: SFPUC received bids from five companies and shortlisted
five bidders for further consideration after reviewing bids for minimum qualifications and
criteria specified in the RFO.

July 2017 REP for a Bank Credit Facility

After issuing an RFP for a bank credit facility on July 18, 2017 and eveluating the three
responsive bids, SFPUC selected JPMorgan Chase Bank, N.A. (JPMorgan) for further
negotiations. SFPUC is currently negotiating a credit agreement in order .to (1) enter into fixed
price energy contracts with suppliers; (2) potentially refinance the Power Enterprise’s loan to

CleanPowerSF; (3) provide working capital to the program (if needed) and (4) replace exnstmg
standby letters of credit. -

DETAILS OF PROPOSED LEGISLATION

The proposed ordinance delegates authority to the SFPUC General Manager to enter into
agreements with terms in excess of 10 years or requiring expenditures of $10 million or more,

* Shaped energy may include non-renewable sources that are ihtermittently substituted for wind or solar
renewable sources due to the variability in wind and solar resources (i.e., weather, season, time of day).
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without further Board of .Supervisors approval, for power and related products and services

required to supply CleanPowerSF.
Authority Granted to SFPUC General Manager

The proposed ordinance authorizes the SFPUC General Manager to:

1. Use the following standardized power contracts that set forth standard terms and.

conditions for the purchase and sale of power and related products and services. These
contracts deviate from the City’s contract forms. The proposed ordinance authorizes
modifications® to the form agreements so long as such modifications, in the judgment of
the General Manager and the City Attorney, do not materially decrease the City’s rights
or materially increase its liabilities.

a. Western System Power Pool® Agreement approved by the Federal Energy
Regulatory Commiission (FERC) ‘
. Edison Electric Institute’ Master Agreement
c. Pro forma agreements developed by SFPUC for three types of energy supply,
combining standard industry terms with City requirements
‘I. Renewable Power Purchase Agreement (New Facility)
ii. Renewable Power Purchase Agreement (Existing Facility)
iii. Power Purchase and Sale Agreement

Enter into an agreement for credit and liquidity support with JPMorgan, or with another

entity if negotiations with JPMorgan do not result in an acceptable agreement. The
proposed ordinance authorizes (1) waiver of certain City contract-related requirements

in the Administrative Code and the Environment Code, and (2) modifications to the

standard City agreements so-long as such modifications, in the judgment of the General

Manage and the City Attorney, do not materiaily decrease the City’s rights or materially

increase its liabilities.

Waive the following standard contract and City code provisions, upon finding and
documenting in writing both that (1) the transaction/agreement represents the best
opportunity available to the City to obtain essential services and products in a manner
beneficial to the City, and (2) it is not feasible to add all standard City contract provisions
to the agreement.

a. ‘Implementing the MacBride Principles (Administrative Code Chapter 12F)
b. Increased participation by small and micro local businesses in City contracts
(Administrative Code Chapter 14B)

c. The competitive bidding requirement (Administrative Code Section 21.1)

* According to Mr. Hyarns-, the anticipated modifications to the standard agreements are incorporated in the pro

‘forma agreements on file with the Board of Supervisors {File No. 17-1172),

® SFPUC Is'a member of the Western System Power Pool, which is a group of more than 300 publicly-owned and
' prlvate utilities.

” Edison Electric Institute is the association that represents investor-owned electric companies in the U.S. They

developed the master agreement in collaboration with 80 member utilities, power marketers, and customer
representatives.
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d. First source hiring requirements (Administrative Code Chapter 83)

The tropical hardwood and virgin redwood ban (Environment Code Chapter 8)

f. Public access to meeting and records of non-profit organizations (Admlmstratlve
Code Section 12L)

g. Sweatfree Contracting (Administrative Code Section 12U.4)

h. Food service waste reduction (Environment Code Section 1605)

®

Conditions on Contract Authority

The proposed ordinance includes the following conditions on contract authonty delegated to
the SFPUC General Manager: :

1. Payment obligation under contracts for CIeanPoWerSF. power‘ supplyand bank éredit_
facility to support CleanPowerSF expansion will be payable solely from the revenues of
CleanPowerSF;

2. The total cost of the power supply contracts authorized under the proposed ordlnance
with terms from 1 to 25 years, will not exceed $175 mllllon per year;

3. The credit agreement will have a maximum term of 6 years and a maximum credit
commitment of $150 million;

4. The contracts will be approved by the SFPUC Commission in a public mééting, although
the SFPUC Commission may delegate approval authority to the General Manager,
subject to conditions specified by the Commission in a public meeting;

5. All conditions established by SFPUC, including but not limited to requirements regarding
program rates, program expansion, and electricity portfolio content, will be met.

FISCAL IMPACT

CleanPowerSF’'s 2015 Business Plan and Business Practice Policies established it as a financially-
independent entity within the SFPUC Power Enterprise, with separate ratepayersl. As a result,
revenues, expenses, assets and liabilities of CleanPowerSF are separate from the rest of the
Power Enterprise and SFPUC. The Power Enterprise provided limited financial backing, in the
form of an $8 million loan and securitization of letters: of credit, to support CleanPowerSF’s
launch. The expansion of the CleanPowerSF program will use third-party financing withoutx'any
further financing from the Power Enterprise®,

CleanPowerSF program revenues and costs are estimated to,increasle from $33.7 million in FY
2016-17 to $266.0 million in FY 2022-23 as shown in Table 3 below. According to Mr. Hyams,

these projections assume that excess revenues will be used to fund reserves until the reserve

target is met, which is expected to occur in FY 2021-22, at which time SFPUC will consider

options for handling excess revenues, such as réducing rates or purcha_sihg‘ a larger share of

locally-produced electricity, which is typically more expensive than non-local sources.

CleanPowerSF will continue its debt service payments to the Power Enterprlse on the estabhshed payment
schedule. -
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| Table 3: CIeanPdwérSF Projected Sources and Uses of Funds {millions of $)

F(Y:ci::; FYE 2018 FYE2019 FYE2020 FYE2021 FYE2022
SOURCES '
Green Sales Revenue | $33.5 $37.8 $127.1 $240.3 $251.5 $259.2
SuperGreen Sales Revenue - 0.4 0.5 18 52 - 6.9 8.1
Uncollectable Revenue (0.2} (0.2) (0.6) (1.2) (1.3) (1.3}
Total Sources o i $33.7 $38.0 $128.3 $244.3 $257.1 $266.0
USES ‘ ' '
Energy Supply - L $§22.6 $27.1 5946 $173.6 $§179.2 .$196.0
Operating Costs 5.7 8.2 179 . 244 240 = 247
Power Enterprise Loan Repayment .08 20 2.0 2.0 1.3 0.0
SuperGreen Programs/Projects 0.1 0.1 0.3 0.9 1.1 1.2
Surplus Cash for Reserves 4.5 06 135 43.4 51.6 44.1
Total Uses B . " $33.7 $38.0 $128.3 $244.3 $257.1 $266.0
Operating Reserve o $6.8 $7.1 $25.1 $46.1 . $45.4 $44.4
Contingency/ ' _
Rate Stabilization Reserve

4.8 5.1 0.5 23.0 40.1 41.5

"Note: May not add due to rounding error
Not-To-Exceed Contract Authority of $175 Million

The ‘total cost-of thé ,po'wér supply contracts authorized under the proposed ordinance, with
terms from 1 to 25 years, will not exceed $175 million per year. According to Mr. Hyams, the
$175 million ‘per year not-to-exceed amount is the SFPUC’s estimate of the maximum amount
required to be contracted to support citywide enrollment in the CleanPowerSF program, with a
buffer for higher than anticipated prices at the time of contract execution. According to Mr.
Hyams, although annual expenditures for energy supply are projected to exceed $175 million
by FY 2021-22, CleanPowerSF will “forward contract”® with suppliers at a maximum of
approximately 85 to 95 percent of future projected demand, which will likely maintain annual
contract authority below the $175 miilion limit. If CleanPowerSF needs to procure more supply
than would be provided by forward contracting, and the additional procurement would exceed

the $175.million  annual contractmg llmlt those contracts would be subject to Board of
Supervisors approval.

® Forwarding contracting involves committing to procure future supply equivalent to a portion of projected
demand. Forward contract amounts step down as delivery dates extend into the future, and step up as delivery
dates approach. For example, as of the date of this report, CleanPowerSF would seek to procure 95 percent of
pro;ected demand for 2018, 80 to 85 percent of projected demand for 2019, 70 percent of projected demand for
2020, and 30 to 40 percent of projected demand for the term years beyond 2020.
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POLICY CONSIDERATION

Citywide Enroliment Accelerated Since 2015 Business Plan

CleanPowerSF currently has 16 FTE staff and anticipates needing 32 FTE (or 16 additional FTEs)
staff for Phase Il implementation by July 2018, and a total of 54 FTE staff (or 38 additional FTEs)
for Full Scale implementation by luly 2019. According to Mr. Hyams, SFPUC has submitted
requests to the Department of Human Resources (DHR) and the Mayor’s Office to add new
Temporary positions for the implementation of Phase Il. As of December 5, 2017, SFPUC is
waiting for approval from DHR to recruit for and hire the positions. According to Mr. Hyams, to
support Phase Il enrollment activities and program operations post- enrollment the new staff
would ideally be added between February and May 2018.

As these positions have not yet been approved for hiring, it is uncertaln that CleanPowerSF will
have sufficient staffing to lmplement Phase Il by the accelerated target date of July 2018.

Waivers of Administrative Code and Environment Code Contract Prov:smns

The proposed ordinance delegates authority to the SFPUC General Manager to waive certain
standard contract and City code provisions, identified above. According to Mr. Michael Hyams,
Director of CleanPowerSF, the City’s standard contract terms identified in the proposed
ordinance are not standard electric industry terms and many energy sellers I"EJECt such
standard terms or will mark up the cost of the energy to account for what they may consider a
non-market condition and liability. In January 2016, the SFPUC General Manager waived these
standard contract and City code provisions pursuant to authority granted in Ordinance 75-15
for CleanPowerSF power purchase agreements. According to Mr. Hyams, if the General .
Manager decides to waive requirements.in the Administrative Code or the Environment Code,

the waiver will be documented by preparing a memo for the file, Wthh will be ‘a publlc
_document. L

Delegation of Contracting Authority to SFPUC General Manager

The proposed ordinance delegates the Board of Supervisors’ authority to enter into agreements
with terms in excess of 10 years or requiring expenditures of $10 million or more to the SFPUC
General Manager. Although the contracts will be approved by the SFPUC Commission in a
public meeting, the SFPUC Commission may delegate. approval authority to. the General
Manager, subject to conditions specified by the Commission in a public meeting. If the SFPUC
Commission delegates its approval authority to the General Manager, the terms of the power

purchase agreements may not be visible to the public prior to SFPUC entering into the
agreements. '

According to Mr. Hyams, SFPUC is $eeking the delegated authority for the long-term (greater
than 10 years in term) contracts because they are for new projects that require an executed
contract in advance of their initial contract delivery dates. These new renewable energy
projects secure their financing to build the project after a power purchase agreement is in place
with a buyer. In addition, SFPUC feels that it needs to act quickly to secure the best priced
renewable energy'in a market with limited supply and growing demand from other buyers of
renewable energy due to the formation of CCA programs in California: The SFPUC will need to
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contract with a number of these new projects under long-term contracts to (1) meet the City’s
renewable energy content goals for the program in 2019 and 2020 and (2) comply with the
State Renewable Portfolio Standard regulations, which require that CleanPowerSF recelve at
least 65 percent of its renewable energy from prOJects under a contract of at least 10 years

Practices of Other CCAs -

" According to officials at Marin Clean Energy and Silicon Valley Clean Energy™, short-term (one-
to two-year) power purchase agreements require a quick turnaround to execute the contracts,
sometimes within a few hours of receiving the draft contract from the supplier. Officials note
that it is important to maintain the confidentiality of communications ‘with selected bidders
who operate in a competitive market with multiple CCAs and large utilities such as PG&E. To
facilitate this process, -both Marin Clean Energy and Silicon Valley Clean Energy receive prior
approval from their governing bodies to (1) allow executive staff to engage in negotiations for
agreements over a certain dollar amount, and (2) use pre-approved form contracts. Silicon
Valley Clean Energy notes that, although their governing board may grant permission to engage
in negotiations for long- term (10- to 20-year) deals, each long-term contract must be approved
by their board when negotlatlons are completed.

Annual Reportmg to Board of Supervisors

Ordinances 75-15 and 223-15 required the SFPUC to submit annual reports to the Board of
Supervisors that include annual program costs, the rates charged by SFPUC to CleanPowerSF
customers to recover costs, and comparison of CleanPowerSF rates to PG&E rates. On
November 22, 2017, SFPUC submitted the FY 2016-17 report on the CleanPowerSF program
pursuant to Ordmance 223-15.

The proposed ordinance does not contain the requirement for SFPUC to submit annual reports
to the Board of Supervisors. Therefore, the proposed ordinance should be amended to require
the SFPUC to submit annual reports-to the Board of Supervisors that include annual program
costs, the rates charged by SFPUC to CleanPowerSF customers to recover costs, and comparison
of CleanPowerSF rates to PG&E rates. ‘

Summary

Because the proposed ordinance ‘waives (1) standard contracting provisions required by the
City’s municipal codes, and (2) the Board of Supervisors authority under Charter Section 9.118,
authorizing the SFPUC to enter into contracts longer than ten yours or in an amount of
$10,000,000 or more without further Board of Supervisors approval, approval of the proposed
ordinance is a policy matter for the Board -of Supervisors. As noted above, according to
interviews with an pfficia! at Silicon Valley Clean Energy, each long-term contract (10 to 20 year

™ The purpose of this requirement is to ensure that all retail sellers of electricity in California contribute to the

development of new renewable energy capacity, which normally requires’a long-term agreement to purchase
. future products from the seller.

*'Marin Clean Energy and Silicon Valley Clean Energy are two of the six CCAs within PG&E service territory in
California. The other four are CleanPowerSF, Sonoma Clean Power, Peninsula Clean Energy, and Redwood Coast
Energy Authority.
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contracts) entered into by Silicon Valley Clean Energy must be approved. by their board when
. contract negotiations are completed. ‘ :

RECOMMENDATIONS

1. Amend the proposed ordinance to require the SFPUC to submit annual reports to the
Board of Supervisors that include annual program costs, the rates charged by SFPUC to

CleanPowerSF customers to recover costs, and comparison of CleanPowerSF rates to
PG&E rates. ‘ '

2. Approval of the proposed ordinance, as amended, is a policy matter for the Board of

- Supervisors because the proposed ordinance waives (1) standard contracting provisions
required by the City’s municipal codes, and (2) the Board of Supervisors authority under
Charter Section 9.118, authorizing the SFPUC to enter into contracts of $10,000,000 or
more without further Board of Supervisors approval.
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Acronyms and Abbreivations

CARB California Air Resources Board
CARE California Alternate Rates for Energy
CalCCA California Community Choice Association
CEC : -California Energy Commission
CAISO California Independent System Operator
CPUC - California Public Utilities Commission
CCA Community Choice Aggregation
CRM . Customer Relationship Management
DA Direct Access
ERRA Energy Resource Recovery Account
ESP Energy Service Provider
FFS Franchise Fee Surcharge
FTE - Full Time Equivalent
GW Gigawatt
GRC General Rate Case
GHG Greenhouse Gas
IRP : Integrated Resource Plan
ITC Investment Tax Credit
[0]V] . Investor-owned Utility
- Kwh : Kilowatt Hour
LSE Load Serving Entity
MCE Marin Clean Energy
MwW Megawatt
MWh Megawatt Hour
MDMS Meter Data Management System
NEM Net Energy Metering
PG&E Pacific Gas and Electric
PCIA Power Charge Indifference Adjustment
PPA Power Purchase Agreement
PCC1 Product Content Category 1
PCC2 - Product Content Category 2
PCC3 Product Content Category 3
PGC Public Goods Charge
REC Renewable Energy Credit
RPS Renewable Portfolio Standard
RFO Request for Offers
RFP Request for Proposals
RA Resource Adequacy
SFPUC San Francisco Public Utilities Commission
Scp ’ Sonoma Clean Power
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/1.0 Introduction: Growth Plan Purpose an

' In December 2015, the San Francisco Public Utilities Commission (SFPUC) Power Enterprise staff
presented a Business Plan for the launch of CleanPowerSF. The 2015 Business Plan laid out the initial

' schedule (Figure 1) for growing CleanPowerSF beyond 2016’s planned Phase | launch of 50 MwW?,

shbwing CleanPowerSF growing in 100-125 MW blocks of average electricity demand until 'reaching full -

service of approximately 350,000 customers and 413 MW of average demand in 2022 (assuming a 20%
opt-out rate).?

Figure 1: Business Plan Growth Projection (Average Demand in MW)
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Guided by the Commission-adopted program goals® and Business Practice Policies (included as Appendix

A-1), CleanPowerSF launched service to approximately 7,800 customers in May 2016. A second large

auto-enrollment was conducted in November 2016, bringing the total Phase 1 active enrolled customers
to approximately 75,000. In this time the program has maintained an opt-out rate of about 3.2%, and

has attracted approximately 1,700 pre-enrollments and 2,350 upgrades to 100% renewable SuperGreen
service.

With the launch of Phase | completed in November, and in response to Commission and stakeholder
interest, SFPUC staff has turned its focus on planning for program growth to citywide service. The
purpose of thils Growth Plan is to determine the best options — consistent{ﬁvith program goals - for
expediting the expansion of CleanPowerSF service throughout the City and County of San Francisco.

! The Business Plan projected an average program annual demand after opt-out of 50 MW in 2016, but the
popularity of CleanPowerSF led to unexpectedly fow opt-out rates, resulting in an average demand of 60 MW.
2'The 2015 Business Plan assumed a 20% opt-out citywide, which is higher than current expectations.

? CleanPowerSF goals are: 1) Provide affordable and reliable service; 2) Develop an electricity portfolio that offers

San Franciscans cleaner energy alternatives; 3) Invest revenues in new local renewable projects and ]obs when
feasible and cost-effective; and 4) Provide for long-term rate and financial stability.
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Over the past several months, CleanPowerSF staff, supported by consultants and personnel across the
SFPUC, has conducted research and analysis to determine the feasibility and best approach to program
expansion. This work was divided up across a number of subject areas identified in Figure 2 below.

Figure 2: Growth Plan Approach
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To complete this work, CleanPowerSF staff:

e Reviewed CCA regulatory compliance and reporting obligations;

e Analyzed electricity usage and customers in the City to better understand the economics of
providing service;

¢ Analyzed electricity market price trends and the availability and pricing of renewable energy;

* Interviewed a number of power suppliers to better understand their interest in supplying the
program, their company’s approach to credit and what kinds of projects they had in their
development pipeline;

e Interviewed financial institutions to understand their interest in providing financial‘services to
CleanPowerSF and CCAs generally;

o Assessed the requirements to become operationally ready to serve more than 300,000
accounts;

* Examined the organizational structure and staffing of other operating CCAs, inclhding functions
they have prioritized for internal staffing versus.functions-they outsource; '

e Worked internally across the SFPUC to understand program scaling requirements and timelines

| for developing new systems to support greater operatiPnal independence; and

e Conducted analyses to understand the total financial requirements, risks and feasibility of
growth.

What follows in the sections below are staff’s recommendations for expanding CleanPowerSF service
citywide and detail regarding the findings of this research and analysis. A timeline for implementing
program expansion is provided at the end of this report.
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CleanPowerSF staff has developed the following recommendations on growth pace, processes, staffing .
and policies.

Enrolling all of the remaining electricity customers in San Francisco represénts a significant jump in the
number of accounts and energy demand to be served by CleanPowerSF (see Figures 3 and 4 below).
Citywide expansion will take the brogram from 75,000 accounts today to approximately 350,000
accounts at full scale {more than 4.5 times the number currently served, assuming a future -opt-out rate
of about 10%). It will also increase program revenues from approximately $38 million per year today to
$260 million per year at full scale (more than 6 times the amount of energy currently served). '

Figure 3: Customer Count Phase 1 to Citywide Figure 4: Program Energy Demand Phase 1 to Citywide
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Staff recommends completing citywide enrollment within two years, by the end of FY 2018-2019, with
the next major auto-enrollment phase to occur in May 2018. Staff has determined that May is a good
month for conducting auto-enrollment because residential customers’ electricity and natural gas usage
is lower during this time of year, making it less likely residential customers will mistake higher PG&E
energy bills with CleanPowerSF enroliment. The ex_&:ct timeline for achieving full enrollment will depend
on the results of staff’s efforts to secure financing, additional power 5upp!ies and the ability to meet
program phasing policy criteria (such as meeting or beating PG&E rates).

Just as.when CleanPowerSF launched in 2016, some of these elements can only be determined after
receiving bids for power supply (See Recommendation 2.3 below). Additionally, it is important to have -
as much certainty as pdssible regarding what PG&E rates will be for the enrollment period, especially
the Power Charge Indifference Adjustment (PCIA). The PCIA is reset on January 1* each year, so it is
prudent to conduct auto-enroliments with large numbers of customers after this date.
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Staff therefore believes that two years is a reasonable amount of time to conduct the necessary
procurement to serve citywide demand and acquire the staffing, consulting and other operating
resources necessary to successfully execute citywide service. This timeframe will provide CleanPowerSF
with some ﬂéxibility to manage power market price and supply risk?, and the lead time needed to add
staff and other resources to support growing operations.

The proposed two-year timeline is notably faster than the timeline presented in the 2015 Business Plan,
which projected completion of citywide auto-enroliment in 2022. Since CleanPowerSF is operating —
and growing — in a dynamic environment (including changing market conditions and regulatory
requirements), it is important that the SFPUC remain flexible in how it approaches program expansion.
As a risk management measure, the SFPUC should be willing to slow things down if market or regulatory

conditions do not warrant expansion; similarly, the SFPUC should consider speeding up expansion if
opportunities arise.

|

Photo 1: Shiloh Wind Farm (primary source for SuperGreen product)

* For example, by spreading the increments of power purchased to serve the entire city over a couple of years, the
program may be able to reduce the likelihood of short-term supply scarcity driving up power supply costs.
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Significant additional financial resources will be required to grow the CleanPowerSF program citywide.
Staff estimates that at full-scale, the credit requirements associated with program power supply could
be upwards of $60 million and fully funding the reserves (Operatmg Fund and Rate Stablllzatlon Fund)
will require as much as $80 million by 2021.

CleanPowerSF has been established as a financially separate entity within the SFPUC to provide financial

transparency to program stakeholders, suppliers, and the financial community and to protect the Power
Enterprise from undue financial risk. '

To support the financial requirements of program growth, staff proposes to issue a Request for
Proposals (RFP) for third party financial services by July 2017. A key purpose of this financial support will

" be to secure CleanPowerSF’s power purchase transactions. These services may include a variety of
financial instruments such as revolving letters of credit for power supply, or a term loan for working
capital. Staff plans to approach acquiring financial services in a manner that avoids any addmonal
financial support from the Power Enterprise.

The ability to offer CleanPowerSF service citywide — on any timeline — will depend on the availability of
cost-effective supplies of electricity that meet program goals. As a result, to support program service

expansion citywide, CleanPowerSF staff proposes to issue a Request for Offers (RFO) for power supplies
by July 2017. ‘ '

The proposed RFO will seek bids to serve the program’s projected demand at full scale. This will allow
staff to determine whether there is sufficient power supply at cost effective prices to expand and how
quickly service expansion can be completed. The solicitation will also seek bids from both operating and
new, or to-be-constructed, renewable energy blants. Ultimately, a goal of the program is to develop
new renewable energy resources. If the solicitation returns insufficient renewable energy from
operating projects, the program can focus on developing new projects to meet customer demand.
Future customer enrollments can then be synchromzed with the dates that new renewable energy
resources come on-line.

Based on research and disculssions with suppliers and project developers, staff believes tLat it is possible
to acquire the energy needed to significantly expand CleanPowerSF service next year. However, the
exact scale of growth will be dependent on the amount of cost-effective renewable and GHG-free
energy available in the market in the next 12-36 months. Due to the significant volume of renewable
energy that CleanPowerSF will be seeking to acquire, staff believes that it is prudent to see what the

renewable energy market can provide in the near-term before commlttmg to a specific enrollment
schedule.
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in December 2015, the Commission adopted a Portfolio Content Policy for the CleanPowerSF program
establishing a goal of providing 35% renewable energy content for the default Green product of at

. program launch. CleanPowerSF exceeded that goal in 2016 by delivering 40% renewable energy in its
Green product. Increasing San Francisco’s reliance on renewable energy, and eliminating greenhouse
gas emissions from the electricity supply serving San Francisco by 2030, is a City goal, and a goal of the
CleanPowerSF program.® Moreover, increasing the program’s renewable energy content, while
remaining competitively priced, is central to the program’s value proposition to customers.

To provide CIeaWPowerSF program with a portfolio content target that helps it maintain its competitive
position and provide value to San Francisco, staff recommends the SFPUC adopt a goal for the Green
product of 50% renewable energy content by 2020. Research conducted during this growth planning
process points to the likely availability of renewable energy supply in California to support this objective,
if action is taken immediately to begin engaging with the renewable energy suppliers. ,

® Board of Supervisors, “Greenhouse Gas Emissions Reduction” Resolution (158-02) and Ordinance 8108, San
Francisco Environmental Code § 902
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In addition to helping the City combat climate change, meeting the program’s renewable energy goal
will be the major driver of new clean energy job creation. Sourcing more renewable energy within
California will create jobs in the construction and operation of renewable power plants. Staff has
estimated 1,300 to 5,000 jobs may be created over the next 4 to 5 years to support CleanPowerSF’s
achievement of the proposed 50% by 2020 renewable energy goal.’ The ultimate number of jobs

created will depend on the amount of energy sourced from new versus operating renewable energy
plants.

Finally, to support all of the operating and customer service needs of the program, CleanPowerSF will
need to staff up. Citywide service will significantly increase CleanPowerSF’s power supply requirements,
and adding staff resources to procure and manage those contracts will be critical to success.

" In the near-term, staff proposeé focusing hiring on functions that are most immediately critical to the
success of the program:

. Enérgy Supply Portfolio Management
e Power Settlements

s Risk Management

e Regulatory and Legislative Affairs

¢ Account Management

o Customer Service

Staff has identified 14.5 full time equivalent (FTE) positions are needed immediately to support
additional customer enrollment in May 2018. The addition of these positions would bring total
CleanPowerSF-funded staff to 30 FTEs. Professional services contractors will also be needed to fill gaps
in the near and medium-term. ‘

Under this plan additional staff would be onboarded over the balance of the enroliment period, bringing
CleanPowerSF funded positions to an estimated 50-55 FTEs. This staffing projection is consistent with
MCE, the most mature CCA program operating in California, which has about 40-45 FTEs, and whose
program sales are a bit lower than what is expected for CleanPowerSF at fuil scale.

The CleanPowerSF program endeavors to offer cleaner electricity at stable rates that are affordable and
competitive with PG&E'’s electricity rates for comparable service. Additionally, CleanPowerSF is

_ ® This projection assumes 20-80% of CleanPowerSF’s renewable energy is sourced from newly constructed
renewable plants. :
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committed to ensuring that all members of the community, regardless of income, have the opportunity
to participate and receive the benefits of cleaner electricity service.

There are a number of options available to the City 'and the SFPUC to facilitate program participation
from low-income members of the community. Examples include, but are not limited to:

(1) prioritizing rate stabilization funds for qualifying low-income customers;

(2) allowing CleanPowerSF customers or private companies doing business with the SFPUC, as partofa
community benefits package, to donate to an “angel fund” to help low-income customers receive
cleaner energy with either CleanPowerSF's Green or SuperGreen service; and

(3) providing targeted energy efficiency services to low-income customers to help them reduce their
overall energy bills, making it easier for them to participate in CleanPowerSF.

Staff recommends working with stakeholders to identify and develop new initiatives that support low-
income participation in the CleanPowerSF program. Staff recommends this work be undertaken in FY
2017-2018 so that new programming and policies can be available by the time CleanPowerSF completes
citywide enroliment.

Photo 3: CleanPowerSF Net Energy Metering (NEM) Community Workshop
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The findings that led to these recommendations are detailed below, organized by research and analysis
conducted in the following areas:

¢ Customer Makeup & Demand

Operational Readiness
s  Power Supply & Markets

Regulatory and Legislative Affairs

¢ Financing Needs & Options

Pro Forma Financial Analysis

For the purpose of planning program growth and configuring enrollment phases, it is critical to
understand the potential energy demand.and characteristics of the full potential customer base to
be enrolled. Electricity usage in San Francisco varies by customers class, as do the rates PG&E
charges for generation service. This is important because the cost to serve different customer
classes varies, as does the revenue potential for CleanPowerSF, given the goal of offering
affordable and competitive rates compared to PG&E.

Figure 5 shows San Francisco’s total electricity consumption of more than 5 million megawatt-
hours (MWh) annually. ‘

Figure 5: Average MWh Usage (MWh, %)
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For purposes of this plan, CleanPowerSF's total potential customer base is the sum of the
customers currently enrolled (shown in the bright green pie slice), and customers currently
purchasing power generation through PG&E’s'bundled service (shown in the grey pie slice).
Together, these slices total approximately 4 million MWh annually - or about 460 MW of average
demand (i.e., before opt-out is calculated for future enrollment). .Customers already served hy
the SFPUC's Hetch Hetchy power are public power customers and are not eligible for
CleanPowerSF enroliment. Direct Access (DA) customers are eligible for CleanPowerSF, by
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statute, but auto-enrolling may not be the best strategy to attain them. DA customers receive
service under contract with third party Energy Service Providers (ESPs). Auto-enrolling these
customers could break their ESP supply contracts and may imperil their ability to return to DA
service, participation in which is capped and currently has a waiting Ii_st for new participants. The
CleanPowerSF team is proposing that DA customers be enrolled only at a customer’s request or
otherwise held out of the program’s auto-enrollment plans until all other eligible customers have
been enrolled.

3.1.1 CleanPowerSF Potential Customer Qverview

As shown in Figures 6 and 7 below, 91% of the City’s eligible CleanPowerSF accounts are

residential (green slices of the pie), but these accounts represent only 31% of the total citywide

energy usage. In contrast, commercial and industrial customers represent 9% of all accounts, but
-make up 68% of the total CleanPowerSF potential energy demand. '

Figure 6: Electricity Accounts Figure 7: Electricity Usage
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3.1.2 Comparing Customer Makeup with other Load Serving Entities

Identifying how the CleanPowerSF potential customer mix compares to the makeup of other load
serving entities (LSEs) is helpful in understanding the implications for program design and financial
performiance of adding more customers and potentially changing th(? customer class compaosition
of the program. ’

Figure 8 below shows that CleanPowerSF’s citywide potential customer composition and energy
sales vary somewhat from other entities in that its customer base is less residential and hasa .
higher percentage of commercial and industrial usage. CleanPowerSF’s citywide potential energy
sales vary slightly from CleanPowerSF current enrollment in that it is slightly less residential, and
significantly more industrial. A
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Figure 8: Customer Class Distribution by Load Serving Entity
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Under state law, a CCA must offer service to all residential customers in its service territory.
Figures 9 and 10 below show that CleanPowerSF is expecting an average annual use per
residential account of just over 3,700 kwWh in Phase 1 and 3,500 kWh once citywide residential
enroliment is compléte. On average, San Francisco residents use 35-55% less electricity than the

residential customers of the other o'peratihg CCAs, which feature average per-household
consumption of 5,300 to 7,900 kWh per year.

Figure 9 Energy Usage Per Account:
Residential Customers

Figure 10: Energy Usage Per Account:
All Customers
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While this is great news from an environmental sustainability perspective, it makes fixed costs a
higher portion of the per kilowatt-hour revenues, diminishing net revenue available for other
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_purposes (e.g., reserves, build-out, etc.). This is an important takeaway since non-residential
enrollment is optional — but this analysis shows that it is desirable. The counterpoint to this
takeaway is that non-residential customers carry with them more sales when they opt-out of the ‘
program, which can impose greater risk of revenue loss.

3.1.3 Customer Rate Analysis :

By analyzing data on the number of accounts, average per-account energy use by customer class,
and PG&E generation rates for CCA-eligible San Francisco electricity customers, staff evaluated

* the financial impacts to CleanPowerSF of enrolling different customer types.

Figure 11 below shows a high-level comparative analysis conducted using the CleanPowerSF
Phase 1 average Green Product rates by rate class. Each bar in the chart represents the average
geheration rate to a CleanPowerSF customer in the identified customer class (using rates in place
at the time of program launch on May 1, 2016). The first bar represents the average rate to all
customers currently served by CleanPowerSF. The variation across the classes seen below can be
explamed by (1) variation in PG&E’s PCIA charges across rate classes, (2} variation in rates by

- customer class, and (3) variation in costs by rate class due to fixed per—account costs. The PCiAis
included to show the total generation rate as seen by the customer.

Figure 11: Average Green Product Rate to Customer by Rate Class .
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Figure 11 indicates that there are financial benefits to mixing residential enroliment with
customer classes from which higher per kilowatt-hour revenues are expected- specifically, small
and medium commercial and to some degree large commercial classes. The above also suggests
that no single customer class poses a critical financial risk; rates recover costs for all classes.
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However, this could change in the future if CleanPowerSF must lower its generation rates to
remain competitive.

3.1.4 Customer Considerations for Program Qutreach and Communications

As CleanPowerSF plans future auto-enrollments, it will also be critical to consider how the
program will communicate with customers and whether outreach efficiencies might be gained.
From the perspectivé of communications and enroliment management:

> Organizing phases by geography rather than by customer class allows for more efficient
outreach. Combining residential and non-residential rollout in a District where possible
maximizes the value of advertisements/canvassing and simplify communications and
mailing efforts. 4

» Territories in which residents and businesses express the most favorable outlook on CCA
service and clean energy should be prioritized for auto-enrollment phases. This guidance
was considered in the selection of geographic areas to be included in Phase 1, and Phase 1
has achieved a lower-than-expected opt-out rate.

» Readiness to communicate in key languages may be a reason to advance or hold off on
enrolling a certain territory. CleanPowerSF is currently staffed for Spanish-speaking
outreach, but will need new staff resources for Chinese- speakmg outreach to serve
Chinatown in District 3, and Districts 1 and 4.

> CleanPowerSF should consider direct outreach to the largest customers. Large accounts
are unique; they require additional account management services, have a greater impact
on energy supply procurement planning, and may benefit from their own enroilment

“schedule. Due to their large energy usage, these accounts pose the greatest opt-out risk
to the program. As CleanPowerSF prepares for additional phases, staff recommends
delaying the auto-enrollment of the largest customers until staff canconduct separate
‘outreach to better understand their interest and likelihood to stay in the program.

3.1.5 California Alternate Rates for Enetgy (CARE) Customers

Approximately 13% of San Francisco’s electricity accounts are enrolled in the California Alternate
Rates for Energy (CARE) program. The CARE program offers discounted electricity service to
qualifying residential and commercial customers.” Customers enrolled in CleanPowerSF continue
to receive the same discount as PG&E bundled customers because it is applied to the distribution
portion of the electric bill.

Managing year-over-year changes in PG&E’s CCA exit fee (the Power Charge Indifference
Adjustment, or PCIA) can make it challenging to ensure that CARE customers pay no more for

- service with CleanPowerSF than they would with PG&E. For example, on January 1, 2017, PG&E
“increased the PCIA it charges to customers by 25% for residential customers (increasing the per-

7 For more information on the CARE‘program, see: hitp://www.cpuc.ca.gov/esap/
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kilowatt hour rate from 2.4 cents to 3 cents). Even though CleanPowerSF's rate did not change
over this time period, the increase in PG&E’s PCIA meant CleanPowerSF customers were paying
about 2% more on their total bills.® If CleanPowerSF were serving all CARE customers and wanted
to reduce rates to prevent CleanPowerSF service from costing more than PG&E bundled service, it

would have cost the program approximately $1 million per year to do so (assuming no further
change).

" To protect CARE customers from increased costs associated with PCIA increases mid-rate cycle,
the SFPUC can prioritize the use of its rate stabilization funds for CARE customers. The SFPUC can
also develop angel funds or other mechanisms that allow non-CARE customers in San Francisco to
contribute through an on-bill mechanism toward additional rate protection or discounts.

v A di.vefse customer mix is important: While costs and revenues vary across customer
classes, no customer class is expected to be uneconomic to serve at today’s rates and
operatmg costs. Enrollment of commetcial customers will help balance the narrower
margms (and higher per account fixed costs) expected of residential customers.

' ' v Enrolllng CARE customers may require additional rate protections: Prioritizing the
protection of CARE customers requires financial reserves — which may be reason to allow
time for reserve fund building and planning prior to auto-enrollment of CARE customers.

v Geographlc enrollment can provnde communications efficiencies and support customer
class diversity: Enrollment of customers by Supervisory District, rather than by rate class,
will provide outreach/commumcatlons efﬁc:encnes and will also help to balance revenues

by enrollmg a mix of customer classes

v Staff should engage in direct outreach to the largest commercial customers and DA
* customers prior to enrollment: Due to the significant amount of energy they use per
account, delaying enrollment of the largest commercial accounts until direct outreach can
be conducted is advisable. Customers on Direct Access should be treated similarly since
auto enrollment could affect their DA part|c1pat|on and €ligibility. Staff can continue to
support pre-enrollment of these accounts while it staffs up to conduct the more targeted
- outreach required for large commercial and DA accounts.

. 0on April 11th, the SFPUC adopted new rates for CleanPowerSF, making them lower than PG&E even after
accounting for PG&E’s PCIA and FFS charges. The SFPUC’s rate reduction, which goes into effect on July 1,
2017, ensures customers are paying no more for their electric service even after accounting for PG&E's
higher fees.
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CleanPowerSF Growth Plan (May 2017)

The CleanPowerSF Phasing Policy requires power supply to be sufficient to meet projected new
customer demand. Thus, to allow for citywide expansion, CleanPowerSF must develop an energy
supply portfolio to serve its full customer base while meeting its other goals, including
affordability and clean energy content. CleanPowerSF must determine the price and availability of
various renewable and other energy sources, and the legal and regulatory requirements for
energy supply as a load serving entity (LSE), in order to plan a supply portfolio and procurement
strategy that best serves its customers and meets its goals. '

La’l!’ -
o

B
) ‘gﬂﬂr‘

Photo 4: City Hall (powered by Hetch Hetchy Power) At Night

3.2.1 Product Content

For its May 2016 launch, the CleanPowerSF Product Content Policy set a target renewable content
for the default Green energy product of 35%. The Policy also set forth a goal of relying on Product
Content Category 1 (PCC 1) renewable resources to the extent that it is economically and
financially feasible — meaning that Renewable Energy Credits {RECs) purchased for the program

are "bundled" with their underlying electricty and delivered directly into a California electric

balancing éuthority area. As of the end of 2016, the Green product is 40% PCC 1 renewable and
76% GHG-free, exceeding the goals initially set. ’ '

CleanPowerSF is currently unigue among operating CCAs for supplyihg all its renewable energy to-
date through PCC 1-compliant renewable energy. It isimportant to note that these resources
come at a significant premium over other Product Content Categories (discussed further below).
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CleanPowerSF Growth Plan (May 2017)

For purposes of this growth plan, CleanPowerSF created a baseline projection of the program’s
default Green product renewable and GHG-free content minimum targets for the CleanPowerSF
supply portfolio (Figure 12). The annual targets are intended to achieve the power content
objectives:

e Maintain renewable content minimums that are at least 10% above a pro-rata of PG&E’s
state requirement of 50% renewable by 2030;

e Achieve a renewable content that is 50% renewable by 2020; and

e Reduce the GHG-emitting power content each year to achieve San Francisco’s goal of a
100% GHG-free electricity supply by 2030.

As Figure 12 indicates, the resulting renewable energy target is at least 70% by 2030. The
remaining 30% of the portfolio is assumed to be sourced from GHG-free hydroelectric or
additional renewable energy supplies.

Figure 12: Comparison of PG&E and CleanPowerSF Power Content Projection

& Renewable #GHG-Free (Hydro) = GHG-Free (Nuclear) & Conventional

100%
90%
80%
70%
60%
50%
40%
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0% .
PG&E* CleanPowerSF PG&E* CleanPowerSF PG&E* CleanPowerSF

*PG&E data interpolated using PG&E’s 2016 Form 10-K filing, California RPS targefs and Table 2-3 of PG&E’s Testimony in the Diablo
Canyon Application (A.16-08-006) :

3.2.2 Observations in the Wholesale Electricity Market

A review of California Independent System Operator (CAISO) wholesale electricity prices indicates
that, on average, prices have been on a decline in recent years. Current forward pricé curves
indicate that wholesale market prices are expected to stay in the $20—40 range over the next
couple of years. ' ‘ '
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CleanPowerSF Growth Plan (May 2017)

Figure 13: Historical and Forward Wholesale Energy Prices (CAISO NP15)
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Source: California 1SO OASIS (historical data) at: http://oasis.caiso.com/mrioasis/logon.do; ICE Reports {forward data) at:
https://www.theice.com/marketdata/reports

The decreasing price trend that can be observed in Figure 13 is attributable to a number of
factors, including: 1) significant amounts of new renewable energy capacity (mostly solar) coming
on-line in recent years, 2) historically low natural gas prices driving down the cost of natural gas-

fired electric generation, and 3) more hydroelectric supply in California in 2015 and 2016 than in
the previous two years.

As shown in Figure 13, there is also a seasonal trend to wholesale electric pricing. Generally
speaking, lower prices are found in spring (with hydroelectric resources coming on the market)
and higher prices in late summer due to higher statewide energy use. In 2016, this meant
‘wholesale prices trending primarily within $20-540/MWh in the day ahead market (at the NP-15
trading hub); however, more instances of negative pricing are occurring during certain hours of
the year due to the increasing amounts of variable renewable generation.

Low prices can mean it is a good time to be a buyer in the wholesale electricity market. Lower
wholesale prices medn cheaper energy for consumers and lower credit and collateral thresholds
for wholesale buyers, like CleanPowerSF. However, all else being equal, low wholesale prices can
also drive down retail generation rates and are a major contributor to an increasing Power Charge
Indifference Adjustment (PC!IA), as the resources in PG&E'’s portfolio become more experfxsive
relative to their market value. An increasing PCIA can greatly reduce the amount of revenues
CleanPowerSF may generate while remaining competitively priced vis-a-vis PG&E.
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CleanPowerSF Growth Plan (May 2017)

Pricing and Availability of Premium Products: California Renewables

As new CCAs come on-line and seek to serve their ratepayers with greater renewable energy
content, CleanPowerSF must consider whether this increased demand for renewable energy
products will challenge supply and drive prices upward.

Renewable supply tracking by the California Energy Commission (CEC) indicates that renewable .
energy supply has been exceeding the projected demand associated with RPS comp|iahce. As of
October 2016, CEC tracking shows that California is ahead of schedule for meeting the RPS
requirements. In-state renewable capacity has almost quadrupled between 2001 and 2016,
increasing from 6,800 MW to 23,600 MW over that time span. Furthermore, approximately

10,600 MW of new renewable capacity is currently permitted and either in construction or pre- -

construction. As one would expect, renewable energy production has also been on a rapid rise
over this time period as shown in Figure 14 below.

Figure 14: Renewable Energy Production in California 1983-2015
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Source: California Energy Commission, “Tracking Progress,” available at:
http://www.energy.ca.gov/renewables/tracking progress/#renewable

The renewable capacity growth figures noted above suggest that developers have scaled
renewable capacity quickly in response to rha_rket demands. Furthermore, CleanPowerSF staff
discussions with renewable energy developers indicate that significant additional capacity can be
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CleanPowerSF Growth Plan (May 2017).

developed. This has led to the conclusion that access to renewable energy supply sufficient to
meet CleanPowerSF’s ambitious goals is not an obstacle.

As noted above, CleanPowerSF’s Product Content Policy set forth a goal of relying on PCC 1
renewable resources, to the extent feasible. To date, CleanPowerSF has fulfilied this goal,
procuring its renewable energy using only PCC 1 products. However PCC 1 renewable energy

products come at a significant premium over other Product Content Categories (PCC 2 and PCC 3).
Some of this premium can be mitigated through careful supply portfolio planning that avoids the
need to purchase prior to compliance deadlines, when prices are highest (shown in Figure 15).

-Figuré 15: Spot Renewable Energy (REC) Prices (Historical and Future)
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Existing Renewables

Recent reports (as of October 2016) indicate that wholesale renewable energy resources in
Northern California total 6.9 gigawatts® (GW), or approximately 35% of the state’s total renewable

energy capacity. Of that, 3.0 GW, or about 14% of the state’s renewable capacity, is located in the
9-county Bay Area (See Table 1 below).*

Table 1: Comparison of Statewide, Northern California and Bay Area Renewable Resources

°A gigawatt is 1,000 megawatts and 1,000,000 kilowatts

1% 5ee the California Energy Commission, Tracking Progress — Renewable Energy, available at:
http://www.energy.ca.gov/renewables/tracking progress/documents/renewable.pdf

Technolo = - ;
8y / All California - Northern California | 9-County Bay Area
Fuel Type
| MW % MW % MW %
Biomass 1,328 6% 780 11% 63 2%
Geothermal 2,716 11% 1,998 27% 1,238 41%
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CleanPowerSF Growth Plan (May 2017)

Small Hydro 1,764 9% 1,261 17% | 3 <1%
Solar PV 8,171  39% 1,646  22% 141 - 5%
Solar Thermal 1,257 6% - 0% - 0%
Wind 6,053  29% 1,721  23% 1,593 52%
| % of statewide Total 100% 4 35% 14%

The types of available renewable energy vary by region as well; existing renewable capacity in the
9-county Bay Area is dominated by wind and geothermal (mostly the Geysers in Sonoma and wind
in Altamont Pass and Solano County). Areas of Northern California outside the Bay Area and
Southern Californiahave much greater concentrations of solar and small hydro resources.™

It is important to note that local renewables tend to come at a price premium over renewables
sourced from other parts of the state.> There are a number of reasons for this including, but not
limited to: 1) limited space in densely populated areas reduce the scale economies that can be
achieved, especially from solar; 2} higher property values increase project land costs; 3) higher
regional wages increase project labor costs; and 4) the renewable resource may be more
productive elsewhere (e.g., solar radiation is 22% better in Lancaster, California than in San
Francisco).” In addition, with the number of CCAs existing and forming in the Bay Area, and the
tendency for these CCAs to express a preference for local energy supply, one would expect
greater competition for limited supplies, which could drive up prices further. All of this suggests
that CleanPowerSF must have a flexible approach to sourcing its renewable energy supply,
balancing the potentially higher cost of local renewable energy sources against the lower cost of
renewable energy produced in other areas of the state.

3.2.3 Contract Credit and Collateral 4

Credit provisions are an important element of wholesale power purchase agreements, specifying
the agreed-upon protections against the risk of default by parties to the agreement. Credit
provisions for wholesale power contracts often include posting of collateral in the form of a letter
of credit, cash deposit, or other form of mutually agreed-upon security.

Securing energy éupply contracts can be a significant cost to a new CCA program that does not
have a credit rating. The cost of posting collateral was a constraint on the size of CleanPowerSF’s
Phase 1 launch, and is expected to be a factor in the pace of future growth.

" see MRW & Associates, “Technical Study for Community Choice Aggregation Program in Alameda
County,” available at: https://www.acgov.org/cda/planning/cca/documents/Feas-
TechAnalysisDRAFT5312016.pdf
"~ 2 For example, MRW & Associates recently estimated a 15% premium for solar projects located in Alameda
County
Average annual solar radiation is 5.27 kWh/m? /day at SFO International Airport and 6.44 kWh/m /day in
Lancaster, CA. See PVWatts Calculator at: http:// pvwatts nrel.gov/index.php
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t

Research indicates that as it grows, CleanPowerSF will likely find lower collateral requirements in
comparison to those encountered in the 2015-2016 supply contracting for Phase 1 and
anticipated in the 2015 Business Plan. This is due to many factors, including increased familiarity
of power suppliers with CCAs and a demonstrated CleanPowerSF track record.

The amount and form of collateral required of a CCA can vary based on the financial standing of

- the CCA and a number of other factors, described further in the Financing section below.
However, collateral requirements also tend to vary with contract type. Through conversations
with suppliers, staff has found that collateral requirements are typically greater for conventional
energy supply contracts that offer firmed or shaped energy, and/or additional ancillary energy
services, and may be minimal for long term contracts with developers of renewable resources.
Uitimately, collateral posting needs will tie to contract volume and length, making having a
narrow open position for an extended period of time (e.g., fixing a large part of supply for multiple
years) more costly from a supply financing perspective.

Photo 5: CleanPowerSF Billboard in District 5

3.2.4 Portfolio Management and Open Position

As CleanPowerSF grows from a 60 MW pragram to a 400+ MW program, its supply portfolio —and
associated contracting needs — will also grbw. The size of the program is not the only reason for
growing contracting needs; CleanPowerSF will seek to diversify its portfolio as it moves from
mostly short-term (3 years or-less) conventional and short-to-medium term (5 years or less)

renewable agreements, to long-term (10 year or more) renewable and local development
agreements. '
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CleanPowerSF Growth Plan (May 2017)

CleanPowerSF’s general approach to supply management is to diversify its supply portfolio across
suppliers, technologies, project size and location, price terms, and contract tenor. This diversified
procurement strategy will result in relatively fixed pricing for CleanPowerSF’s customers over the
short- and intermediate term. Such a portfolio structure is consistent with the stated preferences
of customers, who generally are averse to price volatility, even if prices are slightly higher on an
expécted value basis.

The following figure presents a stylized portfolio and hedging structure for a 10-year forward
projection of the CleanPowerSF supply portfolio (at full scale).

Figure 16: Stylized Resource Portfolio and Hedging Structure
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Figure 16 shows the resource types and the tenure of contracts that CleanPowerSF would secure
to meet its program supply content, regulatory requirements and rate objectives. The laddered

- portfolio structure reflects a forward contracting position of 95% of the upcoming year’s (Year 1)
supply requirements, minimizing CleanPowerSF’s exposure to short-term price volatility. In this
example, the forward commitment would step down to 85% of the supply requirement for Year 2,
70% for Year 3, and 33% for Years 4-10. Laddering contracts means that power will be procured
using staggered, multi-period contracts instead of through a single contract, or several contracts
that expire all at once, creating significant market exposure. It also means that CleanPowerSF will
conduct energy supply procurements each year to fill future open positions. This type of supply
portfolio structure is common ﬂn deregulated electricity markets and is consistent with whalt
CleanPowerSF staff have observed as a best practice among other operating CCA programs.

Expected Number of Contracts ‘ ‘

Based on market research and studies previously conducted by the SFPUC on renewable energy
potential in San Francisco and SFPUC properties, it is expected that renewable energy projects
developed locally will be smaller in scale than projects developed elsewhere in California. The
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program’s goal to spur local renewable energy development combined with the smaller expected'
size of local projects will likely result in a greater number of contracts required to supply the
program. As noted earlier, CleanPowerSF will also seek to diversify across technologies,
geography, and suppliers to manage risk, further increasing the potential number of supply
contracts it may execute. '

To illustrate the number of supply contracts CleanPowerSF may execute as the program grows,
Figure 17 shows a breakdown of MCE supply contracts by contract status (active, in development,
closing). '

Figure 17: Number of Energy Supply Contracts

# Active % In Development & Closing/Closed

MCE CleanPowerSF CleanPowerSF Full Scale
(Current) (Projected)

Drawing from MCE’s 2015 IRP update and recent press releases, CleanPowerSF identified 28
contracts that are either active, negotiated/in development, or closed/closing that MCE is using to
serve the approximately 365 MW of average demand of its 255,000 customers. If CleanPowerSF
were to similarly contract for its total projected load of 400+ MW, the program could expect to
have a total of 19 active/producing contracts, another 9 contracts negotiated/under construction,
and another 3 closing at any given time. This number may ultimately be higher or lower
depending on the number of contracts CleanPowerSF executes with small-scale projects (e.g.,
feed-in tariff). ' A

Assigning sufficient staffing resources to energy supply contracting and portfolio management will
be critical, as will bg the development of a regular Integrated Resource Plan (IRIT) process
(underway now and expected in summer 2017).
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Photo 6: CleanPowerSF at Earth Day SF 2017

3.2.5 Spurring Local Development :

CleanPowerSF is committed to investing in the creation of new, preferably local renewable
generating capacity and prbmoting demand-side efforts, including energy efficiency and
conservation prégrams.

Supply-Side Local Development

A number of options exist to spur the development of local renewable ene'rgy supply, including
Feed in Tariff programs, Communityv Solar programs, and larger-scale development of local
resources through utility-led build out and/or power purchase agreements (PPAs). CleanPowerSF
is working on a Feed in Tariff program, exploring the feasibility of developing a community solar
program, and plans to develop additional discrete projects (such as on SFPUC property at Sunol or
Tesla), once additional staff resources to develop and administer these programs are available.
Due to {heir cost-effectiveness, CleanPowerSF anticipates most imrﬁ_ediately seeking PPAs for
new, local and renewable energy resources in its upcoming energy procurements.

Demand-Side Local Development

CleanPowerSF staff plan to develop demand-side program offerings following completion of .
citywide enrollment, further stakeholder engagement, and the identification of funding sources.
One potential external source of funding (i.e., non generation revenue) for energy efficiency and
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demand response programming is public goods charge (PGC) funds collected from all ratepayers
and overseen by the California Public Utilities Commission (CPUC). Only one CCA, MCE, has
applied for and successfully leveraged energy efficiency PGC funding to date, and it has borne
substantial program design restrictions and administrative costs from the CPUC’s evaluation,
monitoring, and verification requirements (which were created for I0Us). CleanPowerSF will
continue to plan for demand-side programs and explore sources of funding.

3.2.5 New Renewable Energy Supply Will Drive New Job Creation _
~ The major driver of job creation for the CleanPowerSF program, at least initially, will be sourcing
more renewable energy within California. These new renewable energy jobs will come from the
construction and operation of renewable power plants. ’

USing the National Renewable Energy Laboratory’s Jobs and Economic Development Impact (JEDI)
model, staff has estimated that 1,300 to 5,000 jobs may be created over the next 4 to 5 years to
support CleanPowerSF's achievement of 50% renewable energy content in its Green product.™
Findings from this analysis are summarized in Table 2

Table 2: Job Creation Estimates from Renewable Energy Project Development

Constructlon Jobs Plant Operatlons Total ]obs

“Low. . | High - Low -| High | ‘Low ‘| High
Phase 115 165 660 6 22 170 682
Full Scalets - - | ‘1320 | 5281 | 45" | 181 | ‘1,365 | ‘5462

This job creation range is dependent on the amount of renewable energy supply being sourced
from newly constructed renewable power plants. The projection assumes 20-80% of
CleanPowerSF's renewable energy supply comes from newly constructed renewable plants. The
number of jobs ultimately created will depend on the amount of energy is sourced from new
versus operating renewable energy plants. »

CleanPowerSF can likely create more clean energy jobs through additional programing, but these
jobs are difficult to quantify at this time. The CleanPowerSF team will report on job creation

estimates as |t brings proposals for new service and program initiatives to the Commission for
approval.

“This projection assumes 20-80% of CleanPowerSF’s renewatlle energy requirement is sourced from newly
constructed renewable plants. -

' Job estimates for Phase 1 assume that on the low end the program builds new projects to serve 20% of its
forecasted renewable energy requirement (19 MW of new renewable capacity) and on the high end 80% of
its forecasted renewable energy requirement (76 MW of new renewable capacity).

18 Job estimates for Full Scale assume that on the low end the program builds new projects to serve 20% of
its forecasted renewable energy requirement (140 MW of new renewable capacity) and on the high end
-80% of its forecasted renewable energy requirement (560 MW of new renewable capacity).
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v Energy market findings: Energy prices are stable, and have lowered slightly over the past few
years. Data show that the renewable and other energy products that CleanPowerSF may seek
for growth are available at reasonable prices, but a solicitation is required to determine the
scale and cost of supplies required for citywide service.

v" Procure aware of compliance deadlines: Historical and forward price curves for renewable
energy indicate that prices increase during the final year of state RPS compliance periods.
2017 is the first year of a new compliance period, making it a good time to buy in the market
as prices will likely increase towards the end of the current compliance period (2020).

v’ Prioritizing Bucket 1 renewables: To date CleanPowerSF has purchased only PCC 1 and no PCC
2 or PCC 3 renewable products. CleanPowerSF continues to prioritize PCC 1 over other
renewable energy product types, at a cost of two to three times the cost of PCC2 and ten to
twenty times the cost of PCC 3 products. Given CleanPowerSF’s multiple goals, it may be
prudent to maintain the option to procure PCC-2 as a means of increasing renewable content
to support program growth while also achieving ratepayer affordability. PCC 2 resources
could be used as a bridge to maintain desired renewable energy content until new California
or Bay Area projects can be constructed to serve C|e3nPoWerSF load.

v Local development: CleanPowerSF local development goals can be supported in the near-
term through new long-term local renewable PPAs continuing development of CleanPowerSF’s
Feed-in-Tariff program. Additional staffing resources will allow CleanPowerSF to explore and
pursue additional development paths such as utility-led community renewables.

v" New jobs will be creaied' Meeting the program’s renewable energy goals will be the major
driver of new job creatlon The jobs created from sourcing more renewable energy within
California will come from the construction and operation of renewable power plants. Staff has’
est|mated 1,300 to 5,000 jobs may be created over the next 4 to 5 years to support the

~~ CleanPowerSF’s achievement of the proposed 50% renewable energy goal. The ultlmate
number of jobs created will depend on the amount of energy is sourced from new versus
operating renewable energy plants.

v Credit and collateral constramts Supply contract collateral and financing requirements can
vary by product and supplier. In general firmed and shaped contracts from more conventional
suppliers require significantly more collateral than long term renewable PPAs, which may
require very little or no collateral. Collateral needs tie to contract volume and length, making a
narrow open position more costly from a supply financing perspective.

v"  Risk management requires portfolio management: Contract diversification and active
portfolio management will be critical to program success (and successful growth). Research
points to the use of short-term conventional contracts and long-term renewable PPAs — the
latter of which may be with unrated developers, making diversification valuable as a risk
mitigation strategy. Assigning appropfiate expertise and bandwidth for portfolio management
will be critical, as will be the development of a strong Integrated Resource Plan (IRP)

. (underway and to be completed summer 2017). ’ ‘

v’ Administrative efficiency in supply contracting is critical to achieve competitive pricing: The
SFPUC miust continuously work to improve power contracting practices to allow the Power
Enterprise to respond to favorable market opportunities in a timely manner. Continuing to
standardize coritracting documents, procedures and supporting systems will support this goal.

San Francisco

A Water B
(&% power | CleanPawarSF

Sewer Same Service « Qeaner Energy
Sarvices of the San Francisco
Public Utiities Cornmission

392

26



CleanPowerSF Growth Plan (May 2017)

CleanPowerSF’s growth will rely on the ability to access cost-effective financing for liquidity for
basic pro'gram operations as well as collateral for power supply purchases. The availability, cost -
and terms of financing for program expansion are core considerations of the CleanPowerSF
growth plan.

‘ Financing for CCA activities is a rapidly evolving market. SFPUC staff, in partnership with financial
consultant Clean Energy Capital, have gathered information on the state of CCA operations and
supply purchase collateral financing through outreach with financial institutions, power suppliers,
and the power purchasing staff at other CCAs.

3.3.1 Credit Availability

The research conducted by CleanPowerSF over the past several months suggest credit is available, .
potentially with limited or no recourse to the Power Enterprise. However, parties still have
different views on CCA credit, based principally on varying views of CCA program risk.

Through this research staff has learned that financing costs and collateral requirements can be
influenced by a number of factors, including:

* Financial stability and track record: Demonstration that CleanPowetSF’s performance is
meeting financial projections and plans can provide confidence to suppliers and financial
partners. The longer the track-record with this type of performance, the greater the value.

e Cashon hand: A number of suppliers have been willing to remove collatera!l or dedicated
reserve requirements if a CCA’s financials show liquidity and strong net position.

¢ Customer retention: Low opt-out rates provide financial and power supply entities with a
sense of security that revenues are stable and will continue to come in.-

¢ Financial transparency: All suppliers and financing entities have mentioned the value of
transparency. Specifically, the provision of monthly financial statements (unaudited) by
CCAs such as MCE and SCP have supported successful negotiations with lenders and
suppliers.

e Establishment of a lockbox: having a financial institution and/or supplier(s) party to a
lockbox that receives 10U-delivered customer revenues has been stated as desirable by
some, but not all, financial and power supply parties.

Based on this research and the program's current financial Standing, staff estimates that .
CleanPowerSF could currently access sufficient credit to support supply transactions of
approximately 200 MW. This assumes that the supply portfolio is composed of a mix of shorter
term conventional and longer term renewable contracts similar to other operating CCAs.
Ultimately, the desirability of the available credit will need to be reviewed through a more formal
process, such as a Request for Proposals (RFP).
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Because the exact financing needs will depend on the needs and terms of CleanPowerSF’s
intended supply contracts, CleanPowerSF staff anticipates that financing options would most
opportunely be assessed through an RFP process held in parallel with an energy supply Request
for Offers (RFO) process. CleanPowerSF and SFPUC Business Services staff are in the process of
preparing this upcoming financing RFP.

Photo 7: Davies Symphony Hall Solar Panel Installation

3.3.2 Considering a Lockbox

As CleanPowerSF considers tools and methods to optimize its collateral and credit terms, staff has
reviewed the possibility of setting up a lockbox. A lockbox is a financial arrangement in which a
third-party financial institution, or trustee, maintains a set of accounts on behalf of a CCA entity.
The CCA entity assigns the trustee its rfght to receive revenues from power sales, and the utility
responsible for billing customers (PG&E) pays the trustee directly. The trustee applies the
revenues it receives in accordance with a pre-defined waterfall of priorities. In a sing‘le—party lock-
box, the first priority is payment of monies due to a single power supplier, typically the full-
requirements power supplier selected by the CCA entity. In a multi-party lock-box, multiple power
suppliers (and potentially financial mstltutlons) designated by Jhe CCA entity share this first-
priority position.

As used in-the CCA sector, the lockbox has two primary functions. The first is to establish a
priority of payments ,that'gra'nts designated creditors (such as the full-requirements powér
supplier) a senior position; the second is to empower a third-party financial institution to
administer the established priority of payments. Discussions with suppliers and financing entities
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revealed that the transparency and the effective one month'’s reserves provided by the lockbox
flow of payments are also attractive to some participants. In general, conventional suppliers and
financial institutions were more likely to see value in or strongly recommend using a lockbox.
Some conventional suppliers and renewable developers expressed ambivalence to a lockbox with
a preference for more traditional forms of security such as cash posting, prepayment, or letters of
credit.

Unique among CCAs, CleanPowerSF has not implemented a lockbox and instead collects and
disburses funds as an internal administrative function. Research shows that CCA experience with
utilization of a lockbox is mixed. Some CCA representatives found the lockbox burdensome and
costly to administer (primarily citing legal fees for managing modifications for multi-party use);
some also cited challenges of supplier unease and cash flow restrictions.  However, most found
use of a lockbox valuable for the purpose of lowering collateral and credit requirements, in
particular in the early stages of that CCA’s establishment and before the existence of a financial
track record. '

3.3.3 Options for Financial Independence and Credit Rating Development

Per CleanPowerSF’s 2015 Business Plan and Business Practice Policies, CleanPowerSF has been
established as a financially-independent entity within the SFPUC Power Enterprise, with separate
and defined ratepayers. This means the revenues, expenses, assets and liabilities of
CleanPowerSF remain separate from the rest of the Power Enterprise and SFPUC. Financial
independence allows CIeahPowerSF revenues and expenditures to be excluded from the Power
Enterprise bondholder pledge, and also sets CleanPowerSF on a path to establishing a clear
financial track record (and eventual independent credit rating) to support favorable negotiations
with financial institutions and energy suppliers.

However, the Power Enterprise has provided limited financial backing to support CleanPowerSF’s
launch, in the form of an $8 million loan and securitization of letters of credit. Given the
projections of credit availability discussed above, CleanPowerSF will be seeking to grow its
program using third party financing and without using any further recourse to the Power
Enterprise, while continuing its debt service payments to the Power Enterprise on the established
payment schedule. Ultimately, the feasibility of implementing this strategy will be confirmed by
the financing RFP and energy supply RFO processes, which will clarify the cost and amount of
credit that will be required. ’

3.3.4 Valuing Reserves |
Fully funding program reserves is a critical strategy for maintaining strong prbgram operations, as
well as CleanPowerSF's ability to deliver on its goals of rate affordability, reliability and stability.
Per its Business Practice Policies, CleanPowerSF is dedicating a portion of its net revenue to
reserves with the goal of growing operating reserves equal to 3 months of operating expenses}
and rate stabilization reserves of 15% of total annual revenues, in three years. Rate stabilization
reserves will be a particularly critical tool to mitigate external risks factors (e.g., changes in the
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PCIA or PG&E generation rate) affecting CleanPowerSF’s affordability and competitiveness on a

total-bill basis. As noted earlier, reserves will also be particularly important for the rate protection
of CARE customers.

In a survey of suppliers, financial institutions and CCAs, CleanPowerSF staff found that reserves
are a key piece of supplier/financier review of a CCA’s financial suitability, which may help lower
financing burdens and/or reduce or waive collateral requirements. A survey of the reserve policies
of other CCAs has revealed that other CCAs have set similar reserve ’ca'rgets.17

v Availability and cost of credit: Financial institutions have expressed interest in providing
credit support to CIeanPowerSF at a scale that would support srgmfrcant growth in program
demand {likely up to 200 MW). However, the availability and cost of this credit must be

_determined through a Request for Proposals process, which would be most productive if
conducted in parallel with an energy supply Request for Offers.

v Financial best practlces CleanPowerSF should con5|der taking actions-to make itself a.

‘ deswable counterparty to energy suppliers and financial institutions — such as offering
transparency in monthly financials, Building a strong net position and program reserves, and
demonstratmg how program performance allgns with projections —in order to reduce

fmancmg costs and ultimately build a path to flnanual independence and a CleanPowerSF
credit rating.

v" Lockbox as a potential strategic tool: The lockbox payment structure is an option for securing
power purchases if third party credit support solicited through the proposed financing RFP is
insufficient or too costly. While the lockbox is a proven means of securing CCA power supply
transactions and may lower the cost of financing, these benefits should be weighed against
the admlmstratlve costs and other potentiaily I|m|tmg factors such as reducing the interested
power supplrer pool CleanPowerSF should also explore whether or not the benefits of a
lockbox can be provided to counterparties through alternate methods, such as an internally-
administered priority of payments structure.

v 'Smtablhty of reserveé pollcy CIeanPowerSF’s current reserve pollcy is comparable to those of’
other CCAs. Fundlng reserves are and should contmue tobe a critical comporient of
CleanPowerSE’s financial strategy.

See MCE'’s Feb 3™ 2016 discussion of a reserve target policy in its Executive Committee Meeting
materials: https://www.mcecleanenergy.org/wp-content/uploads/2016/01/2.3.16-ExCom-Meeting-
Packet.pdf; this policy was voted in on February ‘18”’, 2016: https://www.mcecleanenergy.org/wp-
content/uploads/2016/03/2.18.16-Board-Minutes.pdf. Sonoma Clean Power’s reserve policies were
adopted in January 2015: https://sonomacleanpower.org/wp-content/uploads/2015/01/Revised-Board-
Policies-amended-2015.05.07.pdf.

San Francisco

Water e ——
&) rower | (leanPoweiSF
Same Service « Cleaner Energy

Services of the San Francisco
Public Wilities Compmission L

396

30



CleanPowerSF Growth Plan (May 2017)

'As CleanPowerSF expands, it will continue to confront complex and evolving regulatory and
legislative challenges. CleanPowerSF must remain in compliance with state and federal
regulations and staff resources are needed to understand key issues, conduct compliance
activities, and oversee the process. CleanPowerSF must also diligently monitor regulatory and
legislative activity to ensure fair competition and to protect the interests and investment of San
Francisco in the CleanPowerSF program. Regulatory and legislative intervention will be critical to
ensure CleanPowerSF is able to compete on a level playing field with PG&E and to manage
program costs.

3.4.1 Regulatory Compliance _

As for ali CCAs, the compliance burden for CleanPowerSF is significant. Approximately 50-60
comphance reports must be developed and submitted each year to state and federal agenCIes
including:

e (California Public Utilities Commission

California Energy Commission

California Air Resources Board

California Independent System Operator

California Board of Equalization

e US. Energy Information Agency

e Western Renewable Energy Generation Information System

As compliance is not optional, CleanPowerSF must ensure it 'has staff bandwidth and knowledge
to fulfill these requirements. Regulatory and Legislative Affairs has been identified as a high
priority for near-term staff additions. A full list of CleanPowerSF compliance requirements per its
current programming is included as Appendix A-2. '
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Photo 8: CleanPowerSF at Earth Day SF 2017

3.4.2 Reguiatary and Legislative Advocacy
To protect the interests of San Francisco ratepayers — both CCA and non-CCA participants alike —
the Power Enterprise regulatory staff and the City Attorney’s Office must monitor and engage in.
' many proceedings before State regulatory agencies as well as monitor bills at the State
Legislature. Appendix A-2 lists the proceedings staff is actively engaged in and/or monitoring
now. This list will evolve over time, as CleanPowerSF priorities shift, new proceedings begin, and
existing proceedings close. 'Further, as staff resources increase and decrease, the time and
attention staff may dedicate to these proceedings will change.

As CIeanPowerSf: continues to evaluate its regulatory priorities, it is helpful tb have a framework
to analyze the potential impact of new and existing issues. Similar to what has been put in place

by other CCAs, staff recommends a regulatory and legislative advocacy framework focused on the
following three issues:

'

e Competitiveness: Ensuring that CleanPowerSF competesina fair environment without
other providers receiving undue advantage.
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e Cost: Ensuring the costs and responsibilities imposed on CleanPowerSF ratepayers
through regulations and/or legislation are fair and lend to the most efficient means of
achieving program goals. '

e Local Responsibility: Ensuring that local decision-making authority over CleanPowerSF
energy procurement — a key driver of the CCA model —remains intact while providing
opportunities for CCAs to be proper stewards of their place in the greater electric system.

Issues that involve multiple areas of the framework are more likely to significantly impact the
goals and/or operations of the program and are deserving of more staff attention and resources.

Figure 18: CCA Regulatory Involvement Framework

Table 3: Examples of Regulatory Proceeding Priorities

Key Issues . Example Activities/ Proceedings

Cost
Competitiveness "Ensuring hon ,,ypassab|e charges (e. g B PCIA and FFS settmg in PG&E ERRA

: »PCIA FFS) are falr equntable and - ‘: - - s _General Rate Case " : " .

g TrTsmlssmn ‘Access. Charge i
. b Investor owned utlhty apphcatsons and advnce Ietters :

‘:costs “and that those costs are bome by the |- - for new power contracts,” :

-f ppropriate service provided (generation;. | Costiallocatlons t6 PG&E Solar Chmce
Local

Responsibility
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Table 3 above shares key proceedings currently requiring active advocacy and engagement from
CleanPowerSF regulatory staff. It is important to note that as CleanPowerSF grows and matures,
the addition of new programs may necessitate additional advocacy and compliance engagement.
For example, the development of customer-side progi‘amming using PGC funding overseen by the
CPUC carries significant compliance and advocacy requirements. A list of current advocacy
proceedings and items is included in Appendix A-2.

3.4.3 Keeping Stride with the PG&E Generation Rate and PCIA/Franchise Fee Surcharge
(FES)
- CleanPowerSF is committed to offering affordable service with rates that are competitive with

PG&E. To achieve this, CleanPowerSF strives to maintain total generation rates that compete with -

PG&E’s, even after accounting for PG&E’s Power Charge Indifference Adjustment (PCIA) and
Franchise Fee Surcharge (FFS), also known as non-bypassable charges. PG&E’s generation rates
vary by customer rate class, may change multiple times in a year, and have varied over the last ten
years from a low of just over $0.06/kWh for the largest commercial accounts in 2012 to a high of
over $0.10/kWh for medium commercial in 2015. Rates climbed steadily from 2012 to 2015, but
decreased in 2016 and 2017.

The chart below shows how the addition of the PCIA and FFS charges affect the threshold that
CleanPowerSF must meet to maintain competitiveness with PG&E on a total-bill basis. '

Figure 19: PG&E Generation Rate and PCIA Since 2011 (Residential)

W Avoidable PG&E Generation Rate & PG&E PCIA & FFS

PCIA+FFS .
=$0.029

Rate ($/kWh)
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At current levels, PG&E's PCIA and FFS charges force CleanPowerSF to set generation rates
approximately 20-30% below PG&E's in order to offer service to customers at a similar cost. The
magnitude of the non-bypassable charges’ effect on CleanPowerSF rate competitiveness and
affordability illustrates the importance of building and maintaining appropriate regulatory
advocacy resources to ensure that these charges are determined in a fair and reasonable manner.

v" Compliance is not optional: With as many as 60 regulatory compliance reports due every
year, it is critical that staffing is sufficient to plan, prepare and demonstrate compliance.

v' Regulatory and legislative advocacy will be critical to the long-term success of
CleanPowerSF: State regulations and new legislation can directly affect CCA operations,
authority, and competitiveness. This is best iliustrated by the significant impact the PCIA
can have on program rate competitiveness. it is critical that Regulatory and Legislative
Affairs be adequately resourced to ensure that the City and CleanPowerSF is well-
represented in these forums.

v' Additional regulatory bandwidth needs can be triggered by new programming:
Additional regulatory compliance and advocacy needs may be triggered by the launch of
new program offerings, such as PGC energy efficiency funding.
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Having sufficient staff and technology systems in place to support CleanPowerSF's growth will be
* essential to continue operating efficiently and to meet program goals. While several core -
functions of CleanPowerSF are scalable to meet the needs of program growth, the strategic
application of additional resources will be important to take advantage of customer acquisition
opportunities, manage risk, develop complementary program services, moderate workload and
promote staff satisfaction. A total staff increase from 15.5 full time equivalent (FTE) employees to
approximately 50-55 FTEs employees over the course of program expansion is recommended to
serve greater program operational needs. ’

3.5.1 Current Staffing

The Power Enterprise’s CleanPowerSF team is comprised of 8.5 FTEs that are devoted to program
_development and administration. This team works closely with SFPUC External Affairs on
communications and outreach activities. Across the Power Enterprise and External Affairs Bureau,
a total of 15.5 FTE bositions are funded and directly support CleanPowerSF.

A number of departments across SFPUC and the City and County of San Francisco also support
program operations. Within SFPUC, Business Services, Infrastructure, and Human Resources
provide critical support functions. CleanPowerSF also depends on a number of departments
across the City and County of San Francisco, most notably the Office of the Controller, Office of
the City Attorney, Depértment of Human Resources, and Department of the Environment. An
organizational chart showing the support functions provided by these entities is provided in
Appendix A-3.

3.5.2 Considerdtions for Growth

From program inception through launch, CleanPowerSF has operated under an “all hands on
deck” approach. Having a small team and ambitious timeline to roll out service to the first phase
of customers required staff to wear many hats and collaborate extensively. In recent months,
several staff members have been added, which has not only increased CleanPowerSF’s capacity
but has begun to allow for distinct competency areas to develop. Among these are customer data
analysis, back office operations, energy supply procurement, demand forecasting, and customer
program development. As the program continues to grow, it will gain efficiency by further
developing these operating groups and, where feasible, integrating with other Power Enterprise
teams working on similar funcyions. |

The staffing recommendations offered in this Growth Plan are drawn from discussions with key
Power Enterprise and SFPUC personnel as well as a comparative analysis of the CleanPowerSF
organization with other CCA organizations.The following areas were identified as priorities for
additional staffing and systems resources to support program expansion. The program staffing
proposal by functional area is summarized in Figure 20.
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Figure 20: CleanPowerSF Staff Growth by PUC Groub (54 FTEs)

& Current = Full Scale

12.0
10.0

Origination and Power Contracting (Power Supply and Engineering Group)

As CleanPowerSF's energy demand grows, the program will need to significantly increase the
number of energy supply contracts and counterparties in its energy supply portfolio to control
costs, best take advantage of market opportunities, and manage risk. Over the next 12-24
months, the SPFUC will need to execute a significant number of new power supply contracts.
Because energy supply represents the vast majority of program costs, strong management and
staffing support in this area is essential to CleanPowerSF’s financial stability and competitiveness.

Staff recommends immediatel\} adding staff to support this critical program growth and operating
- function. A team should be developed that is devoted to resource planning, solicitations, and
contract administration. This capacity can be shared with other Power Enterprise business lines.

Customer Engagement / Account Management

The expansion of CleanPowerSF to other districts in San Francisco will bring about shifts in the
customer base, necessitating strategic changes in customer engagement. Enrolling medium and

large commercial accounts will require a more direct and intensive engagement approach to

retain customers and promote SuperGreen adoption. Expanding to certain residential
neighborhoods across the City will require grassroots, community-based engagement in Chinese
and Spanish to ensure customers are well-informed, build trust, and foster customer retention.

Staff recommends building a team of account managers dedicated to relationship development,
customer service, billing analysis, and sales, with two staff added prior to the next major
|enrollment period (May 2018) After Citywide enrollment has been achieved, the focus of the
team should shift to furthermg SuperGreen adoption, forgmg marketing partnerships, and
marketlng new customer services.

Demand Forecasting, Scheduling and Settlements, and Risk Management and Business Analysis
(Wholesale and Retail Services Group)

While these teams currently support CleanPowerSF, new systems and additional staff resources
are needed to provide better coverage and staffing depth to support scaling to City-wide
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enrollment. These critical program operating functions must be able to maintain operations when
staff is absent due to vacation, leave, or turnover/attrition.

Staff recommends adding staff immediately to support the increasing workload in the load
forecasting, power scheduling and settlements and risk management functions. CleanPowerSF
should pursue developing shared staffing and system resources with other Power Enterprise

business lines to capture economies of scale. Staff may be added incrementally as the program
grows to increase coverage. '

* Energy Data Systems (Whole and Retail Services Group)

Better leveraging customer and program data is essential for future planning, research, and
demand forecasting efforts. In the longer term, the strategic benefits of transitioning away from
-contractors and building customer service and/or billing administration capabilities internally will
necessitate large-scale systems implementation efforts. '

Staff recommends the following:

o Add professional services consulting capacity to support near and long-term data

management and data systems planning and development.

o Expand data systems capabilities (e.g., in MDMS) to receive interval level meter
data and other related customer data, making this information more accessible
for analysis. :

o Add staffing resources to the Power Enterprise Energy Data Systems team and the

SFPUC’s Information Technology group to support the expanded and on-going
information systems and technology requirements of CleanPowerSF and the
Power Enterprise. '

Regulatory and Legislative Affairs (Planning and Regulatory Compliance Group/SFPUC External
Affairs) ‘ .

As discussed in Section 3.4, it is critical for CleanPowerSF to track.and participate in many state-
level proceedings and rate cases to ensure the program stays in compliance with its regulatory
obligations and is able to compete on a level playing-field. In addition, CleanPowerSF must stay
actively engaged in state legislative proposals that may affect how CCA programs operate: Going

forward it will be important that SFPUC External Affairs is sufficiently equipped to support the
significant legislative needs of the CleanPowerSF program.

CléanPowerSF urgently needs Regulatory and Legislative Affairs staff capacity within the Power
Enterprise and the SFPUC External Affairs group to bolster efforts in this important area.
CleanPowerSF should also continue to collaborate with other CCAs through the CalCCA forum to
leverage the collective regulatory and IegislativeI resources of all CCAs.

Customer Service and Billing Administration (SFPUC Finance and Business Services)

The support of an experienced contractor, Calpine Energy Solutions, in providing Customer
Service and Billing Administration services has been critical to CleanPowerSF’s success in rapidly
launching the program and meeting the significant customer service requirements of enrollment

periods. However, an evaluation of the long-term value of using a contractor versus building
internal capacity for these services is warranted.
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When it comes to customer service, it is important that the City be the face of the program. Call
center and customer care expertise exists within the SFPUC today, and internal capacity to serve
CleanPowerSF may be added incrementally, over time.

However, billing administration for CleanPowerSF requires complex processes and parallel skill
sets do not currently exist within SFPUC (because CleanPowerSF’s systems must interface with
PG&E’s systems). If brought in-house, this technical and highly specialized capacity would need to
be developed. )

In the near term, staff recommends incrementally building internal capacity for Customer Service,

by adding 1-2 staff to answer customer calls and emails, using Calpine’s CRM and phone system.

Consultants will be needed to evaluate the data systems needs for fully incorporating customer

service and billing administration, and to develop a business case for proceeding with integration

of one or both services. Second, staff recommends issuing an RFP for systems implementation
and ongoing support, and then transitioning CleanPowerSF customer service staff to SFPUC’s
Customer Contact Center as a full team is hired and SFPUC-managed CRM and phone systems are
implemented.

Photo 9: Shiloh | Wind Farm

Table 4 below identifies the distribution of proposed positions, assuming the program grows in
two additional phases — a second phase that brings the program to 250 MW of average demand
and then at full scale. The projected staffing levels identified in each phase represent the total
staff funded by the program at each proposed phase (Phase 1, Phase 2, Full Scale).
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Table 4: CleanPowerSF Staffing Plan (FTEs by Program Phase/Size)

s Phase 1 Phase 2 Full-Scale
SFPUC/Power Enterprise Division _ ~60MW ~250MW . 400+MW
Program Development and Administration .~ - |:© -~ " -9.001. i .©-9.00| . 1100
"Customer Engagement/Account Management Sl 4 0000 - 100 0 350
" Power Stipply and Engineering. - . - . |0 000|250 | . 4.50.
Orrgmatlon and Power Contractmg 0.00 2.50 3.50
Retail Services -~~~ . e e oo 200 00 6000 . 1150
. Forecasting 0.00 - 1.00 2.00
Scheduling and Settlements 1.00 | 2.00 3.50
Risk Management and Business Analysis 0.00 1.00 | 2.50
Energy Data Systems : 1.00 2.50 3.50
Customer Programs -~ - e s te00 | 200 L 250
“Planning and Regulatory Compllance oo 050 T 250 T 400
Regulatory and Legrslatrve Affalrs 0.00 2.50 | 4.50
External Affairs- T el T 480 600 1850
Outreach and Commumcatlons 4.50 6.00 - 7.50
SFPUC Government Affalrs 0.00 1.00 , 1.00
SFPUC Finance/Business Services ~ -~ "~ | .. .000] - 200} 800
Customer Care / Call Center 0.00 1.00 6.00
. : Finance 0.00 1.00 2.00
© SFPUC Human Resources ™~~~ = i [0 0,000 0100 .00
Total , 16.00 32.00 54.00

At full—scale CleanPowerSF erI need the support of apprommately 50-55 full-tlme staff: It is
projected that CleanPowerSF will require the support of approximately 50-55 full-time staff. This
staffmg projection is consistent with other CCAs, partlcularly MCE, which has about 40-45 FTEs and
is currently a bit smaller than CleanPowerSF’s expected size at fuII scale. Six of the. additional
'positions recommended in this plan for CleanPowerSF are call center staff, which MCE does not
presently perform in-house.

v' Near-term staffing support is needed in critical program functions: In the near term, growing
CleanPowetSF is going to require the addition of significant new power supplies and financial
support. Additional staff are needed immediately to support RFP processes, contract execution,
and risk management. Furthermore, increasing regulatory and legislative activity at the State level
highlights the need for increased resources to ensuré the City’s interests are wellirepresented.
Finally, additional‘support from SFPUC Business Services and Finance, External Affairs and Human
Resources will be needed in the very near-term to support the growth process.

v" Professional services contractors will be needed to fill gaps during growth: Recognizing that it will
take time to staff up the program professional services will continue to play an important role in
: ﬁlhng staffing gaps in program planning and operatlons After program growth is complete,
CleanPowerSF staff should turn its attention on in- housnng operating functions that can be
supported by City staff and systems
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3.6.1 Scenarios

Drawing from the customer demand, power supply, financing, regulatory, and operational
readiness findings described above, CleanPowerSF staff conducted financial and risk analyses of
several scenarios that serve as options for CleanPowerSF program grthh: '

e Scenario 1: Growth to Citywide Service by 2022, Per 2015 Business Plan Phasing Strategy
e Scenario 2: Growth to Citywide Service by 2018 in One Additional Phase
e Scenario 3: Growth to Citywide Service by 2019 in Two Additional Phases

Figure 21: Program Phasing Scenarios

CleanPowerSF Phasing CleanPowerSF Phasing CleanPowerSF Phasing
Scenario 1 Scenario 2 Scenario 3

1 450 4 450 -
4 400 400 4
I J 350 { 350 1 156
. . B 300 _ 300 4 :
. 250 - is7 250 -
] . — — 200 200 -
i i 150 1 150 + 207
. 100 1 o 100
. » ] “ 3]
2016 2017 2018 2019 2020 2021 2022 2016 2017 2018 2019 2020 2021 2022

The purpose of this analysis is to understand the financial requirements and performance of
different rates of program growth. The analysis identifies the program reserves and estimated
collateral requirements for acquiring the power supply needed to meet the program demand in
each growth scenario. It isimportant to note that this analysis does not address whether the
energy supplies are available in the market to meet the respective enrollment timelines. As
discussed in the Power Supply and Markets Section, the availability of energy supply will need to
be established through a power supply RFO. '

Pro Forma As.éumptions

For these analyses, CleanPowerSF has updated its proforma with a number of assumptions
covering product content minim‘ums, financing needs, rate projections, market price projections,
supply portfolio makeup, staffing needs, and more. These assumptions rdflect information
conveyed in the detailed findings above. More information on the assumptions used in this
analysis is provided in Appendix A-6.

Scenario 1: Growth to Citywide Service-by 2022 Per 2015 Business Plan Phasing Strategy

In the CleanPowerSF Business Plan shared with the Commission in December 2015, a plan to
phase service to the full City was laid out using three additional auto-enrollment phases to be
completed by 2022. The timing of these auto-enrollment phases was determined through
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analysis fh_at required CleanPowerSF to complete the self-funding of its reserves and any
projected power purchasing collateral requirements in excess of the $40 million credit support
secured by the Power Enterprise prior to enrolling additional customers. The key constraint of
this scenario is that it assumes that no external credit Support is provided to grow the program
and that no additional financial support is provided by the Power Enterprise beyond $40 million
credit support and the $8 million working capital loan. ' '

This proposed schedule and structure for growing the program has been refreshed as part of the
growth planning process, using updated information on market prices, power supply financing
needs, competitor rate trends and new data on customer usage gained through CleanPowerSF

- operations to date. However, the key financial constraints for this scenario remain the same - no
additional financial support is provided by the Power Enterpnse beyond $40 million in credit
support and the initial $8 million working capital loan.’

Figure 22 below illustrates the projected Scenario 1 load growth. Asyou can see from the chart,
under Scenario 1, the program would grow in two additional phases, a 150 MW phase in June
2018 and another phase of 246 MW in July 2022, which is when the program would begin
providing service citywide.

Figure 22: Annual Energy Sales and Average Demand
(Scenario 1 — 2015 Business Plan Phasing Strategy)
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‘Under this growth scenario, program revenues are projected to grow from approximately $33.7
million in FYE 2017 to approximately $128.8 million by FYE 2020. The first year of citywide
program sales in Scenario 1 occurs in FYE 2023, This analysis projects that the Operating Reserve
target of 90 days of program expenses and the Rate Stabilization Reserve of 15% of annual
revenue can be fully funded by program revenues during FYE 2025, about three years after the
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program achieves full scale. Scenario 1 assumes $40 million in credit support from the Power
Enterprise is used to for power supply transactions. This exceeds the approximately $17 million
that was used to support prograrh launch, and does not leverage third party credit support that
staff believes may be available to support expansion (as indicated in the Financing Needs and
Options Section above).

Figure 23: Annual Energy Sales and Average Demand
(Scenario 1 — 2015 Business Plan Phasing Strategy)
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Photo 10: Sunset Reservoir Solar Panels {a CleanPowerSF source of power supply)
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Scenario 2: Growth to Cftywide Service by 2018 in One Additional Phase ,

" Scenario 2 examines an expedited auto-enroliment schedule phasing in all remaining eligible
-citywide load in one additional phase in May 2018. The Scenario 2 load growth scenario is
summarized in Figure 24 below. FYE 2018 shows an increase in sales volume associated with the
May and June months. The full extent of the sales growth in Scenario 2 begins to be reflected in
FYE 2019. Sales growth beyond 2019 reflects an assumed 0.5% per year natural load growth.

Figure 24: Annual Energy Sales and Average De_niand
(Scenario 2 - Single Phase Expansion)
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Projected program costs and revenues associated with Scenario 2 are summarized in Figure 25
below (See Appendix A-8 for projected annual sources and uses information). The analysis
indicates that the program is projected to recover costs and collect reserves for operating and
rate stabilization. Under Scenario 2, program revenues will grow from approximately $33.7 million
" in FYE 2017 to approximately $258 mil.lion by FYE 2019, the first year of citywide program sales.
The Operating Reserve target of 90 days of program expenses and the Rate Stabilization Reserve
of 15% of annual revenue can be fully funded by program revenues during FYE 2021, two years
after the program achievesfull scale. This means the program will require external financial
support to cover these needs until this time.
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Figure 25: Program Costs and Revenues
(Scenario 2 — Single Phase Expansion)
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Scenario 3: Growth to Citywide Service by 2019 in Two Additional Phases
Scenario 3 examines a program expansion schedule, in which all remaining eligible citywide load is
enrolled in two additional phases, one in May 2018 and one in May 2019.

The Scenario 3 load growth scenario is summarized in Figure 26 below. FYE 2018 shows an
increase in sales volume associated with the Phase 2 completion in May. The increased sales
represent two months of additional demand that occurs at the end of FYE 2018. The growthin
sales in FYE 2019 reflect a full year of Phase 2 sales and the Phase 3 enroliment in May. The full
extent of the sales growth in Scenario 3 shows up in FYE 2020. Sales growth beyond 2020 reflects
an assumed 0.5%.per year natural load growth. :
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Figure 26: Annual Energy Sales and Average Demand
(Scenario 3 — Two Phase Expansion).
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Projected program costs and revenues associated with Scenario 3 are summarized in Figure 27
below (see Appendix A-9 for projected annual sources and uses information). The analysis
indicates that the program is projected to recover costs and collect reserves for operating and
rate stabilization. Under this growth scenario, program revenues will grow from approximately
$33.7 million in FYE 2017, to $171.7 million by FYE 2019, and $270.1 million at the end of FYE
2020, the first full year of citywide program sales. Like Scenario 2, the Operating Reserve target of
90 days of program expenses and the Rate Stabilization Reserve of 15% of annual revenue can be
fully funded by program revenues during FYE 2021, one year after the program achieves full scale.
This means the program will require external financial support to cover these needs until this

time.

San Francisco
Water
@ Power

Sewer

Senvices of the Sun Fmncisco
Public Utiities Commission

Clean¥VowerSF

Same Service « Geaner Energy

412

46



CleanPowerSF Growth Plan {May 2017)

Figure 27: Program Costs and Revenues
(Scenario 3 — Two Phase Expansion)
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Scenario Considerations

Table 5 below compares key factors staff have identified regarding execution of the enrollment

pace for Scenarios 2 and 3.

Table 5: Comparison of Scenario 2 and Scenario 3 Enrollment Pace Factors

413

‘Factor ‘Scenario 2 (1 Add’l Phase) . - Scenario 3 (2 Add’l Phases)
Operational "Fmdlngs on operatlonal readiness suggest A two-phase approach to growth
Readiness that current staffing | Ievels will not be spread out over a 6 to 12 month

-sufficient support expansion to the full time period is preferable from an
Clty Ioad in May 2018: Ata mmlmum operational readiness perspective as
addltlonal staff‘ng |srequwed to support - it will allow for additional time to
vpnonty operational functlons such as .- - staff up. This will also allow the
Asupply portfollo management load - SFPUC to better align new operating
forecastlng and schedulmg, account . costs with program revenues (i.e.,
management and c_ommunlc_atuons . spreading those costs out over a
S | T longer period of time) and reduce
o the immediate administrative
burden of hiring, training, and
building institutional knowledge
. ‘ : about the program.
Energy K ,Dlver5|ty of energy supply wrll be acentral  Spreading the development of a400
Procurement 'prece of energy supply nsk management—-’ MW+ energy supply portfolio over
v__WhICh as the greatest program costis. " two phases {compared to one) will
.central to. rate affordability and program _provide the CleanPowerSF team
SVa’nVFm%cisco
ater
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Factor :‘Scenano 2 (1Add’l Phase) " Scenario 3 (2 Add’] Phases)

' success " Acquiring suffi C|ent cost—effectlve greater flexibility to optimize the
renewable energy to meet the program S portfolio for cost and other
rieeds at one time may prove challengmg . attributes important to success. It
.Ultlmately, the results of the power supply * may also support risk management

RFO wilf help estabhsh if suffuent cost- by providing more time to execute a
effectlve supplies are availableonthis ~ great number of supply contracts
~tlmehne - o and diversifying the portfolio than

can be accomplished under the
shorter Scenario 2 timeline.

Financial Similarly to Energy Procurément, the " Dividing citywide enrollment into

“SEPUC needs to determme if sufficient ~ multiple phases rather than just one
. fnancral support is avarlable from thlrd . may allow the SFPUC to finance
partles to acqurre the energy needed to  citywide expansion without any

grow ‘the program at this rate. A ﬁnancmg additional financial support from the
RFP, in conJunctlon W|th the power supply " Power Enterprise.
RFQ, will. prowde answers to these open ’

quest:ons : , ,
Communications Whlle some’ eﬁtc:encres in rollout wou!d " Breaking citywide enroliment out
“be gamed froma srngle addrtlonal phase - into multiple phases will grant the
to C|tyW|de service; partrcularly mass .. SFPUC the time needed to conduct
miedia, staff are concerned about the comprehensive outreach throughout
ability to conduct comprehensrve . the city. Depending on the
outreach across’ the crty on this tlmellne availability of financing and power

partlcularly glven current stafﬂng Ievels supplies it may be possible to split
. : the rest of the city into two
" enrollment periods during the 2018
calendar year, which would give staff
- more time to conduct a thorough
outreach and education campaign.
" Staff will revisit this option after it
" has received bids for power supply
and program financial support.

It should also be noted that program operating costs (excluding supply costs) are shown to be
between 15-20% of total revenues in Phase 1 and decrease to approximately 10-11% of revenues.
once the program is full scale. This indicates that there may be scale benefits to growth from an
operating perspective.

3.6.2 Risk Analysis ] |

In order to identify potential financial risks with expedlted growth, a sensitivity study was ‘
conducted on Scenarios 2 and 3. It focused on the followmg four variables that staff has rdentrﬁed
as having the greatest potential impact:

e Changes to PG&E’s Power Charge Indifference Adjustment: Staff evaluated the impact of
variation in PG&E's PCIA rate on program revenues. An increasé of 30% and decrease of
15% from the predicted base case PCIA rates were tested, while assuming that in each
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scenario CleanPowerSF would adjust its rates to maintain cost parity with bundled
customers.

e Changes to PG&E’s Generation Rates: Staff evaluated the impact of variation in PG&E's
generation rates on program revenues. An increase of 5% and a decrease of 5% in PG&E's
rates from those predicted in the pro forma were tested, assuming that CleanPowerSF
adjusts its rates to maintain cost parity with bundled customers and that program costs
do not change.

* Renewable Energy Prices: Sensitivity analysis was conducted to ascertain the financial
impact of renewable enery prices increasing or decreasing by 25%.

¢ Renewable Content: The sensitivity to the renewable content in CleanPowerSF's portfolio
was also explored by increasing the base renewable content by 5% or decreasing it by 2%.

Table 6 below shows the results of the sensitivity analyses in terms of the annual net impact in
FYE 2020 dollars and as a percent of revenue. FYE 2020 was selected because CleanPowerSF
would have its first full year of sales in both scenarios, thus providing the impact of each risk
factor on the program at full scale.

Table 6: Sensitivity Analysis

 ChangefromBasecase . | Y520

PCIA decrease by 10% +3.2%

PCIA Change .
PCIA increase by 30% -$25.9M -9.7%
PG&E Rate Change Rate increasé by 5% +517.8M +6.6%
{No Change in Cost)
Rate decrease by 5% -$17.8M -~ 6.6%
REC cost decrease by 25% +$7.0M +2.6%
‘Renewable Prices
REC cost increase by 25% . -$7.0M -2.6%
Base product renewable content +50.9M +0.3%
decrease by 2% . )
Renewabhle Content I e : :
Base prodqct renewable content -$2.2M o 8%7

increase by 5% -

As shown above, the impact of changes to renewable energy pricing {with no changes to content)
.and the impact of changes to renewable energy content (with no increase or decrelase to pricing)
was relatively minimal. Changes in renewable energy pricing, tested at 25% above or below
current pro forma assumptions, produce a $7.0 million (2.6%) change in revenue. Sensitivity to
changes in renewable energy content is a bit more significant, increasing revenues by $900,000 if
renewable content was decreased by 2% and decreasing revenues by $2.2 million if renewable
content was increased by 5%. Another way of looking at these sensitivites is that every 1% change
in renewable pricing produces a $280,000 change in net annual revenue. For every 1% change in
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renewable energy content the program incurs about a $450,000 (0.15%) change in net annual
revenue.

Changes in PG&E’s PCIA and generation rates have the biggest effect on program revenues. As
noted above, these sensitivities assume that CleanPowerSF will change its rates in response to a
PG&E PCIA or generation rate change. Here, a 5% change in PG&E’s generation rates could result
in an impact of $17.8 million (6.6% change in revenue); or, every 1% change in PG&E generation
rates results in a $3.6 million (or 1.3%) change in revenue. In addition, a 10% decrease in the PCIA
could result in a $8.6 million increase in revenue (about 3%) and a 30% increase in the PCIA would
_decrease program revenues by approximately $25.9 million (9.7%). For evéry 1% change in the

~ PCIA, one can expect an approximately $860,000 (or 0.4%) change in revenue when the program
is full scale. ‘

It must be noted that these sensitivities assume that PG&E’s.rates are changing independent of
CleanPowerSF’s power costs. Since CleanPowerSF and PG&E will be pérticipating in the same
wholesale markets, this is not likely to occur. On the other hand, if CleanPowerSF is-highly hedged
(i.e., most of its generation costs are fully locked-in on a multi-year basis) and PG&E is refunding a
large over-collection (or making up for a large under-collection) from the prior year, a 10% impact
is not impossible, especially given the accompanying effect of the PCIA.

o

The program is fmancnally feasibile at different rates of growth Each of the sceharios
analyzed show that the program is feasible at the different rates of growth considered,
given the assumptions used. leen this finding, other factors — such as staffing

requirements and supply and ﬁnancmg procurements — play a central role in determmmg
the optimal Scenario for growth.

A key constraint to growth i is access to working capital and credit for power purchases:
The analysis projects that the program is expected to need $40-60 million in credit
support and/or goll'ateral to seécure power purchase agreements at full-scale. In addition,
fully funding financial reserves will require about $80+ million. Scenarios 2 and 3 indicate
that reserves can be fully funded by revenues within 2 years of program expansion
citywide, however third party credit support will likely be needed for growth prior to this
time. ,

Changes to PG&E generation rates and the PCIA pose the greatest risk to program
financial stability: The sensitivity analysis indicates that changes in PG&E generation rates
anld the PCIA have the greatest impact on program revenues ar}xd can quickly erode
program margins. '

Scale efficiencies may be achieved with growth Program operating costs (excluding
supply costs).are shown to be between 15- 20% of total revenues in Phase 1 and decrease
to approx1mately 10- 11% of revenues once the program is full scale. This indicates that -
there may be scale beneﬁts to growth from an operating perspective.
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Appendix A-1: CleanPowerSF Business Practice Policies

CleanPowerSF

Business Practice Policies
Adopted on December 8, 2015

(Amended on May 9, 2017)
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All entities that provide electric power to end-use consumers in the state are required to comply
with the California Renewable Portfolio Standard {(RPS). The RPS establishes the minimum
amount of renewable generation a load serving entity must utilize to serve its retail customers,
the renewable technologies eligible for compliance to meet that minimum, and the relative

. amounts of the bundled and unbundled renewable products that may be used. The RPS was
established in 2002 under Senate Bill 1078, accelerated in 2006 under Senate Bill 107 and
expanded in 2011 under Senate Bill 2 and in 2015 under Senate Bill 350 (Public Utilities Code §
399.11-32). The RPS mandates that 33% of electricity sold to consumers must be generated by
eligible renewable resources by 2020 and 50% by 2030.

By a vote of the people, San Francisco established City policy “... that the use of unbundled
renewable energy credits for CleanPowerSF customers shall be limited to the extent deemed
feasible by the SFPUC.... For renewable energy provided by CleanPowerSF that exceeds the
minimum requirements of state law, the voters urge the SFPUC to apply the same limitations on
the use of unbundled renewable energy credits, to the extent feasible.” (San Francisco
Environment Code § 2102(b), Proposition H, 2015.).

In directing the SFPUC to begin development of San Francisco’s Community Choice Aggregation
'program, the Board of Supervisors found that through such a program “...the City could have
additional means of increasing the scale and cost-effectiveness of conservation, energy
efficiency and renewable energy ...(and) a means of exercising local control over electricity

prices, resources and quality of service, and designing local energy systems to protect against
future blackouts and rate shocks.” (Ord. 86- 04)

The SFPUC has developed the CleanPowerSF program to balance the sometimes competing
objectives laid out by the Board of Supervisors — affordable, cleaner energy, including local
generation and efficiency, while providing for long-term rate and financial stability. To achieve
that balance, itis the policy of the SFPUC that the CleanPowerSF program shall offer two retail
electricity products at launch: 1) a default “Green” product, with an initial target of 33% to 50%

- renewable energy content; and 2) a voluntary “SuperGreen” product, with 100% renewable
energy content.

The renewable energy content goal of the Green product will be 35% renewable energy content

when the program launches in 2016, increasing to 50% renewable energy content by the end:
of 2020. The Green product will at all times be no less than 33% renewable or the minimum
statewide RPS target in effect at the time, whichever is greater.

CleanPowerSF will exceed the Green product renewable content commitments when it is cost-

effective as market conditions allow while balancmg affordability, fmancxal and rate stability,
and local project ob]ectlves

55
421



CleanPowerSF Growth Plan {May 2017)

It is the policy of the SFPUC that CleanPowerSF purchase renewable energy from projects
located within the nine Bay Area Counties (San Francisco, San Mateo, Santa Clara, Alémeda,

Contra Costa, Solano, Napa, Sonoma and Marin), to the extent cost-effective and as market
conditions allow. '

The SFPUC shall implement the policy of the City that the use of unbundled renewable energy
credits for CleanPowerSF be limited to the extent feasible, consistent with the goals of the
prdgram. For purposes of satisfying its renewable energy content objectives, at program launch
CleanPowerSF will rely on Product Content Category 1 renewable resources, to the extent

~ economically and financially feasible.

CleanPowerSF will follow the Iimitatiohs of local and state law regarding the use of unbundled
renewable energy credits to satisfy the applicable renewable portfolio standard. For renewable
energy provided by CleanPowerSF that exceeds the minimum requirements of state law, the
SFPUC will apply the same limitations on the use of unbundled renewable energy credits, to the
extent feasible. ' '

Carbon Content

In 2002, the Board of Supervisors passed the “Greenhouse Gas Emissions Reduction” Resolution -
(158-02), updated in 2008 (Ordinance 81-08, San Francisco Environment Code § 902),
committing San Francisco to reduce citywide GHG emissions on a stepped-down schedule to
80% below 1990 levels by the year 2050. Implementing efforts recognize San Francisco’s

"~ Community Choice Aggregation program as a key contributor to achieving those goals.

Consistent with City policy and SFPUC Resolution 11-0035, a principal objective of the
CleanPowerSF program is to facilitate the City’s shift to a greenhouse gas free electric energy

-supply. Toward these ends and to the extent economically and financially feasible,
CleanPowerSF’s energy portfolio carbon content shall be lower than the levels of carbon in
Pacific Gas and Electric Company’s electricity resource portfolio. Consistent with City policy and
as economically and operationally feasible, CleanPowerSF will endeavor to reduce the total
carbon content inits electricity resource portfolio over time with a goal of providing a carbon
free electricity service no later than 2030. | '

For purposes of firming and shaping the electricity portfolio used to serve customers,
CleanPowerSF will not utilize specified purchases of coal or nuclear energy.
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Rate Setting Policy

As established in Ordinance 146-07, management and control of the CleanPowerSF program is

" being undertaken by the SFPUC pursuant to its responsibilities and authority under the Charter.
As such, CleanPowerSF rates are set by the SFPUC Commission (Commission) pursuant to the
authority and provisions set forth by the Charter (Section 8B.125). Among other things, the
Charter requires the SFPUC to set rates, after one or more public hearings, based on the cost of
service, and at levels sufficient to provide sufficient resources for the continued financial health
(induding appropriaté reserves), operation, maintenance and repair of each enterprise.

SFPUC staff has estimated the cost to provide CleanPowerSF service, and conducted a risk
assessment that identified and quantified potential variations in cost and revenue resulting
from changes in key program assumptions. This effort demonstrates the viability of the
programto meet program objectives, and forms the basis for the Commission to set rates for
the initial program launch.

The Cqmmissioh will adopt budgets and establish cost-based retail rates for CleanPowerSF that
. provide sufficient revenue for the continued financial health of CleanPowerSF. Program rates
will be adequate to support program operations, including maintaining revenues necessary to
pay CleanPowerSF's obligations under its power supp'ly and other contracts, and future
projects, taking into consideration program goals.

CleanPowerSF rates shall be adopted in a manner that is consistent with the SFPUC’s Rates
Policy principles, balancing affordability, compliance, sufficiency, and transparency. All
CleanPowerSF budgets, rates, fees, and charges presented by SFPUC staff to the Commission
will conform to the SFPUC Rates Policy. Any proposed deviations from this policy will be
reported to the Commission along with any resulting impact to CleanPowerSF ratepayers.

In adopting rates for CleanPowerSF, the SFPUC will endeavor to minimize rate volatility.
CleanPowerSF rates will be reviewed annually for the upcoming fiscal year and adjusted, as
needed, to ensure sufficient revenue to meet its contractual, legal and regulatory obligations,
while providing for program affordability.

| : | ?
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Phasing Policy

It is the policy of the SFPUC that the CleanPowerSF program will be phased-in throughout San
Francisco in a manner that is financially prudent and operationally feasible.

Initial and subsequent CleanPowerSF customer enrollments shall be conditional upon::

* Program rates being sufficient to cover program costs with rates 0.25% below PG&E
generation rates when the program launches in 2016;

e Rates for a subsequent phase are projected to be at or below PG&E rates at the launch
of each phase;

e Program supply commitments are sufficient to meet new projected customer demand;
e Staff and systems and/or qualified third party service providers can handle additional
energy sales and customer account volumes;

e Sufficient and reasonably priced credit, collateral and working capital support is
available; and '

e Allrate, contracts and financial support approvals have been obtained.
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Supply Management Policy

In Ordinance 124-01, and again in Resolution 227-08, the City adopted policies prioritizing
energy efficiency and conservation, demand response, renewable generation, distributed
generation, and clean and efficient fossil-fired generation, in that order, to provide for a
reliable, affordable electric supply. This prioritization, referred to as the “energy loading
order”, supports the City’s efforts to reduce the impact of electric supply choices on the
environment and to further its environmental justice goals.

As a retail electric service providér, CleanPowerSF will engage in several types of electricity
produrement activities for an array of energy-related produéts. These products may include
those related to energy, ancillary services, energy transmission and others that may be defined
through legislative, regulatory and market design changes. CleanPowerSF's procurement
activities may include competitive solicitations, bilateral negotiatiolns, programmatic purchases
and activities (e.g., energy efficiency and feed-in tariff purchases), project development and
participation in the markets run by the California Independént System Operator. As it engages
in these procurement activities, CleanPowerSF will implement the City’s energy loading order.

CleanPowerSF initially will manage its suppvly costs in the near and mid-term by entering into
fixed price contracts for specified volumes using contracts with qualified suppliers pursuant to
its August 2015 Request for Offers.

After the first year of operation, CleanPowerSF will maintain a modest open position for mid-
term and long-term supplies to provide flexibility to adapt to market conditions as they arise.
Tothe greatest extent possible, CleanPowerSF will seek to develop a resource portfolio that is
diverse from aresource/technology and supplier standpoint. To the extent Hetch Hetchy
supplies are available, sales to CleanPowerSF shall be undertaken at fair market value, when
not adverse to the public utility ratepayers of the Power Enterprise. CleanPowerSF power

supply procurement activity and performance will be reviewed monthly, quarterly and
annually.

Consistent with utility industry best practices, CleanPowerSF will conduct an annual Integrated
Resource Flanning (IRP) process to identify near-term and mid-terim power supply needs and
inform annual power purchasing activities, taking into account demand reductions projected to
result from energy efficiency and demand response activities. The IRP process will (1) quantify
CleanPowerSF’s energy resource needs over a 10-year planning period; (2) prioritize resource
acquisition preferences and set forth other relevant energy supply policies; and (3) provide
guidance to programmatic purchases and activities, electricity purchasing and resource
development processes undertaken by CleanPowerSF staff. The IRP process will be conducted
and presented to the Commission each year following the first year of service.
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CleanPowerSF shall develop and implement processes that monitor and manage power supply
cost and risk, consistent with best utility industry practice. CleanPowerSF’s risk management
practiées shall include methods to model and calculate portfolio cost based on low probability
circumstances (for example a 5% probability) and shall establish tolerance bands, which require
reporting and corrective action, if exceeded. CleanPowerSF staff shall present its power supply
risk management practices to the Commission on an annual basis.

The development of local clean energy projects and jobs is one of the objectives of the
CleanPowerSF program. The clean energy project and job opportunities CleanPowerSF presents
include employment in program administration and operatioh, behind-the-meter efficiency and
generation services, electric vehicle charging and energy storage infrastructure development,
and power supply. '

To beginA to achieve this objective in the near-term, CleanPowerSF will focus on regular,
standardized power purchasing with an identified preference for local and regional projects,
where cost-effective. CleanPowerSF will also develop and provide Net Energy Metering (for
customer-sited behind-the-meter projects); a Feed-in Tariff program (to purchase power from

“new local projects); and will issue solicitations for the construction of new local and regional
renewable energy and storage projects on City-owned and controlled property. Before making
any future - decisions to construct or cause the construction of specific renewable energy
projects subject to the California Environmental Quality Act (CEQA) the SFPUC shall consider

- any environmental review documents prepared by the City or other lead agency in compliance
with CEQA and, if it approves such projects, the SFPUC shall adopt any required CEQA findings
as part of such approval actions. Additionally, to help encourage investment in local rooftop
solar, CleanPowerSF customers will continue to be eligible for GoSolarSF incentive funds.

CleanPowerSF will ensure customers remain eligible for PG&E services beyond energy supply or
develop comparable, more locally-responsive services to be provid'ed by CleanPowerSF. For
energy efficiency and demand response programs, CleanPowerSF will focus initially on helping
customers understand the opportunities available to them from existing rate‘payer—fuhdéd
|programsand  then expand, starting with Iocally—resp!onsive energy efficiency, storage and
demand response pilot programs.

CleanPowerSF will balance local project funding with affordability, financial needs, and
renewable content enhancements, while establishing spending limits to mitigate the risks of
high costs and project failure.
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Reserves Policy

The SFPUC will prudently manage CleanPowerSF operations in a manner that supports its long-
term financial independence and stability, provides sufficient financial capacity to bridge
shortfalls in cash flow and covers unanticipated expenditures, while at the same time reduces

susceptibility to emergency rate increases due to revenue shortfalls and considers ratepayer
impact and fairness.

Prudent reserve policies are critical to securing favorable commercial terms from both third-
party service providers and lenders and to the development of a future stand-alone
CleanPowerSF credit rating.

Consistent with this policy and with the San Francisco Charter, the SFPUC will adopt budgets
and establish rates for CIeanPowerSF that provide for adequate ratepayer protection in the
form of an Operating Reserve Fund and a Contingency/Rate Stabilization Reserve Fund.

These Funds will be established at the following funding levels to mitigate short-term,

unanticipated loss of revenues or increase in expenses; stabilize rates; and support the growth
of theprogram: ‘

¢ Operating Reserve Fund: equal to 90 days of operating expenditures; and

e Contingency/Rate Stabilization Reserve Fund: equal to 15% of projected annual
revenues.

The SFPUC will adopt budgets and establish rates for CleanPowerSF with the goal of building up
to the above target reserves funding levels within three years of program launch.
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Program Performance Reporting Policy and Metrics

On an annual basis, CleanPowerSF shall report to the Commission on the program’s
performance in the following areas and measures.

PERFORMANCE AREA

METRIC

Renewable Energy Content

Percentage (%) of power supply from renewable energy and
resource types

Location of projects supplving energy

Local Energy Production and
Savings

Amount of energy produced and saved locally (MWh)

Amount of capacity and energy supplied behind-the- meter
(MW and MWh)

Environmental Benefits

GHG content of energy supplied (lbs/MWh)

Citywide GHGs reduced (lbs CO2e)

Economic and Social Benefits

Direct and indirect jobs created (# job-years)

Customer bill savings, including energy efficiency and net

matering (S and % caund)

Financial Metrics

Progress toward reserves balance targets

Debt coverage ratio
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Appendix A-Z: Regulatory Engagement References

Compliance Requirements

Indicates and confirms requirements for
i i i - CAISO
CAISO Officer Certification participating in the CAISO market Annual
R i the ARB f funtary REC
Voluntary Renewable Energy ?:’?i::rr;geltwi wi:hin th: ::: ; a:d t?;de CARB Annual
Report (CARB VRE) . P
regulation
Annual Retail Sales Report Reports on greenhouse gases by major
CARB
(CARB MRR) sources - Annual
Wind Power Purchases-Form Reports on all California wind power
1386 ' . purchases of IMW or more (,:EC Quarterly
IEPR-Demand Forecast Projections of electricity planning for the CEC Biennial
next decade {odd years)
Biennial
Updates to ch in IEPRD d
IEPR-Resource Plans Update peates to changes In eman CeC (even
Forecast report
years)
Inventory of all source-specific power
Power Source Disclosure purchases completed during the previous CEC Annual
calendar year (REC-only and bundled)
QFER 13068 Reports on location, revenue, and sales CEC Quarterly
amounts of energy supply
Recorded demand by hour; recorded
Resource Adequacy (Historical customer counts by month for residential,
: . . . CEC Annual
Load Data-Previous Year) small commercial, large commercial,
' industrial, agricultural
i N - ;
RPS Closing Report Finalized RPS report for he prior compliance CEC - As
period Requested
Recorded and forecasted peak demand by
Reso:;:ecAieSu::\t(e()L oad month; residential, commercial, industrial, CEC As Needed
ecastUp and agricultural if forecast has changed
| Energy by menth; peak demand by month *
Resource Adequacy (Load for residential and non-residential; recorded CEC Annual
Forecast-Year Ahead) and forecast customers by month for
residential and non-residential
Resource Adequacy Recorded and forecast peak demand by
{Compliance Demonstration: month; recorded and forecast customer | CEC/CPUC/CAISO | Monthly
System, Local, Flexible) counts by month for residential,
commercial, industrial, and agricultural
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‘ e
Resource Adequacy (Year
4 Ahead. Compli:;mce Contracted Net Qualifying Capacity for 100% | cEc/CPUC/CAISO Annual
Demonstration Local/System-- | 4t |oc4) and flexible RA obligation for each
Follows April Forecast) month of the following calendar year
. . Independent audit and report on internal N
AMI Data Privacy Audit AMI data privacy and security practices CPUC Triennial
AMI Data Privacy Report Reports on third party a?cess to AMI.data CPUC Annual
and any data security breaches .
Energy Storage Tier 2 Advice Reports on energy sitora_ge procurement and cPUC Biennial
Letter obligations
GHG Emission Performance Indicates new resources that contracted CPUC Anﬁual
Standard Advice Letter with to ensure low/no emissions R
Resource Adequacy {Price Data Data request for RA contract pricing and CPUC As
Request) : volumes ‘ Requested
RPS Procurement Plan Future looking RPS procurement plan cPuC Annual
Report to demonstrate compliance with the
RPS Report state Renewable Portfolio Standard cpuc Annual
EIA 826 Monthly electric utility sales and revenge : U.S. DOE Monthly
report
Annual Electric Power Industry Report (peak
load, generation, electric purchases, sales, :
EIA 861 revenues, customer counts and DSM U.S. DOE Annual -
programs, green pricing NEM, and DG
capacity)
WREGIS REC Retirement Report | | retired RECs whether Bucket 1,2, 3or WREGIS Annual
grandfathered
Regulatory Proceedings -
Level of
Title Type Proceedin '
- . yp 5 Engagement
PG&E 2017 GRC Cost Allocation | A.15}09-001 Active
PG&E GRC Phase 2 Cost Allocation | A.16-06-013. Active
PG&E Proposal for the Closure of Diablo Canyon | Cost Allocation | A.16-08-006 Active
2016-2017 Resource Adequacy ' Standards R.14-10-010 Active
IRP and Long-term Procurement Plannihg Standards R.16-02-007 Active
Further Development of RPS - Standards R.15-02-020 Active
Integrated Distributed Energy Resources Innovation R.14-10-003 Active
Distribution Resource Plan Rulemaking Innovation R.14-08-013 Active
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Title Type Proceeding En:a‘éeelr::n &
' Power Source Disclosure Program CEC ‘ CEC Active
PG&E's 2017 ERRA Forecast Application Cost Allocation | A.16-06-003 Active
implement AB 117 Standards R.03-10-003 Active
RPS Implementation and Administration Cost Allocation | R.08-08-009 Monitoring
Energy Storage Roadmap Standards R.15-03-011 Monitoring
PG&E Electric Vehicle Application Innovation A.15-02-009 Monitoring
Energy Efficiency Rulemaking | Efficiency R.13-11-005 Monitoring
10U CARE Applications 2015-2016 Efficiency A.14-11-007, et al. | Monitoring
MCE Energy Efficiency Application Efficiency A.15-10-014 Monitoring
Regional Resource Adequacy CAISO CAISO Monitoring
Integrated Energy Policy Report 2016 CEC CEC _ Monitoring
PG&E 2015 ERRA Forecast Cost Allocation | A.14-05-024 Monitoring
Energy Upgrade California (Implementation) Cost Allocation | A.12-08-007 Monitoring
Green Tariffs Shared Renewables Cost Allocation | A.12-01-008 Monitoring
Successor to Existing NEM Tariffs Standards A.12-08-007 Monitoring .
Distributed Generation Rulemaking Standards R.12-11-005 Monitoring
Residential Rate Rulemaking Standards R.12-06-013 Monitoring
Time-of-Use Rates .| Standards R.15-12-012 Monitoring
Renewables Portfolio Standard Standards R.11-05-005 Monitoring
Alternative Fuel Electric Vehicles Innovation R.13-11-007 Monitoring
Demand Response Rulemaking Innovation R.13-09-011 Monitoring
| PG&E Energy Storage Innovation A.16-04-024 Monitoring
Water Energy Nexus Efficiency R.13-12-011 Monitoring
CAISO — Transmission Access Charge CAISO CAISO Monitoring
Regional Grid Operator Governance Structure CAISO CAISO Monitoring
Low Carbon Fuel Standard (LCFS) CARB CARB “Monitoring
Mandatory Reporting Requirement CARB .CARB . Monitoring
Cap & Trade (“C&T") CARB CARB Monitoring
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Appendix A-3: CleanPowerSF Organizational Chart

|

Director,Human
-Resources -
Cindy Charan .

AGM Business
Services & CFQ

- AGM Infrastructure
"+ Kathryn How

Eric Sandler

. 'City Departments
Dept. of the Office of the City
Environment | CAttorney © -l
Dept. MVH”man Office of the Controller|
Resaurces . e
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Appendix A-4: Current CleanPowerSF Staffing Levels

CleanPowerSF Growth Plan (May 2017)

' Kathryn How

{ AGM Infrastructure

AGM Buysiness
Services & CFO
Eric Sandler

Contracts Administratior

tion:| |

‘Ervironmental’
Managemen

rance and Intérpal
- :Contrals

T CleanPowersk
gram Develo

Communications

4.5 FTE

- Human Resources; -~

 policy and Government -
L AMa

Orlgination and Pawsr
“Contradting 4

Co

Piaﬁhihgfaﬁd Reguiatory ]

Acﬁs-io}'riekr'Engé‘géﬁéﬁt I

. Acc¢pnt.Manag§ment C

.Retai!,Sepéicéé Lo
oo (Forecasting) .

" Customer Programs [ | |

Key

i Fractional FTEs indicate that a position
[05]
[05] is shared with other SFPUL divisions.

Grey boxes Indicate that CleanPowetSF
is supported by the group and funded
through bureau sllocations or inter
departmental wark order, but nap
dedicated incremental positions are
belng proposed at this time.

- Red outlines indicate a change from
the previous phase.
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Appendix A-5: CleanPowerSF Staffing Levels at Full Scale

AGM Business
Services & CFO
Eric Sandler

« AGM Infrastructure
; Kathryn How

Contracts Administration.| | Communicatlons. - Human Resources

Policy and Government
— .. Affairs

1434

e

Cpfnmunifwﬁeﬁeﬁt's

Key

Fractional FTEs indicate that a position
-0.5
I8 shared swith other SFPUC divisions.

“CustomerEngagement /
-“Account Managem

- Grey boxes Indicate that CleanPowerSF
 ls supparted by the group and funded
through bureau allocations or inter-
departmental work order, hut no
dedicated Incremental positions are

being proposed at this time.

- Red outlines indicate a change from
the previous phase,
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Year. .
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Enrolled.

Variable

Non-Participation
Rate (opt-out + 3%
vacancy rate)

.Act:ve Customev S
' Count

Annual Sales
Volume (MWh)

"»,SuperGreen > e
E Partlapatlo

% SuperGreen Sales

in First Year
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Appendix A-6: Proforma Customer Enrollment and Sales Assumptions

o Sdeha’rid 1

Reserve-based

Reserve-based :

Expansion: -

"Phasé 2

vf‘ReSIdentlal 2 5%
._,}‘Non Res 0. 3%

1.2%

'394 ooo '
Add ( 192 000)

. 368,000 -

4 1% .
Resndentlal 5 O%;
i Non Res 2. O%

7%

3,777,000

3.1%

FYE2018 -

Sce javrip‘z,‘-

3940000 .
- (Add’I310,000) .

iOoo

. 357,000
3,682,000
©2.0%.

-Res:dential 2 5%'
'ﬁs'fl\vlvon_Resv_O,_3% R

1.1%

‘Scenario 3.

| 243,000 -
? “'(Add . 159 000)

8%

2,364,000

23%. |
! »""Resndentlal 2. 5%"‘;‘; kS

N"on Res 0. 3%

12%

362,000,

2 8% .
~Re5|dent|al 3 5%
: '*’_j.'Non,Res._O.G%

Post-Ph

L vr, 394:000 ‘ S .
- (Add’1'151,000)

10% None

- Customerbase
L "grows by 0. 5%
3,732,000 Grows by 0. 5%

. :':ifGradualIy

ncreases: annually -
to 5% by 2026 -

1.7% Gradually _
increases annually

until 5% by 2026
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Appendix A-7: Scenario 1 - 2015 Business Plan Phasing Strategy

Table A-7.1: Projected Sources and Uses (FYE 17 — FYE 22)

SOURCES —r———

o7 PEan

Green Sales Revenue B s335M $426M $1233M $1268M $130.5M  $134.5M
SuperGreen Sales Revenue $0.4M $0.5M $1.8M S2.7M $3.6M . $4.2M
_Uncollectibles | ($0.2M) ($0.2M) ($0.6M) ($0.6M) ($0.7m) ($0.7M)
Total Sources $33.7M $42.8M $124.4M $128.8M $133.4Mm $138.0M
EnergySupply $22.6M $30.2M $909M . $977M  $1054M  $111.8M
OperatingCosts = $5.8M $9.5M $15.9M - $163M  $16.8M $18.4M
- Debt S $0.8M $2.0M $2.0M - $2.0M $1.3M $0.0M
- SuperGreen Programs/Projects $0.IM $0I1M - $03M $0.4M $0.5M $0.6M
& Cohtribution to Reserves $4.4M $1.1M $15.3M $12.4M $9.4M $7.2M
Total Uses $33.7M $42.8M $124.4M $128.8M $133.4M  $138.0M
RESERVE BALANCES (TARGET) | S Ut PRI e LR
OperatingReserve $6.8M $72M  $207M $21.3M $23.4M $24.1M

| Contingency/Rate Stab. Reserve

RESERVE BALANCES (CUMULATIVE) [[REER e T e T e
~Oberatingke§ede - ' $6A.8M . $7.2M‘ .-520;7M $213M o $234M Sid.lM
_ Contingenc i $5.3M $7.1M $18.8M $20.8M $32.6M
YES . YES

$65M $18.8M $19.4M $20.1M $20.8M $44.2M

Figure A-7.1: Projected Cumulative Net Margin and Reserves (Sce'nario 1)

$180
$160
$140 I &z Collateral Need
$120 mm Rate Stabilization Reserve. Target
M $100 e Operating Reserve Target
$80 emmem Net Operating Cumulative
$S60
$40
$20
$

FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027
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Appendix A-8: Scenario 2 - Single Phase Expansion Proforma Results

Tahle A-8.1: Projected Sources and Uses

$33.5M

$2562M  $2634M

$2793M

$271.0M

$0.4M $0.7M $3.4M $5.3M $7.1M $8.4M
($0.2M)  {$0.4M) ($1.3M) ($1.3M) ($1.4M) ($1.4M)
$33.7M $706M  $2583M  $267.4M $2767M  $286.3M
$22.6M $45.5M $190.5M $203.4M $219.0M $232.6M
$5.8M $13.0M $27.9M $28.6M $29.3M $30.0M
$0.8M $2.0M $2.0M $2.0M $1.3M $0.0M
$0.1M $0.1M $0.6M $0.8M  $Li1Mm $1.2M
“S%44aM - $10.0M $37.3M $32.6M $26.1M $22.5M
“Total Uses S $33.7M $70.6M $258.3M $267.4M $276.7M $286.3M
RESERVE BALANCES (TARGET) B S ERTE A LSRN SN PN S
rating Reserve $6.8M $13.6M $42.1M $43.9M $48.1IM  $49.8M
$10.6M $38.9M $40.3M $41.7M $43.2M $44.7M
$6.8M  $13.6M $421M  $43.9M $48.1M  $49.8M
256 $4.7M $16.7M $41.7M $43.2M $44.7M

_RESERVE TARGET MET? * = = | YES YES YES

Figure A-8.1: Projected Cumulative Net Margin and Reserves (Scenario 2)

$250
$200 )
e=am Collateral Need
maEsa Rate Stabilization Reserve Target
$150 .
== Operating Reserve Target
| $M p g i g
$100 emmmm Net Operating Cumulative
$50
$

FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027
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Appendix A-9: Scenario 3 - Two-Phase Expansion Proforma Results

Table A-9.1: Projected Sources and Uses

- ’FVE zoz1 U FYE2022

SOURCES LI R e DR s e TR R L T T
Green Sales Revenue . $553M $170.'1M $266.0M si73.7M $282.1M
- SuperGreen Sales Revenue . $0.6M $2.5M $5.4M $7.2M $8.5M
Uncollectibles “ . (30.3M) ($0.9M) ($1.4M) ($1.4M) ($1.5M)

Total Sources . $55.6M  $171.7M $270.1M $279.5M $289.1M
'EnergySupply '_ : & &y $36.7M° $121.1M $205.3M $221.2M $234.9M
'Operanngcpsts S 85, $10.4M $19.8M  $28.1M - $28.7M $29.4M
Debt: : $2.0M $20M  $20M - $13Mm $0.0M
: SuperGreen Programs/Pro;ects . $0.1M $0.4M < $0.9M $1.1M $1.2M
 Contribution to Reserves . $6.5M $28.4M $33.9M - $27.3M - $23.6M -
Total Uses . $55.6M $171.7M $270.1M $279.5M $289.1M
RESERVE BALANCES (TARGET) e T e e e
Operating Reserve 6. $10.5M $28.6M $44.3M $48.5M $50.3M
Contmgency/RateStab Reserve ' . $25.9M $40.7M $42.1M $43.6M‘ $45.1M
_RESERVE BALANCES (CUMULATIVE] e T T T e e
Operatinéﬁeserve . . $10.5M $28.6M $44.3M $48.5M $50.3M
serve $7.4M $17.8M $36.0M $43.6M $45.1M
- YES. ©YES COYES L YES YES |

Figure A-9.1: Projected Cumulative Net Margin and Reserves (Scenario 3)

$250

$200 /

#mEa Collateral Need

. Rate Stabilization Reserve Target

$150
e Operating Reserve Target
™ '
e N et Operating Cumulative
$100
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1. INTRODUCTION

The San Francisco Public Utilities Commission (“SFPUC”) seeks proposals for bank credit
facilities (the “Credit Facilities”) in an amount of up to $150 million to provide for the issuance
of one or more standby letters of credit to secure CleanPowerSF’s obligations pursuant to
Power Purchase Agreements (“PPAs”) with one or more energy suppliers and to provide for
other CleahPowerSF borrowings and drawdowns as described herein. The SFPUC's

reimbursement obligation under the Credit Facility will be payable solely from revenues of
CleanPowerSF, also as described herein.

1.1. The SFPUC

The SFPUC is a department of the City and County of San Francisco (“City”) responsible for the
maintenance, operation and development of three utility enterprises: the Water Enterprise, the
Wastewater Enterprise and the Power Enterprise {(which is a component of Hetch Hetchy Water
and Power). The SFPUC’s enterprises are operated and manhaged as separate fmanc:al entities
with separate enterpnse funds. :

Water Enterprise. :

Nearly 2.6 million people rely on water supplied by the SFPUC to meet their daily water needs
through its Water Enterprise. The SFPUC serves as the retail water supplier for the City and is
responsible for water deliveries to residents and institutions within the City limits, as well as to
a number of retail accounts outside of the City limits (“Retail Customers”). In addition, the
SFPUC sells water to 27 Wholesale Customer entities in San Mateo, Alameda and Santa Clara
Counties under a Water Supply Agreement and related individual contractual agreements.
Approximately 67% of the SFPUC’s water supply is delivered to the Wholesale Customers and
approximately 33% of the SFPUC’s remaining water supply is delivered to its Retail Customers.

Wastewater Enterprise.

The Wastewater Enterprise’s collection and treatment system consists of a combined sewer
collection system conveying seWage‘ (sanitary and stormwater flows) within the City to three
water pollution control plants, also located within the City. Treated effluent flows are then
discharged through deep-water outfalls into the San Francisco Bay and Pacific' Ocean. The
Wastewater Enterprise also currently provi?es sewage treatment service on Treasure Island
pursuant to contract, and operates an onsite sewage and stormwater reclamation and
treatment facility at the SFPUC headquarters at 525 Golden Gate Avenue.

Hetch Hetchy — Water and Power Operations.

Hetch Hetchy Water and Power operates the Hetch Hetchy PrOJect which provides water for
distribution through the Water Enterprise and hydroelectric power to the Power Enterprise.
The Power Enterprise, which is a component of the Hetch Hetchy Project, was created in
February 2005 as a separate system within Hetch Hetchy Water and Power. The Power

4d



Enterprise focuses on. providing adequate and reliable supplies of electric power to meet the
municipal requirements of the City, including power to operate municipal streetcars and
electric buses, street and traffic lights, municipal buildings and other City facilities, including
SFO. Additionally, the Power Enterprise provides power to the Modesto and Turlock Irrigation
Districts, located in the central valley of California, and to other commercial customers
consistent with prescribed contractual obligations and federal law.

The San Francisco Board of Supervisors adopted Ordinance 86-04 in 2004 authorizing the
“establishment of a Community Choice Aggregation (“CCA”) program in San Francisco
(“CleanPowerSF”). Pursuant to the San Francisco Charter, the SFPUC is responsible for the
management of CleanPowerSF. As a division of the Power Enterprise, the CleanPowerSF
program is under the direct administrative oversight of its Assistant General Manager, who in
turn reports to the SFPUC General Manager. The program is funded by CleanPowerSF
~ ratepayers. The goals of CleanPowerSF are to provide (1) affordable and reliable electricity
services to San Francisco residents and businesses, (2) cleaner energy alternatives advancing
the City’s Greenhouse Gas reduction goals; (3) investment in local renewable energy projects
and jobs; and (4) long-term rate and financial stability.

2. CLEANPOWERSF

The City, acting by and through the SFPUC, launched the first phase (“Phase One”) of
CleanPowerSF on May 1, 2016. Today, CleanPowerSF is serving approximately 76,000 accounts
with an average energy demand of 61 MW. The program has maintained an opt-out rate of
about 3.4%, and has ai:tracted more than 1,700 pre-enrollments and 2,350 upgrades to
CleanPowerSF's 100% renewable SuperGreen product.

CleanPowerSF purchased energy to support its Phase One launch principally through two power
purchase agreements (the “Existing PPAs”}), each in the form of a Master Power Purchase and
Sale Agreement. The Existing PPAs provide for energy delivery through Apnl 30, 2019 and May '
31, 2021, respectively. Termination payments, if any, under the Existing PPAs are secured by
standby letters of credit (the “Existing Standby LOCs”) which are in turn secured by revenues of
SFPUC’s Power Enterprise. The Existing Standby LOCs were issued in an approximate eggregate
initial amount of $17, OOO 000 which has decreased to approximately $14,000,000 as of the date
of this RFP. 1 : \

SFPUC’s Power Enterprise additionally supported CleanPowerSF's Phase One launch through
the provision of a loan (the “Power Enterprise Loan”) to provide funds for working capital and

start—up expenses. The Power Enterprise Loan is presently outstanding at $7,312,500 (May 31,
2017). ’

CleanPowerSF was reported as part of the Power Enterprise in the SFPUC’s FY 2015-16
Comprehensive Annual Financial Report. The SFPUC has prepared unaudited financial
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statements for CleanPowerSF for the 9.months ended March 31, 2017 of FY 2015-16. These
statements are attached hereto as Attachment A.

2.1. Pro Forma versus Actual Results to Date :

CleanPowerSF supported its initial launch with a pro forma financial projection (the “Initial
Projection”) of expected results from o'perations. The Initial Projection, developed in January
2016, reflected a set of assumptions including a conservative “opt-out” rate of 20%.

CleanPowerSF's. opt-out results were significantly lower than projected (3.4% of customers).
Lower opt-out rates, higher-than-expected elective opt-ins from customers not specifically
targeted for enrollment, and the SFPUC’s decision to upsize the Phase One launch, have all
contributed to a larger number of customers than projected. The impact of a larger customer
count on energy sales was offset to some extent by the lower average energy-use-per-customer
of residential customers in the neighborhoods included in Phase One, in comparison to City-
wide averages. On the expense side, CleanPowerSF's actual operating expenses were
significantly lower than projected, reflecting factors including lower marketing expenses and
higher-than-expected staff vacancies. '

In terms of net revenues, CleanPowerSF significantly outperformed its Initial Projection. For the
11-month period beginning upon initial launch on May 1, 2016 through the end of March 2017,
CleanPowerSF generated approximately $5 million in net revenues, $1.4 million higher (40%)
than the Initial Projéction amount of $3.6 million. A comparison of the Initial Projection versus
actual results through March 2017 is attached hereto as Attachment B. An Excel version of this
comparison is included as Attachment D. '

2.2. Program Expansionto City-Wide Service

On May 9, 2017, SFPUC staff provided the SFPUC Commission (the SFPUC s governing board)
with the CleanPowerSF Growth Plan (the “CleanPowerSF. Growth”) which recommended
completing City—wide_ enrollment by Fiscal Year End 2019. In Resolution No 17-0102, the
Commission modified the CleanPowerSF Program to enroll 100% of eligible San Francisco
customers by July 2019, or sooner if possible. This expansion is expected to. result in
approximately 360,000 active customers with approximately 420 MW of average demand.

The timing and processs for implementing City-wide rollout will depend on Imultiple facto'rs,
including operational, cost, rate-setting and other considerations. CleanPowerSF has provided
two illustrative pro forma financial projections for CleanPowerSF Growth, attached hereto as
‘Attachment C. The first of these projections (the “Single Phase Rollout”) shows projected
financial results assuming a single program expansion in the second quarter of calendar 2018.
The second of these projections (the “Two Phase Rollout”) shows projected financial results
assuming two expansion phases—one in the second quarter of calendar 2018 and another in
the second quarter of calendar 2019.
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These pro forma projections are provided for informational purposes only, and reflect
illustrative projections of strategies under consideration. The SFPUC has not committed to a
specific implementation plan or plans.

2.3. Upcoming Power Purchases

CleanPowerSF intends to support CleanPowerSF Growth through further power procurement
activity. CleanPowerSF has issued a renewable energy request-for-offers (the “2017
Renewables RFQ”) seeking proposals for renewable energy supply to CleanPowerSF. The 2017
Renewables RFO proposes a power purchase agreement structure in which power suppliers

look only to CleanPowerSF revenues as their source of payment and are not further secured by
standby letters of credit. '

CleanPowerSF intends to issue a second energy request-for-offers in the next ‘.few months (the
“2017 Energy RFO”) to acquire shaped energy to complement purchases made under the 2017 .
Renewables RFO and actual customer demand. CleanPowerSF expects to propose a credit
structure in support of the 2017 Energy RFO in which power suppliers may be secured by
standby letters of credit. The primary purpose of this RFP is to secure a credit commitment that
will maximize CleanPowerSF’'s power contracting flexibility.

2.4. CleanPowerSF Payment Obligations’

CleanPowerSF’s payment obligations are special limited obligations of CleanPowerSF, payable
solely from the revenues of CleanPowerSF. CleanPowerSF’'s payment obligations are not a
charge upon the revenues of the SF‘P'UC (and its Power Enterprise) or the general fund of the

City and County of San Francisco or upon any non-CleanPowerSF moneys or other property of
the SFPUC or the City. CleanPowerSF faces ongoing risks including the risk of customer opt-out.

There is no guarantee that CleanPowerSF revenues shall be sufficient to cover its costs of
operations at all times. '

The SFPUC has not implemented a third-party financial lock-box to manage CleanPowerSF's
financial operations, and does not at this time expect to implement such a security feature in-
support of CleanPowerSF Growth. Rather, the SFPUC expects to continue to self-administer
CleanPowerSF's financial operations, as it self-administers the financial operations of its Water
Enterprise, WastewaterEnterprise, and Power Enterprise.

N
2.5. CleanPowerSF Business Practices -

CleanPowerSF has established rate-setting, phasing, and reserves policies as set forth in its
Business Practice Policies document, summarized below.

Rate Setting Policy

As established in Ordinance 146-07, management and control- of the CleanPowerSF
program is being undertaken by the SFPUC pursuant to its responsibilities and authority
under the City Charter. As such, CleanPowerSF rates are set by the SFPUC Commission
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pursuant to the authority and provisions set forth by the City Charter (Section 8B.125). -
Among other things, the Charter requires the SFPUC to set rates, after one or more
- public hearings, based on the cost of service, and at levels sufficient to provide sufficient
resources for the continued financial health (including appropriate reserves), operation,
- maintenance and repair of each enterprise. '

The Commission will adopt budgets and establish cost-based retail rates for
CleanPowerSF that provide sufficient revenue for the continued financial health of
CleanPowerSF. Program rates will be adequate to support program operations, including
maintaining revenues necessary to pay CleanPowerSF's obligations under its power

supply and other contracts, and future projects, taking into consideration program
goals. '

CleanPowerSF rates shall be adopted in a manner that is consistent with the SFPUC’s
Rates Policy principles, balancing affordability, compliance, sufficiency, and
transparency. All CleanPowerSF budgets, rates, fees, and charges presented by SFPUC
staff to the Commission will conform to the SFPUC Rates Policy. Any proposed

deviations from this policy will be reported to the Commission along with any resulting
impact to CleanPowerSF ratepayers.

-In adopting rates for CleanPowerSF, the SFPUC will endeavor to minimize rate volatility.
CleanPowerSF rates will be reviewed annually for the upcoming fiscal year and adjusted,
as needed, to ensure sufficient revenue to meet its contractual, legal and regulatory
obligations, while providing for program affordability. -

_ Phasing Policy :

It is the policy of the SFPUC that the CleanPowerSF program will be phased-in
throughout San Francisco in a manner that is financially prudent and operationally
feasible. S ' ‘
Initial and subsequent CleanPowerSF customer enrollments shall be conditional upon:

e Program rates being sufficient to cover program costs;

* Rates for a subsequent phase are projected to be at or below PG&E rates at the
launch of each phase; |

e Program supply commitments are sufficient to meet new projected customer
demand;

e Staff and systems and/or qualified third party service providers can handle
additional energy sales and customer account volumes;

¢ Sufficient and reasonably priced credit, collateral and working capital support is
available; and
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e All rate, contracts and financial support approvals have been obtained.

Reserves Policy

The SFPUC will prudently manage CleanPowerSF operations in a manner that supports
its long-term financial independence and stability, provides sufficient financial capacity
to bridge shortfalls in cash flow and covers unanticipated expenditures, while at the
same time reduces susceptibility to emergency rate increases due to revenue shortfalls
and considers ratepayer impact and fairness. '

Consistent with this policy and with the City Charter, the SFPUC will adopt budgets and
establish rates for CleanPowerSF that provide for adequate ratepayer protection in the
form of an Operating Reserve Fund and a Contingency/Rate Stabilization Reserve Fund.

These Funds will be established at the following funding levels to mitigate short-term,

-unanticipated loss of revenues or increase in expenses; stabilize rates; and support the
growth of the program:

e Operating Reserve Fund: equal to 90 days of operating expenditures; and

e Contingency/Rate Stabilization Reserve Fund: equal to 15% of projected annual

revenues.

The SFPUC will adopt budgets and establish rates for CleanPowerSF with the goal of
building up to the above target reserves funding levels within three years of program
launch.

2.6. Credit Provisions set Forth in Pro Forma PPAs

CleanPowerSF has prepared pro forma power purchase agreements (the “Pro Forma PPAs”) as
~ part of its power supply solicitation. These Pro Forma PPAs set forth certain credit prbvisions
regarding auto-appropriation, limited obligation, Controller certification, and the biannual
budget process, that CleanPowerSF included in the Existing PPAs and anticipates implementing

in support of its power procurement activities. The following summarizes these key PPA credit
provisions. '

Auto-Appropriating Designated Fund

Buyer's (CleanPowerSF’s) paymeﬁt obligations under this Agreement (the Pro Forma

PPA) shall be paid from an SFPUC designated fund that will automatically appropriate
CleanPowerSF revenues on an annual basis without further Buyer action and which shall
be used solely for CleanPowerSF costs and expenses, including the obligations under this
Agreement. Buyer agrees to set CleanPowerSF rates and charges that are sufficient to
maintain revenues necessary to pay its obligations under this Agreement and all of

Buyer's payment obligations under its other contracts for the purchase of energy for

CleanPowerSF. Buyer shall provide Seller (Provider) with reasonable access to account
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balance information with respect to the SFPUC designated fund at all times during the
Delivery Term.

Limited Obligations

Buyer’s payment obligations are special limited obligations of the Buyer payable solely
from the revenues of CleanPowerSF. Buyer’s payment obligations under this Agreement
are not a charge upon the revenues of the SFPUC (and its Power Enterprise) or the
general fund of the City and County of San Francisco or upon any non-CleanPowerSF
moneys or other property of the SFPUC or the City.

Controller Certification.
The Buyer's obligations hereunder shall not at any time exceed the amount certified by
the Controller for the purpose and period stated in such certification. Except as may be
provided by laws governing emergency procedures, officers and employees of Buyer are
-not authorized to request, and Buyer is not required to reimburse Seller for,
commodities or services beyond the agreed upon Agreement scope unless the changed
scope is authorized by amendment and approved as required by law. Officers and
employees of Buyer are not authorized to.offer or promise, nor is Buyer required to
honor, any offered or promised additional funding in excess of the maximum amount of
funding for which the contract is certified without certification of the additional amount
by the Controller. The Controller is not authorized to make payments on any contract

for which funds have not been certified as available in the budget or by supplemental
appropriation.

Biannual Budget Process. . ‘
For each City biannual budget cycle during the term of this Agreement, Buyer agrees to
take all necessary action to include the maximum amount of the Buyer's payment

obligations under this Agreement in its budget submitted to the Board of Supervisors for
that budget cycle.

2.7. Ongoing CleanPowerSF Financial Reporting

CleanPowerSF was reported as part of the Power Enterprise for the period ending June 30,
2016. Starting with FY 2016-17, CleanPowerSF will be presented as a major fund of Hetch
Hetchy Water and Power. = | ‘ |

In addition, CleanPowerSF intends to provide a monthly statement (the “Monthly Statement”)
to the provider of the Credit Facility in the format attached hereto as Attachment E.

'2.8. Links to Additional Background Information

The following links to the SFPUC’s official website prdvide an overview of the SFPUC and
CleanPowerSF:
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www.sfwater.org —Official SFPUC website

www.cleanpowersf.org — Official CleanPowerSF website

3. BANK CREDIT FACILITY

The SFPUC seeks a Credit Facility of up to $150 million. The Credit Facility may be applied for
the following purposes: ‘

1. To provide standby letters of credit (“New Standby LOCs”) to secure New PPAs
supporting Program expansion;

2. To replace the Existing Standby LOCs supporting Existing PPAs;
3. To replace the Power Enterprise Loan; and/or
4. To provide CleanPowerSF working capital.

4. ESTIMATED TRANSACTION SCHEDULE

Bidder's Conference . Friday, July 28, 10:00 AM PDT

Deadliné to submit questions or information requests Tuesday, August 1, 12:00 PM PDT

Tuesday, August 15, 2017, 5:00

Proposals due PM PDT

Notification of selected bank Week of August 21st

- ) . y £+ . t 2 - 3 K
Negotiate credit terms & finalize agreements (allow By mid-November 2017

3 months)

‘Commission qpproval (Credit Facility & PPAs) December 12, 2017
Boérd of Supervisors approval of PPAs ‘ January 2018

Closing (Credit Facility & PPAs) : Week of ngruary 5,2018
Launch Phase2 May 1, 2018

Per the above, it ij estimated that the SFPUC Commission will approvi the Credit Facility -
documents at its December 12, 2017 meeting. As such, all Bank documents must be prepared
and distributed in near final draft form by eaﬂy November. Each Proposer must commit to
meeting this schedule, and must confirm it as'part of its response to this RFP.

5. CHAPTERS 12B AND 12C REQUIREMENTS (EQUAL BENEFITS)

Effective June 1, 1997, Chapter 12B of the San Francisco Administrative Code was amended to
prohibit the City from entering into contracts or leases with any entity that discriminates in the
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provision of benefits between employees with domestic partners and employees with spouses,
and/or between the domestic partners and spouses of employees. All proposing firms should .
be in the process of becoming compliant with Chapter 12B if not already compliant. The
. Contract Monitoring Division (CMD) has developed rules of procedure and various resource
materials explaining the equal benefits program. These materials are available by calling the
CMD Equal- Benefits Section at (415)- 581-2310 or by visiting the CMD website at
www.sfgov.org/cmd. V

6. PROPOSALSUBMISSION

6.1. Questions for Respondents

Please provide short, concise responses to the following questions. See Submittal
Requirements, below: '

1) Contact Information

Provide the name, address, phone number and e-mail address of the contact person(s)
authorized to answer questions and negotiate final terms and conditions on behalf of
.Respondent. Please also set forth any other members of your Bank who will be involved in
the day-to-day negotiations and discussions with the SFPUC and its team. 4 o

2) Firm Overview / Qualifications

a.

Briefly describe the structure of your firm. What is the business unit within your firm
that will book the Credit Facility you propose? Describe the credit approval process
for that entity.

What is your firm'’s total capital? What is your firm’s net assets?

Please provide your firm’s short-term and long-term ratings from Moody’s, Standard
& Poor’s and Fitch dating back to January 1, 2012. Please comment on any relevant
events that may cause or that recently have caused any of the rating agencies to

place these ratings under review. Please provide each rating agency’s current
outlook onyour firm.

3) Experience

a. ’ What is your firm’s experience with the SFPUC? |

b.

What is your firm’'s experience in the CCA sector? Which CCA entities have you
transacted with? " '

What is your firm’s experience, and the experience of the business unit within your

firm that will book the Credit Facility you propose, in extending credit to non-rated
entities? '

Briefly describe other relevant experience of your firm to the extent it is not
captured in questions 3(a), (b), and (c).
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4) Proposed Terms

Provide a detalled description, in term sheet format, of the Credit Fac:hty you propose. If
you are proposing multiple structures that would be more clearly conveyed in multiple term
sheets, then you may submit more than one term sheet. Please include the following
information: '

Facility purpose

a. Facility Type(s)
b. Obligor

c. Commitment Size
d. Tenor'(s) |

e. Security

f.

g.

Term-out provisions for reimbursement obligations under Standby LOCs (i.e. Iength
of term-out, amortization requirements, interest rate or formula, and any conditions
on availability)

h. Renewal provisions

i. Termination provisions ‘

j. CleanPowerSF Covenants (including CleanPowerSF financial reporting requirements)

K. Any other relevant terms (e.g. increased cost, Most Favored Nation)

5) Exceptionsto RFP

Identify any exceptions and/or modifications to the information provided in this RFP that
your firm requires or proposes. For example, if your firm requires a third-party lock-box to
support CleanPowerSF, state that as your requirement. As a second example, if your firm
recommends (but does not require) a third-party lock-box, state that in your response,
together with a short explanation-of the benefit of your recommendation to CleanPowerSF
and/or the SFPUC. As a third example, if your firm recommends a specific payment lien
position as security for your proposed Credit Facility, then provide a description of that lien
position along with your proposed pricing benefit. '

6) Pricing
Provide a detalled descnptlon as part of your termh sheet, of the cost structure and fees for
the Credit Facnhty you propose. Please include the following information:
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a. Commitment Fee. Please propose a schedule of commitment fees for commitment
tenors of various lengths (i.e. two years, three years, four years, five years, etc.).
Please indicate whether commitment fees will vary depending upon the
commitment amount. Please also provide any other fees and charges associated
with your proposed Credit Facility.

b. Expenses. The SFPUC desires to set a limit on legal and out-of-pocket expenses
incurred by the Credit Facility provider. Indicate: (i) a cap on the legal fees and
expenses of counsel to your firm;-and (ii) a cap on any other expenses to be incurred
interest rate on loans
Amendment fees

e. Any other fees

7) Legal Counsel

Indicate the law firm and the lead attorney that will represent the Bank in this transaction.
If foreign counsel is also required, please indicate the law firm.and lead attorney. Please
specify the proposed average hourly rate for which legal counsel will be compensated for
representation of your firm. '

6.2. Submittal Requirements
The main body of your proposal must be limited to 15 pages, exclusive of a transmittal letter

(limited to two pages) and any accompanying appendices. Proposers bear all costs associated
with the preparation and submission of their proposal.

All proposals must be submitted online via the SFBid website (www.sfbid.sfwater.org). Detailed
proposal response requirements are listed on the online response form within SFBid (“Proposal
Response Form”). Please refer to the SFBid website and click the “Submit Proposal” button to
view and complete the full Proposal Response Form.

Proposals must be submitted no later than 5:00 PM Pacific Daylight Time, Tuesday, August 15,
2017.

For technical or procedural questions regarding the online submittal, please contact
stbid@sfwater.org.
|

After reviewing the responses to this RFP, the SFPUC will notify respohdents shortly thereafter,
per the schedule set forth in Section 4 herein.
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7. EVALUATION PROCESS

The SFPUC will evaluate proposals based on the following criteria:.

Respondent Qualifications -~ - - -~ -~ - - -10%
Experience - L - 15%
Proposed Credit Terms & Provisions - -~ --35%
Fees and Pricing- - -~ -~ - -+ - - - 40%

"The SFPUC reserves the right to consider other factors than those specified above and to
request. additional information from Respondents as needed. The SFPUC reserves the right to
cancel this solicitation without liability to the banks responding. The SFPUC does not anticipate
conducting oral interviews for this RFP. However, the SFPUC reserves the right to contact any
bidder for additional information or clarification of the terms of the proposal. The SFPUC has
engaged Clean Energy Capital Securities LLC (“Clean Energy Capital”) as its independent:
financial advisor with respect to CleanPowerSF’s procurement of credit and power supply.

8. BIDDERS’ CONFERENCE

A bidders” conference will be held on Friday, July 28th from 10:00 am to 12:00 PM Pacific
Daylight Time. It will be conducted at the SFPUC’s headquarters in San Francisco (525 Golden
Gate Avenue, 3rd Floor Tuolumne Conference Room). Arrangements will be provided for
telephonic participation in this conference. Questions regarding the RFP will be addressed at
this conference and any new information will be provided at that time. While SFPUC staff
and/or Clean Energy Capital may provide oral clarifications, explanations, or responses to any
inquiries, the SFPUC is not bound by any oral representation. If any new and/or substantive
information _i's provided in response to questions raised at the bidders’ conference, such
information will be memorialized in a written addendum to this RFP.

All questions and/or requests for information concerning the RFP, whether submitted before or
after the bidders’ conference, must be in writing and submitted via the SFBid website
(https://sfbid.sfwater.org/). Substantive replies will be memorialized in written addenda to be
made part of this RFP. All addenda will be posted on the SFBid website. No questions or
requests for information will be accepted after August 1, 2017.
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LIST OF ATTACHMENTS
CleanPowerSF unaudited financial statements for the 9 months ended. March 31, 2017.

Pro forma comparison: Initial Projection versus actual results through March 2017.

Pro forma projections for City-Wide Rollout.
Excel version of CleanPowerSF pro forma.

Form of Monthly Statement for ongoing reporting of CleanPowerSF customers and
revenues. '
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1. INTRODUCTION AND BACKGROUND

The City and County of San Francisco (“City”), acting by and through its Public Utilities Commission,
Power Enterprise (“SFPUC”), launched the first phase of CleanPowerSF, the City’'s Community
Choice Aggregation Program (“CCA Program”) in May 2016.

Today, CleanPowerSF is serving approximately 76,000 accounts with an annual energy requirement
of approximately 535 gigawatt-hours (“GWh"). The program has maintained an opt-out rate of
about 3.3%, and has attracted more than 1,800 pre-enrollments and 2,800 upgrades to
CleanPowerSF’s 100% renewable SuperGreen product.

The SFPUC intends to complete citywide enrollment in the CleanPowerSF program by the summer .
of 2019. Upon full implementation, CleanPowerSF expects to serve approximately 360,000 retail
accounts with total annual energy sales of approximately 3,600 GWh. To support citywide
enrollment, CleanPowerSF issued a Renewable Energy Request for Offers (“RFO”) on June 22, 2017.
The SFPUC antlupates entering into multiple short- and long-term renewable energy contracts as a
result of the June 22" solicitation.

As described more fully below, this RFO for Shaped Energy is intended to complement the
Renewable Energy RFO by seeking bids for shaped energy, short-term renewable energy,
environmental attributes and Resource Adequacy (“RA”) capacity. Specifically, the SFPUC seeks
bids for energy products described in the Product Specifications sheet (Attachment A), consistent
with the quantities, delivery periods, and renewable content quantities specified in the Bid
Workbook (Attachment B) and that meet the following general criteria: ‘

e Minimum annual energy delivery of 219,000 megawatt-hours (“MWh”) per year
e [nitial delivery date ranging from May 2018 — April 2020

-e  Terms ‘ranging from 1 year to a maximum of 3 years.

The City, acting by and through its Public Utilities Commission, CleanPowerSF, anticipates entering
into contracts (Power Purchase Agreements or “PPAs”) with one or more winning Respondents
through this RFO. The City’s payment obligations under the contract(s) executed through the RFO
will be special limited obligations of the City payable solely from the revenues of CleanPowerSF.

The SFPUC expects to s.upport CleanPowerSF’s financial obligations under the PPA’s awarded
through this RFO with standby letters of credit from an investment-grade bank. The SFPUC will
evaluate bids submitted hereunder on an all-in cost basis, considering the cost of credit support as
well as the other bid parameters proposed by Respondents. For this reason, a Respondent
proposing a lower requirementt for credit support will be favored over a Respondent pfoviding a
higher requirement for credit support, all else equal.

1.1 The SFPUC

" The SFPUC is a City department that provides drinking water to 2.5 million customers in the four (4)
Bay Area counties of Alameda, Santa Clara, San Mateo and San Francisco; greenhouse gas (“GHG”)-
free and renewable electricity in and around San Francisco, and; wastewater services within the
City. Headquartered at 525 Golden Gate Avenue in San Francisco, the SFPUC has approximately
2,300 employees with a combined annual budget of approximately $1 billion. The SFPUC’s mission
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is to provide our customers with high quality, efficient and reliable water, power, and sewer
services in a manner that is inclusive of environmental and community interests, and that sustains
the resources entrusted to our care.

The SFPUC is comprised of three (3) separate enterprises. The SFPUC Water Enterprise is

- responsible for managing the transmission, treatment, storage and distribution of potable water to
San Francisco’s wholesale and retail customers, and the production of hydroelectric power. The
SFPUC Wastewater Enterprise is responsible for managing the collection, treatment.and disposal of
San Francisco’s wastewater. The SFPUC Power Enterprise (AA-/A+ long-term bond ratings from
Fitch/Standard and Poor’s) is responsible for managing retail power sales and service to both its
CleanPowerSF and public utility customers, power transmission and scheduling, energy efficiency
programs, street lighting services, utilities planning for redevelopment projects, energy resource
planning efforts, and various other ehergy services.

The San Francisco Board of Supervisors adopted Ordinance 86-04 in 2004 authorizing the
establishment of a CCA program in San Francisco. Pursuant to the San Francisco Charter, the SFPUC
is responsible for the management of CleanPowerSF. As a division of the Power Enterprise, the
CleanPowerSF program is under the direct administrative oversight of its Assistant General
Manager, who in turn reports to the SFPUC General Manager. The program is funded by
CleanPowerSF ratepayers. The goals of CleanPowerSF are to provide (1) affordable and reliable
electricity services to San Francisco residents and businesses, (2) cleaner energy alternatives
advancing the City’s Greenhous Gas reduction goals; (3) investment in local renewable energy
projects and jobs; and (4) long-term rate and financial stability.

2. ATTACHMENTS

The following attachments are included with this RFO:

. Attachfhent A: Product Specifications

e Attachment B: Bid Workbook (must be submitted with the bid)
. Attachmént C: Form PPA

e Attachment D: Notice of Intent to Bid

Electronic versions of Attachments A, B, C, and D are available for download here:
https://sfpuc.sharefile.com/d-s3788cabcece48b58

| | , |

3. PRODUCTS SOUGHT

The SFPUC is seeking proposals for the sale and purchase of the following energy supply products. '
Additional specifications regarding the terms for products sought are provided in Attachment A.

CleanPowerSF has provided the maximum energy quantities and indicative hou'rly load shapes in
Attachment B — Bid Workbook. These volumes are indicative and will be refreshed. Respondents are
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encouraged to bid all available volumes up to the specn‘led maximum, as the SFPUC will consider
bids of lesser volumes. '

Respondents may bid on one or multiple products identified below and may submit more than one
bid for a particular product. If necessary, Respondents may copy tabs of the bid workbook to
submit multiple bids for a particular product. '

3.1 Shaped Energy

The SFPUC is seeking bids for electric energy delivered to the North-of-Path 15 (“NP 15”) trading
hub [TH_NP15_GENAPND], as defined by the California Independent System Operator {“CAISO”),
and shall be responsible for scheduling energy via mter~schedu|mg coordinator trades with
CleanPowerSF’s designated scheduling coordinator.

The maximum energy quantities, indicative hourly load shapes, and contract delivery periods
sought by CleanPowerSF are provided in Attachment B — Bid Workbook (Exhibit A-1, Shaped
Energy). Respondents may submit bids to supply the monthly energy quantities and the weekday
and weekend shapes identified in the Bid Workbook. Respondents may also submit bids to supply
conventional blocks of energy, such as around-the-clock (“ATC”) or 7x24, on peak (“On Peak”) or
6x16, or off peak (“Off Peak”) 7x8 products, in 25 MW increments, up to the total monthly quantities
identified in Exhibit A-1. Please note specifics of blocks offered in Attachment B — Bid Workbook
(Exhibit A-2 Block Energy).

Respondents must describe whether they intend to source the requested energy supplies from: 1)
generating units owned by the Respondent; 2) generating units controlled under contract (and
identified as specified sources to CleanPowerSF); and/or 3) unspecified CAISO market purchases.
Where possible, any specified generating sources to be used in fulfilling delivery of the proposed
power supplies should be identified by the Respondent or be identified as “to be determined” in
the Respondent’s bid materials.

3.2 Renewable Energy

The SFPUC seeks bids for renewable energy from qualifying renewable resources (“Eligible
Renewable Resources”) that meet the eligibility criteria established under California’s Renewable
Portfolio Standard (“RPS”) program, consistent with Public Utilities Code Section 399.12 and Section
25741 of the California Public Resources Code. '

The SFPUC seeks proposals that include renewable energy products meeting the delivery
requirerments established for Portfolio Content Category 1 (“PCC|1”) and Portfolio Content Category
2 (“PCC 2"). PCC 2 energy must comply with the requirements set forth in California Public Utilities
Commission Decision 11-12-020 and Incremental Energy deliveries shall not be sourced from coal

* or nuclear resources. The maximum annual volumes of PCC 1 and PCC 2 renewable energy sought
by CleanPowerSF are provided in‘Attachment B.- The SFPUC expects that all renewable energy

- certificates associated with the contracted renewable energy product volumes will be transferred
by the proposer, in a timely manner, to CleanPowerSF via the Western Renewable Energy
Generation Information System (“WREGIS”).
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The SFPUC has a preference for renewable generating resources located within California and
within the nine (9) San Francisco Bay Area Counties. California-based resources and resources
located within the nine (9) San Francisco Bay Area Counties will receive higher evaluative
preference when the SFPUC reviews responses to this RFO.

' 3.3 Carbon-Free Energy

The SFPUC is also seeking bids for additional carbon free energy to supplement the aforementioned
renewable energy volumes to meet the following annual portfolio carbon emissions targets, in
pounds of carbon dioxide equivalents (lbs CO,e) per megawatt-hour:

2018:200
2019: 185
2020: 170
2021: 155

For purposes of this solicitation, carbon free energy will be limited to unit-specific hydroelectric
energy produced by California-based or regional generators located within the Western Electricity

- Coordinating Council and directly deliverable to the CAISO Balancing Authority Area. The SFPUC will
require Respondents to provide documentation (e.g., meter reads, e-Tags) to substantiate the
production and delivery of the carbon free energy to support the reporting of such volumes in
CleanPowerSF’s Power Source Disclosure Report, as required by the California Energy Commission.

Annual carbon free energy volumes are provided in Exhibit C of Attachment B. Respondents may
submit bids identifying specific volumes of additional carbon free energy to be provided, or may
commit to energy volumes featuring mix of conventional and carbon-free resources that achieve the
annual CO, emissions rates. The emissions rate calculation is set forth in Exhibit B of Attachment C.

3.4 Resource Adequacy (“RA”) Capacity

The SFPUC seeks bids for Firm RA Capacity® satisfying applicable requirements for the following
capacity products: System RA (NP 15); Local RA, and a sufficient quantity of Flexible RA (from -
qualified generating resources) located within NP 15. RA products are to be provided/scheduled
over a minimum term of one (1) year commencing in May 2018. Local RA is to be
provided/scheduled from resources located within the PG&E “Greater Bay Area” and the “Other
PG&E" local capacity areas, as specified in Attachments A and B (Exhibit D — RA Capacity). Final RA
volumes will be provided before bidders are required to submit their best and final offer.

1

! The SFPUC is seeking RA bids for Firm RA Capacity, but is willing to consider bids for Contingent Firm RA Capacity.

459



4. RFO TIMELINE AND INSTRUCTIONS TO RESPONDENTS
4.1 RFO Timeline |

RFO issued - - | september 8, 2017

Deadline to submit non-binding Notice of Intent

to Bid Form (“NOI") September 13, 2017 at 5:00 PM

Deadline to submit questions September 13, 2017 at 5:00 PM
Responses to questions-provided September 15, 2017

Deadline to submit bids | September 22, 2107 at 5:00 PM
Notification of shortlisted Bidders September 27,2017 -

PPA negotiations and contract approval October —Decembér 2017 (estimated)
Best and Final Offer and PPA execution Starting in December 2017

4.2 No.tice of Intent to Bid

By September 13, 2017 at 5:00 PM, Bidders are strongly encouraged to return a completed Notice
of Intent to Bid (“NOI”), as found in Attachment E via email to powerpurchasing@sfwater.org. All '
NOI submissions should include the number and title of the RFO. Submission of a NOl is not a
prerequisite to a bid submittal.

4.3 Bid Documents

The submission of a bid shall be deemed a representation and certification by the Respondent that:

e Respondent has read and understands the information provided by the SFPUC in this RFO
and the information is the basis for the submission of Respondent’s bid;

* Respondent has the financial and technical capability to successfully undertake and
complete the responsibilities and obligations described in the bid submitted by Respondent;

¢ The SFPUC has the right to make any inquiry of Respondent or any third party it deems
~ appropriate to substantiate or supplement information supplied by Respondent, and
Respondent hereby grants the SFPUC permission to make these inquiries, and Respondent
agrees to provide any and all requested documentation or information in a timely manner. |

No request for modification of any bid shall be considered by the SFPUC after the submission of a
bid on the grounds that the Respondent was not fully informed of any fact or condition stated in
this RFO. '

4.4 Addenda/Clarifications

Respondents are responsible for reviewing all portions of this RFO. Respondents are to promptly
notify the SFPUC, in writing, if the Respondent discovers any ambiguity, discrepancy, omission, or
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other error in the RFO. Any such notification should be directed to the SFPUC promptly after
discovery, but in no event later than five working days prior to the date for receipt of bids.
Modifications and clarifications will be made by addenda as provided below.

Any interpretation of, or change in, the RFO will be made by addendum and shall become a part of
the RFO and of any Agreement awarded. Addenda will be distributed and posted on the
CleanPowerSF Energy Procurement website (https://sfwater.org/index.aspx?page=1174).

The SFPUC will make reasonable efforts to distribute and post in a timely manner any modifications
to the RFO on the CleanPowerSF Energy Procurement website
(https://sfwater.org/index.aspx?page=1174). The Respondent shall be résponsible for ensuring that
its bid reflects any and all addenda posted by the SFPUC prior to the bid due date regardless of
when the bid is submitted. The SFPUC will not be responsible for any other explanation or
interpretation.

4.5 Bid Submissions

Respondents must deliver their RFO response via email to powerpurchasing@sfwater.org by the
deadline listed above. The subject line of the email shall be: “CleanPowerSF Shaped Energy RFO
Response.” Proposals must provide all of the information requested in this RFO in a summary
document, not to exceed 10 pages. In addition, each proposal must include a cover letter signed by
an individual authorized to obligate the Respondent to fulfill the commitments contained in the
proposal. The letter must include the following: (1) a statement identifying the Lead Respondent if a
JV is responding to this RFO; (2) a contact for all communications pertaining to the Respondent’s
proposal (include telephone number, fax number, e-mail address and mailing address); (3) a
statement of the Proposer’s overall ability and qualifications to conduct the work described in this
RFO; and (4) a statement that the proposal meets the Bid Requirements set forth in Section 5.

Attachment B to this RFO must be completed and attached as an Excel spreadsheet format with the
bid in order for the bid to be considered. ’

Bids must be submitted no later than 5:00 p.m. on Friday, September 22, 2017. Respondents whose
bids are selected for the RFO shortllist may be invited to submit optional supplemental materials.

For technical or procedural questions regarding the online submittal, please contact
powerpurchasing@sfwater.org.

4.6 Amendment or Withdrawal of Bids

A Respondent may amend or withdraw its bid at any time before the expiration of the tir|ne for the
submission of bids by (1) delivering a redlined version of the bid submittal in the same manner as
specified for the original bid submittal, or (2) delivery of a written request for withdrawal, signed by,
or on the behalf of, the Respondent.

4.7 Rights of the SFPUC

This RFO does not commit the SFPUC to enter into a contract with any Respondent nor does it
obligate the SFPUC to pay for any costs incurred in preparation and submission of bids or in
anticipation and execution of a contract. The SFPUC reserves the right to:
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* Make the selection of bids based on its sole discretion;

« Reject any and all bids;
» Request any and all Respondents to provide additional information under this RFO;

* Prior to the submission deadline for bids, modify all or any portion of the selection
procedures, including deadlines for accepting responses, the specifications or requirements

for any supplies to be provided under this RFO, or the requirements for contents or format
of the bids; ‘

* Inits sole discretion and without notice, suspend, or terminate this RFO without liability to
any Respondent;

. lssue subsequent Requests for Offers or Proposals;

» Remedy technical errorsin the RFO process or documents;
. ApproVe or disapprove the use of particular subcontractors;
« Negotiate with any or all of the Respondents;

¢ Accept a bid or bids that are not the lowest price offer;

» Waive informalities and irregularities in the bids; and/or

e Enterinto a contract with another Respondent in the event the originally. selected
~ Respondent(s) defaults or fails to execute a contract with the SFPUC.

This RFO does not constitute an offer to buy or create an obligation for the SFPUC, CleanPowerSF,
and/or City to enter into an agreement with any entity, and the SFPUC, CleanPowerSF, and City shall
not be bound by the terms of any bid until the parties have entered into a fully executed

" agreement.

Failure by the SFPUC to object to an error, omission, or deviation in the bid will in no way modify
the RFO or excuse the Respondent from full compliance with the specifications of the RFO or any
contract awarded pursuant to this RFO. No waiver by the City of any provision of this RFO shall be
implied from any failure by the City to recognize or take action in response to a failure by a
Respondent to observe any provision of this RFO. No Respondent responding to this RFO shall
obtain any claim or right.of action against the SFPUC by reason of any aspect of the RFO, and
defects or abnormalities contained herein, and defects or abnormalities in the selection process,
the rejection of any bid, the acceptance of any bid, any statements, representation, acts or -
omissions of the SFPUC, the exercise of any SFPUC discretion set forth in or with respect to any of
the foregoing, and any and all other matters arising out of all or any of the forggoing.

5. BID REQUIREMENTS

This section sets forth the guidelines for the content and format of bids. Each Respondent shall
submit their proposal with a Proposal Narrative, not to exceed 10 pages, a Bid Workbook, and any
other supplemental information requested. Respondents may submit one or more bids in response
to this RFO using the Bid Workbook. Respondents should review the instructions provided in the
Bid Workbook (Attachment B) for additional information regarding the organization and submittal
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of bids. The SFPUC anticipates entering into contracts with one or more winning Respondents
through this RFO.

5.1 Proposal Narrative

The City is seeking bids from entities sufficiently qualified, experienced and capable of providing the

desired energy products. The following is a list of the City’s minimum requirements for the Proposal
Narrative.

A description of the prbposed products offered.

A description of the Respondent, its organization, key personnel, and operations, and
provide similar information for any third parties that would be relied upon to provide the
proposed services. If the Respondent is a Joint Venture (“JV”), include a description of
the organization, relationships, and defined responsibilities of all Partners in the JV and

* any previous project-specific associations of the JV Partners.

A description of Resbondent’s overall ability and qualificatio'ns to deliver the energy
products described in the bid, including descriptions of power purchase agreements
which are generally similar to those addressed in the Respondent’s bid.

A demonstration of the Respondent’s financial viability by providing access to the
following documentation:

o Audited financial statements from the previous two years and a recent quarterly
financial report (or a web link where such information is accessible).

o [If available, the credit rating history of the Respondent {or its guarantor) for the

previous two years from two of the following: Standard & Poor’s, Moody’s, or
Fitch Investor Services. '

o If the Respondent’s (or its guarantor’s) credit rating is below investment grade
(below BBB-/Baa3), or falls below investment grade during the contract term,
confirmation that the Respondent will provide equivalent credit support for the
duration of the contract through cash collateral, a letter of credit, a first or
second lien on the generating facilit(ies) or an alternative equivalent credit

mechanism.

e A description of the assumptions for credit support that underlie Respondent’s proposal.
This description should summarize Sellers expectations/requirements for Buyer’s
collateral posting. For example, Respondent should state whether the collateral posting
is expected to cover the entire monthly payment or only the termination payment
amount, and whether the collateral posting requirement will be capped at a fixed

amount. This description will be used to estimate the SFPUC’s cost of credit support for
each Respondent’s proposal.

5.2 Bid Criteria
The following bid criteria apply:.
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All energy bids must be submitted for firmed and-shaped product.

- Theselected Respondent(s) will be responsible for transferring the specified energy

_quantities to CleanPowerSF at the designated delivery point through the CAISO inter-
scheduling coordinator trading process. Respondents shall serve as their own SC or make
arrangements for a third party SC at no cost to CleanPowerSF.

Deliveries shall be equivalent to 100% of the volumes specified by the Respondent in its Bid
Workbook (Attachment B) and may be from multiple generating facilities so long as each

~ facility meets the qualifying criteria set forth in this RFO. Bids shall provide fixed hourly
quantities delivered in the form of hourly shapes identified in Exhibit A-1 or standard blocks
of energy (e.g., 7x24, 7x8, 6x16) to be specified by the Respondent in Exhibit A-2.

--Energy deliveries shall NOT be shaped or firmed with coal or nuclear resources.

. All renewable energy deliveries must meet the eligibility criteria for either PCC 1 or PCC 2.
_Incremental Energy associated with PCC 2 deliveries shall not be sourced from coal or nuclear
resources...

Product pricing:'

o For Shaped Energy, bids are to be provided as a fixed $/MWh price for each calendar
year (or portion thereof) of the proposed contract term for delivery to the generator
node; and NP 15 trading hub, defined as TH_NP15_ GENAPND by the CAISO.

o For Renewable Energy, bids are to be provided as a fixed S/MWh price premium
(expressed as an adder on top of the shaped enekgy price) for each calendar year (or
portion thereof) of the proposed contract term.

o For Carbon Free Energy, bids are to be provided as a fixed S/MWh price premium
(expressed as an adder on top of the shaped energy price) for each calendar year (or
portion thereof) of the proposed contract term.

o For RA capacity, bids are to be provided as a fixed $/kW-month price for each
calendar year (or portion thereof) of the proposed contract term.

Each pricing option shall remain unchanged throughout the entire contract term and shall
not be adjusted by periodic escalators or time of delivery multipliers/factors.

o The SFPUC is seeking bids for Firm RA Capacity, but will consider bids for Contingent
Firm RA Capacity

Contract term shall be no morc? than three (3) years (not including optional extension |
terms). : -

A delivery commencement date no soconer than May 1, 2018 and no later than April 30,
2020. :

A minimum hourly quantlty of no less than 1 MW.

Total annual deliveries shall be at least 219,000 MWh and no more that the annual
quantities identified in Attachment B, Exhibit A-1.
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5.3 Green-e Energy Eligibility

_CleanPowerSF has a preference for renewable generating resources that are Green-e Energy
eligible to mieet its needs for customers that choose CleanPowerSF’s Premium Product.
Respondents should review the currently effective Green-e Energy National Standard for
information regarding the eligibility criteria for such resources and indicate in their bid if they
intend to deliver renewable energy meeting the Green-E Energy standard for all or part of the
volume offered.

A copy of the Green-e Energy National Standard as well as additional information regarding the
Green-e Energy program can be accessed via the following web link:

http://www.green-e.org/getcert re stan.shtmi#istandard.

6. CONTRACT FORM

The SFPUC intends to execute power purchase agreements with one or more selected respondents
using the SFPUC’s Form PPA included as Attachment C. However, the Form PPA will be amended as
necessary to reflect the elements of the selected bids, for example, additional language for PPC 2
energy deliveries, or optional bid components. The SFPUC may elect to use a Western System
Power Pool (“WSPP”) Confirmation for shorter term contracts. The PPA may be subject to review
and approval by the San Francisco Public Utilities Commission and the Board of Supervisors.

7. SELECTION CRITERIA

The SFPUC will evaluate the bids provided in response to this RFO to establish a balanced, viable
portfolio of supply for the CleanPowerSF program. Development of the portfolio will consider the
following criteria:

e Qualifications and Experience of the Respondent. The experience and frack record of the
Respondent and key personnel; financial strength and viability of Respondent and if
applicable, its partners; credit support to be provided, if credit rating is below investment
grade; years of experience; and volume of energy supplied in the most recent calendar year
(e.g., 2016).

e Total Cost of Bid and Value to CleanPowerSF. The impact of the proposed pricing in relation
to the target CleanPowerSF rates (i.e., providing lowest total costs); contribution to
CleanPowerSF price stability and competitiveness; and the impact of the bid on
CleanPowerSF's residual market exposure, financial risk and collateral requiéements.

e Bid Compatibility with CleanPowerSF’s Portfolio Requirements. The SFPUC’s evaluation will
consider the compatibility of a bid’s proposed monthly energy deliveries, environmental
attributes and RA Capacity quantities and attributes with CleanPowerSF’s near-term needs.

e Generating Resource Location. The SFPUC will also consider the location of proposed
generating resources. California-based renewable and carbon-free resources and
renewable resources located within the nine (9) San Francisco Bay Area Counties are

~ preferred.
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The SFPUC reserves the right to consider other factors than those specified.above and to request

additional information from Respondents as needed to assist in selecting the proposal(s) for further
consideration.

The SFPUC does not anticipate conducting oral interviews for this RFO. However, the SFPUC

reserves the right to contact any Respondent for additional information or clarification of the terms
of the bid. :

8. PROTEST PROCEDURES

8.1 Protest of Non-Responsiveness Determination

After receipt of proposals, the SFPUC will conduct an Initial Screening of submitted proposals as set
forth in Section 5 of this RFO. If staff determines that a proposal should be rejected because it is
“either non-responsive to RFO requirements or is otherwise unacceptable (i.e., fails to meet the

. minimum qualification requirements set forth in the RFO), then the City will issue a Preliminary
Notice of Proposal Rejection to the applicable Respondent(s).

If a Respondent believes that the City has incorrectly determined that its proposal should be
rejected, Respondent may submit a written notice of protest within five (5) working days of the
SFPUC's issuance of a Preliminary Notice of Proposal Rejection. Such notice of protest must be .
received by the SFPUC on or before the fifth (5th) working day following the SFPUC's issuance of the
Preliminary Notice of Proposal Rejection. The notice of protest must include a written statement
specifying in detail each and every one of the grounds asserted for the protest. The protest must be
signed by an individual authorized to represent the Respondent, and must cite the law, rule, local
ordinance, procedure or RFO provision on which the protest is based. In addition, the Respondent
must specify facts and evidence sufficient for the SFPUC to determine the validity of the protest.
The City, at its discretion, may make a determination regarding a protest without requesting further -
documents or information from the Respondent who submitted the protest. Accordingly, the initial
protest must include all grounds of protest and all supporting documentation or evidence
reasonably available to the prospective Respondent at the time the protest is submitted. If the
Respondent later raises new grounds or evidence that were not included in the initial protest, but
which could have been raised at that time, then the City may not consider such new grounds or
new evidence. ‘

Upon receipt of a timely and proper protest, the City will review the protest and conduct an
investigation as it deems appropriate. As part of its investigation, the City may consider information
provided by sources other than Respondent. The City may also consider §upplemental '
correspondence or other information relating to the original ground(s) of Protest submitted by a
protesting Respondent to the extent the City determines that such information will assist it in
resolving the Protest. At the completion of its investigation, the City will provide a written
determination to the Respondent who submitted the protest.

Protests not received within the time and manner specified will not be considered.

If a Respondent does not protest a Preliminary Notice of Proposal Rejection within the time and in
the manner specified, above, then the City's determination set forth in the Preliminary Notice will
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become final. A Respondent's failure to protest as specified above on or before the time specified
above shall constitute a complete and irrevocable waiver of the ground(s) of protest and forfeit the
Respondent's right to raise such ground(s) of protest later in the procurement process, in a
Government Code Claim, or in other legal proceedings,

8.2 Protest of Agreement Award

As soon as the PPAs with the selected Respondent(s) are finalized, the SFPUC will post notice of the
award on the CleanPowerSF Energy Procurement website ‘
(https://sfwater.org/index.aspx?page=1174). Within five (5) working days of the posting of the
notice, any Respondent that has submitted a responsive proposal and believes that the City has
unfairly selected another Respondent may submit a written notice of protest. '

The notice of protest must include a written statement specifying in detail each and every one of
the grounds asserted for the protest. The protest must be signed by an individual authorized to
represent the Respondent, and must cite the law, rule, local ordinance, procedure or RFO provision
on which the protest is based. In addition, the Respondent must specify facts and evidence
sufficient for the City to determine the validity of the protest. All protests must be received by the
SFPUC on or before the fifth (5th) working day following the SFPUC’s posting of the notice of award.

8.3 Delivery of Protests

If a protest is mailed, the protestor bears the risk 6f non-delivery within the deadlines specified
herein. Protests should be transmitted by a means that will objectively establish the date the City
received the protest. Protests.or notice of protests made orally (e.g., by telephone) will not be
considered. Protests must be delivered to:

San Francisco Public Utilities Commission
Contract Administration Bureau

RE: CleanPowerSF Shaped Energy RFO (PRO.0089)
525 Golden Gate Avenue, 8th Floor

San Francisco, CA 94102

9. ADDITIONAL SFPUC REQUIREMENTS

9.1 Respondent Proprietary Information

In accordance with San Francisco Administrative Code Section 67.24(e), bids, responses to RFOs and
all othler records of communications between the City and persons or firms seeking contracts shall
be open to inspection immediately after a contract has been awarded. Nothing in this provision
requires the disclosure of a private person’s or entity's net worth or other proprietary financial data
submitted for qualification for a contract or other benefits until and unless that person or
organization is awarded the contract or benefit. Information provided which is covered by this
paragraph will be made available to the public upon request.

Proprietary data shall be specifically identified on every applicable page of the Respondent’s
proposal; Respondents should mark or stamp applicable sections and information as “Confidential”
or “Proprietary”. The City does not acknowledge, warrant, represent, or guarantee that any '

12

467



information so designated will be treated as confidential or proprietary information if disclosure is
required under any applicable state, federal, or City law or regulation.

9.2 The Campaign Reform Ordinance

Responvdents must comply with Section 1.126 of the San Francisco Campaign and Governmental
Code, which states: .

No person who contracts with the City and County of San Francisco for the
rendition of personal services, for the furnishing of any material, supplies or
equipment to the City, or for selling any land or building to the City, whenever such
transaction would require approval by a City elective officer, or the board on which
that City elective officer serves, shall make any contribution to such an officer, or
candidates for such an office, or committee controlled by such officer or candidate
at any time between commencement of negotiations for such contract until (1) the
termination of negotiations for such contract; or (2) three months have elapsed
from the date the contract is approved by the City elective officer, or the board on
which that City elective officer serves.

If a Respondent is negotiating for a contract that must be approved by an elected local officer or
the board on which that officer serves, during the negotiation period the Respondent is prohibited
from making contributions to:

~» The officer’s re-election campaign;
A candidate for that officer’s office; and

* A committee controlled by the officer or candidate.

The negotiation period begins with the first point of contact, either by telephone, in person, orin .
writing, when a Respondent approaches any city officer or employee about a particular contract, or
a city officer or employee initiates communication with a potential Respondent about a contract.
The negotiation period ends when a contract is awarded or not awarded to the Respondent.
Examples of initial contacts include: (i) a vendor contacts a city officer or employee to promote
himself or herself as a candidate for a contract; and (ii) a city officer or employee contacts a
Respondent to propose that the Respondent relating to a RFO, and requests to be placed on a
mailing list do not constitute negotiations. Violation of Section 1.126 may result in the following
criminal, civil, or administrative penalties:

1. Criminal: Any person who knowingly or willfully violates Section 1.126 is subject to a fine of
up to $5,000 and a jail term of not more than six months, or both.

2. Civil: Any person who intentionally or negligently violates Section 1.126 may be held liable in
a civil action brought by the civil prosecutor for an amount up to $5,000.

3. Administrative: Any person who intentionally or negligently violates section 1.126 may be
held liable in an administrative proceeding before the Ethics Commission held pursuant to
the Charter for an amount up to $5,000 for each violation.
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- 10. DEFINITIONS

“Applicable Law” means any statute, law, treaty, rule, tariff, regulation, ordinance, code, permit,
enactment, injunction, order, writ, decision, authorization, judgment, decree or other legal or
regulatory determination or restriction by a court or Governmental Authority of competent
jurisdiction, or any binding interpretation of the foregoing, as any of them is amended or

supplemented from time to time, that apply to either or both of the Parties or the terms of the
Agreement.’

“ATC” means around-the-clock from hour ending 0100 through hour ending 2400 Monday through
Sunday, or 7x24.

| “Buyer” means City and County of San Francisco, acting by and through its Public Utilities '
Commission, CleariPowerSF.

“CAISO” means the California Independent System Operator Corporation or the successor
organization to the functions thereof.

“CAISO Tariff” means the California Independent System Operator Corporation, Fifth Replacement

Federal ERC Electric Tariff as it may be amended, supplemented or replaced (in whole or in part)
from time to time.

“CEC” means the California Energy Commission.

“City” means the City and County of San Francisco.

“CleanPowerSF” means the community choice aggregation program operated by City.
“CPUC” means the Cahforma Public Utilities Commission.

“ERR” shall mean an Ehglble Renewable Energy Resource as such term is defined in Public Utlhtles
Code Section 399.12 or Section 399.16.

“Green Attributes” means any and all credits, benefits, emissions reductions, offsets, and -
allowances, howsoever entitled, attributable to the generation from a Project, and its avoided -
emission of pollutants. Green Attributes include but are not limited to Renewable Energy Credits, as
well as: (1) any avoided emission of pollutants to the air, soil or water such as sulfur oxides {SOx),
nitrogen oxides (NOx), carbon monoxide (CO) and other pollutants; (2} any avoided emissions of
carbon dioxide (CO2), methane (CH4), nitrous oxide, hydrofluorocarbons, perfluorocarbons, sulfur
hexafluoride and other greenhouse gases (GHGs) that have been determined by the United Nations
Intergovernmental Panel on Climate Change, or otherwise by law, to contribute to the actual or '
potential threat of altering the Earth’s climate by trapping heat in the atmosphere; (3) the reporting
rights to these avoided emissions, such e}s Green Tag Reporting Rights. Green Tag Reporting Rights
are the right of a Green Tag Purchaser to report the ownership of accumulated Green Tags in
compliance with federal or state law, if applicable, and to a federal or state agency or any other
party at the Green Tag Purchaser’s discretion, and include without limitation those Green Tag
Reporting Rights accruing under Section 1605(b) of The Energy Policy Act of 1992 and any present
or future federal, state, or local law, regulation or bill, and international or foreign emissions trading
program. Green Tags are accumulated on a MWh basis and one Green Tag represents the Green
Attributes associated with one (1) MWh of Energy. Green Attributes do not include (i) any energy,
capacity, reliability or other power attributes from a project, (if) production tax credits associated
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with the construction or operation of a project and other financial incentives in the form of credits,
reductions, or allowances associated with the project that are applicable to a state or federal
income taxation obligation, (iii) fuel-related subsidies or “tipping fees” that may be paid to Seller to
accept certain fuels, or local subsidies received by the generator for the destruction of particular
preexisting pollutants or the promotion of local environmental benefits, or (iv) emission reduction
credits encumbered or used by a project for compliance with local, state, or federal operating
and/or air quality permits. If a Project is a biomass or biogas facility and Seller receives any tradable
Green Attributes based on the greenhouse gas reduction benefits or other emission offsets
attributed to its fuel usage, it shall provide Buyer with sufficient Green Attributes to ensure that
there are zero net emissions associated with the production of electricity from the Project.

“GWh” means gigawatt-hour.

”Inter-Scheduling Coordinator” or “Inter-SC Trades” has the mean.ing 