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BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking to Implement
Portions of AB117 Concerning Community
Choice Aggregation

Rulemaking 03-10-003

REBUTTAL TESTIMONY OF PAUL FENN ON BEHALF OF LOCAL POWER

Q: Have you previously submitted testimony in this phase of the proceeding?

A: Yes, my Opening Testimony was distributed on April 28, and my Reply

Testimony distributed on May 12 after Judge Malcolm granted my Motion to Accept

Late Filing until that date.

Q: What is the purpose of this reply testimony?

A: I am responding to the direct and reply testimony submitted by other parties to

this Community Choice Aggregation (CCA) rulemaking, particularly with respect to

issues regarding the process for handling CCA implementation plans at the Commission,

the “open season” for CCAs to declare their intent to provide service, tariff issues raised

by the investor-owned utilities (IOUs) and other parties, including CCAs, and matters

relating to the calculation of the CCA Cost Responsibility Surcharge (CRS). Failure to

comment on any particular issue does not imply any position on such issues.

Q: Do you agree with the Reply Testimony of the utilities indicating that there is no

basis for limiting a CCA CRS Liability based on the contents of an Implementation Plan?

A: No, there clearly is a basis for identifying benefits . 
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Q: Can you estimate the benefits based on an example?

A: I will propose the attribution of a Kwh Rate for the

Implementation Plan approved with recommendation by the

San Francisco Local Agency Formation Commission on May

13, 2005 and which will be considered for adoption by the

Board of Supervisors. This involves the installation of 360

MW of renewables, conservation and energy efficiency over the first

three years of the ESP contract. I would estimate liability for externalities with a

sSummary estimated benefit: .6 to 1.3 cents/kilowatt hour of new renewables).

This consists of  Kwh rate for emissions damages set by EU under ExternE, NOx

emissions currently valued over cap thresholds in US,  CO2 value per ton trading

at near 16 Euro; US and CA regulation cases pending,  Emission control of other

pollutants (PM10; SO2; O3) reflected in new capacity costs.  Total cost of

emissions for SF under ExternE ranges for SF can be estimated at between .6 and

1.3 cents per kilowatt hour, with the majority of environmental benefit going

outside the City. (e.g., Bay Region, Central Valley, Sierras, etc.)  This value is

assessed as renewable power comes on-line as i) newly built renewable and

efficiency/conservation infrastructure in San Francisco/CCA jurisdiction limits

and ii) excess RPS portfolio beyond PG&E
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Q: Can you estimate benefits from a transfer of Renewable Portfolio

Standard Obligations?

A: Yes.  (summary estimated benefit of 1 to 2 cents/kwh for new renewables) As San

Francisco transfers responsibility for its energy supply to an Electric Service

Provider, the state mandated RPS value of existing PG&E procurement for San

Francisco (currently at about 13% RPS for PG&E) will revert to the general pool of

other PG&E ratepayers.  Premium value of renewable energy freed up can be

assessed by its RECs market value, which is the cost PG&E would have needed to

spend to replace the renewable assets/purchases, but without the actual benefit of a

real power source. RECs currently cost 1 to 2 cents per kilowatt-hour, depending on

the energy source. The scarcity of renewable generation, and the competition in

California to get it, will help drive this market value.  Purchase of RECs from a

remote site imposes a cost on customers who do not see a benefit in either real power

supply, and the resource value and security it provides, or their local environment.  A

second cost burden that PG&E would avoid is potential state mandated fees for

shortfall in renewable portfolio when these come into effect. 

Q: Can you estimate benefits from reduced market pressure on

Resources?
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A: Yes., based on functional relationship between lower expected demand

for resource; translates into lower kwh rates for all PG&E customers due

to investments of SF CCA.) Volitility of natural gas prices is driven by

marginal utility. Reduction in demand reduces gas prices for all. SF

schedule of renewables/energy efficiency should be evaluated as it comes

on line to replace demand for natural gas resources. San Francisco uses

2% of California’s electricity, and likely a similar percentage of its natural

gas. Approximately 1/3 of natural gas usage in the state is for electricity,

thus about .65% of NG regional demand is for San Francisco’s electricity

supply. SF renewable/efficiency infrastructure will reduce this initially by

about 14%, and later by up to 51%. This represents a significant market

leverage over price. Any function between lower demand and lower

general price means a transfer of benefits to other customer who continue

to by electricity generated from natural gas. In PG&E territory this

currently amounts to 42%. The  constraint on natural gas prices by

reduced demand (either an actual price reduction or avoidance of even

higher potential cost) will be a benefit to all ratepayer, especially since

NG prices are passed through and account for almost the entire cost of

electricity from this source. Price exposure/risk is revealed through 79%

over cost of natural gas relative to CEC estimates only 3 years ago (in

2002). NG supplies 43% of PG&E electricity, and represents almost 90%

of the cost of generation. Reduction of exposure, because generation

sources for all PG&E customers will not have to procure this gas, thus
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represents up to 2 cents/kwh risk value under current market conditions.

Regional price volitility is also affected by marginal demand reductions of

the type discussed in the previous point. Cost of 7% reserve requirement

lowered. Again, the marginal cost of reserve power is reduced for all

ratepayers by new generation and control of demand.  Peak hours benefits

to transmission and generation system from locally sited renewables.

While these benefits may not be large relative to the overall grid system,

they are signficant when measured against renewable generation/and

efficiency driven demand curtailment. 

Q: Can you estimate Grid System Benefits?

A: Yes, eestimated system benefit of 3 to 5 cents/kwh for PV and peak

coincident generation and demand reduction. Estimates of benefits of

local PV, other distributed power, and demand reduction propagate

throughout the entire grid system. Studies have listed these values as:

Reliability

Loss savings from power plant output and transmission/distribution

power losses

Substation cost reduction (due to longer life)

Transmission and distribution capacity deferral

Minimum load savings when generation coincides with peak load
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One study showed a system savings value for PV set at or near a substation in

PG&E territory at between $295 and $425 per kilowatt year. This translates to

between 3.4 and 4.9 cents per kilowatt-hour in system wide benefits. These

benefits accrue particularly when renewable energy is a) distributed on the power

grid and b) coincident with peak loads Thus, PV in particular has the ability to

realize large benefits to the entire rate paying population. As San Francisco builds

out 31 megawatts of PV, the researched system benefits should be evaluated on

this basis.

Q: Does this conclude your Rebuttal Testimony?

A”  Yes, it does.
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CERTIFICATION OF SERVICE
R.03-10-003

I, Julia Peters, certify that on this day May 16, 2005, I caused copies of the

attached REBUTTAL TESTIMONY OF ROBERT FREEHLING ON BEHALF

OF LOCAL POWER to be served on all parties by emailing a copy to all parties

identified on the service list provided by the California Public Utilities

Commission for this proceeding, and also by delivering an original and six copies
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California.

__________________________
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934 DIAM OND STREET                        SAN FRANCISCO, CA  94127                
SAN FRANCISCO, CA  94114                                                          
                                                                                  
                                                                                  
                                                                                  
ROGER RUSSELL                             PAUL V. HOLTON                          
PACIFIC GAS AND ELECTRIC COM PANY          PACIFIC GAS AND ELECTRIC COM PANY        
RM . 902, M AIL CODE B9A                    PO BOX 770000, M AIL CODE B9A            
PO BOX 770000                             SAN FRANCISCO, CA  94177-0001           
SAN FRANCISCO, CA  94177                                                          
                                                                                  
                                                                                  
                                                                                  
PETER DRAGOVICH                           MICHAEL ROCHMAN                         
ASSISTANT TO THE CITY MANAGER             SCHOOL PROJECT  UTILITY RATE REDUCTION  
CITY OF CONCORD                           1430 WILLOW PASS ROAD, SUITE 240        
1950 PARKSIDE DRIVE, M S 01/A              CONCORD, CA  94520                      
CONCORD, CA  94519                                                                
                                                                                  
                                                                                  
                                                                                  
M ICHAEL ROUSH                                                                     
CITY ATTORNEY                             M ANAGER, M ARKET & REGULATORY AFFAIRS    
CITY OF PLEASANTON                        MIRANT CORPORATION                      
123 M AIN STREET                           1350 TREAT BLVD., SUITE 500             
PLEASANTON, CA  94566                     WALNUT CREEK, CA  94597                 
                                                                                  
                                                                                  
                                                                                  
RAM ONA GONZALEZ                           SAJI THOM AS PIERCE                      
EAST BAY M UNICIPAL UTILITY DISTRICT       EAST BAY M UNICIPAL UTILITY DISTRICT     
375 ELEVENTH STREET, M /S NO. 205          375 11TH STREET                         
OAKLAND, CA  94607                        OAKLAND, CA  94607-4240                 
                                                                                  
                                                                                  
                                                                                  
                                                                                  
JODY S. LONDON                                                                    
PO BOX 3629                               M RW & ASSOCIATES, INC.                  
OAKLAND, CA  94609                        1999 HARRISON ST. SUITE 1440            
                                          OAKLAND, CA  94612                      
                                                                                  
                                                                                  
                                                                                  
                                                                                  
JOHN GALLOWAY                             NEAL DE SNOO                            
UNION OF CONCERNED SCIENTISTS             CITY OF BERKELEY                        
2397 SHATTUCK AVENUE, SUITE 203           ENERGY OFFICER                          
BERKELEY, CA  94704                       2180 M ILVIA STREET                      
                                          BERKELEY, CA  94704                     
                                                                                  
                                                                                  
                                                                                  
SAM  RUARK                                 TIM  ROSENFELD                           
COUNTY OF M ARIN CDA                       HM W INTERNATIONAL, INC.                 
3501 CIVIC CENTER DRIVE, ROOM  308         359 M OLINO AVENUE                       
SAN RAFAEL, CA  94903                     M ILL VALLEY, CA  94941                  
                                                                                  
                                                                                  
                                                                                  
                                                                                  
RITA NORTON                               M AHLON ALDRIDGE                         
RITA NORTON AND ASSOCIATES, LLC           ECOLOGY ACTION, INC.                    
18700 BLYTHSW OOD DRIVE,                   PO BOX 1188                             
LOS GATOS, CA  95030                      SANTA CRUZ, CA  95061                   
                                                                                  
                                                                                  
                                                                                  
                                                                                  
BARRY F. M CCARTHY                         CHRISTOPHER J. M AYER                    
ATTORNEY AT LAW                            M ODESTO IRRIGATION DISTRICT             
M CCARTHY & BERLIN, LLP                    PO BOX 4060                             
100 PARK CENTER PLAZA, SUITE 501          M ODESTO, CA  95352-4060                 
SAN JOSE, CA  95113                                                               
                                                                                  
                                                                                  
                                                                                  
CHRIS L. KIRIAKOU                         M ICHAEL R. WOODS                        
CORNERSTONE CONSULTING, INC.              A PROFESSIONAL CORPORATION              
1565 E. TUOLUMNE RD.                      18880 CARRIGER ROAD                     
TURLOCK, CA  95382                        SONOM A, CA  95476-6246                  
                                                                                  
                                                                                  
                                                                                  
                                                                                  
RICHARD MCCANN                            CAROLYN M. KEHREIN                      
M .CUBED                                   ENERGY M ANAGEMENT SERVICES              
2655 PORTAGE BAY ROAD, SUITE 3            1505 DUNLAP COURT                       
DAVIS, CA  95616                          DIXON, CA  95620-4208                   
                                                                                  
                                                                                  
                                                                                  
                                                                                  
SCOTT BLAISING                            JAM ES M CM AHON                           
ATTORNEY AT LAW                           SENIOR ENGAGEM ENT MANAGER               
BRAUN & BLAISING, P.C.                    NAVIGANT CONSULTING, INC.               
8980 M OONEY ROAD                          3100 ZINFANDEL DRIVE, SUITE 600         
ELK GROVE, CA  95624                      RANCHO CORDOVA, CA  95670-6078          
                                                                                  
                                                                                  
                                                                                  
KRYSTY EM ERY                              STEVE PINKERTON                         
NAVIGANT CONSULTING, INC.                 NAVIGANT CONSULTING, INC.               
3100 ZINFANDEL DRIVE, SUITE 600           3100 ZANFANDEL DRIVE, SUITE 600         
RANCHO CORDOVA, CA  95670-6078            RANCHO CORDOVA, CA  95670-6078          
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VICTORIA P. FLEM ING                       STEVEN A GREENBERG                      
NAVIGANT CONSULTING, INC.                 REALENERGY                              
3100 ZINFANDEL DRIVE, SUITE 600           4100 ORCHARD CANYON LANE                
RANCHO CORDOVA, CA  95670-6078            VACAVILLE, CA  95688                    
                                                                                  
                                                                                  
                                                                                  
                                                                                  
JIM  DOOLITTLE                             BRUCE M CLAUGHLIN                        
ORADO M ANAGEM ENT GROUP                    BRAUN & BLAISING P.C.                   
2600 FRUITRIDGE ROAD                      915 L STREET, SUITE 1460                
CAM INO, CA  95798                         SACRAM ENTO, CA  95814                   
                                                                                  
                                                                                  
                                                                                  
                                                                                  
BRUCE M CLAUGHLIN                          DAN GEIS                                
BRAUN & BLAISING, P.C.                    AGRICULTURAL ENERGY CONSUM ERS ASSO.     
915 L STREET, SUITE 1460                  925 L STREET, SUITE 800                 
SACRAM ENTO, CA  95814                     SACRAM ENTO, CA  95814                   
                                                                                  
                                                                                  
                                                                                  
                                                                                  
KELLY SHEA                                KEVIN WOODRUFF                          
THE DOLPHIN GROUP                         WOODRUFF EXPERT SERVICES                
925 L STREET, SUITE 800                   1100 K STREET, SUITE 204                
SACRAM ENTO, CA  95814                     SACRAM ENTO, CA  95814                   
                                                                                  
                                                                                  
                                                                                  
                                                                                  
TERRY A. GERM AN                           KAREN LINDH                             
LIVINGSTON & M ATTESICH LAW  CORPORATION    LINDH & ASSOCIATES                      
1201 K STREET, SUITE 1100                 7909 WALERGA ROAD,  NO. 112, PM B 119    
SACRAM ENTO, CA  95814-3938                ANTELOPE, CA  95843                     
                                                                                  
                                                                                  
                                                                                  
                                                                                  
ANNE FALCON                             
EES CONSULTING, INC.                    
570 KIRKLAND AVE                        
KIRLAND, WA  98033                      

State Service 

M AXINE HARRISON                           AM Y CHAN                                
CALIF PUBLIC UTILITIES COM M ISSION         CALIF PUBLIC UTILITIES COM M ISSION       
EXECUTIVE DIVISION                        NATURAL GAS, ENERGY EFFICIENCY AND RESOU
320 WEST 4TH STREET SUITE 500             AREA 4-A                                
LOS ANGELES, CA  90013                    505 VAN NESS AVENUE                     
                                          SAN FRANCISCO, CA  94102-3214           
                                                                                  
                                                                                  
CHERYL COX                                CHRISTOPHER DANFORTH                    
CALIF PUBLIC UTILITIES COM M ISSION         CALIF PUBLIC UTILITIES COM M ISSION       
RATEPAYER REPRESENTATION BRANCH           ELECTRICITY RESOURCES AND PRICING BRANCH
ROOM  3-B                                  ROOM  4209                               
505 VAN NESS AVENUE                       505 VAN NESS AVENUE                     
SAN FRANCISCO, CA  94102-3214             SAN FRANCISCO, CA  94102-3214           
                                                                                  
                                                                                  
DIANA L. LEE                              JOEL TOLBERT                            
CALIF PUBLIC UTILITIES COM M ISSION         CALIF PUBLIC UTILITIES COM M ISSION       
LEGAL DIVISION                            ENERGY COST OF SERVICE BRANCH           
ROOM  4300                                 ROOM  4102                               
505 VAN NESS AVENUE                       505 VAN NESS AVENUE                     
SAN FRANCISCO, CA  94102-3214             SAN FRANCISCO, CA  94102-3214           
                                                                                  
                                                                                  
JULIE A FITCH                             KIM  M ALCOLM                             
CALIF PUBLIC UTILITIES COM M ISSION         CALIF PUBLIC UTILITIES COM M ISSION       
EXECUTIVE DIVISION                        DIVISION OF ADMINISTRATIVE LAW  JUDGES   
ROOM  5203                                 ROOM  5005                               
505 VAN NESS AVENUE                       505 VAN NESS AVENUE                     
SAN FRANCISCO, CA  94102-3214             SAN FRANCISCO, CA  94102-3214           
                                                                                  
                                                                                  
LAINIE M OTAM EDI                           LAURA J. TUDISCO                        
CALIF PUBLIC UTILITIES COM M ISSION         CALIF PUBLIC UTILITIES COM M ISSION       
DIVISION OF STRATEGIC PLANNING            LEGAL DIVISION                          
ROOM  5119                                 ROOM  5032                               
505 VAN NESS AVENUE                       505 VAN NESS AVENUE                     
SAN FRANCISCO, CA  94102-3214             SAN FRANCISCO, CA  94102-3214           
                                                                                  
                                                                                  
PHILIPPE AUCLAIR                          STEVE ROSCOW                             
CALIF PUBLIC UTILITIES COM M ISSION         CALIF PUBLIC UTILITIES COM M ISSION       
EXECUTIVE DIVISION                        ELECTRIC INDUSTRY & FINANCE             
ROOM  5218                                 AREA 4-A                                
505 VAN NESS AVENUE                       505 VAN NESS AVENUE                     
SAN FRANCISCO, CA  94102-3214             SAN FRANCISCO, CA  94102-3214           
                                                                                  
                                                                                  
STEVEN C ROSS                             TRUM AN L. BURNS                         
CALIF PUBLIC UTILITIES COM M ISSION         CALIF PUBLIC UTILITIES COM M ISSION       
ELECTRICITY RESOURCES AND PRICING BRANCH  ORA - ADM INISTRATIVE BRANCH             
ROOM  4209                                 ROOM  4102                               
505 VAN NESS AVENUE                       505 VAN NESS AVENUE                     
SAN FRANCISCO, CA  94102-3214             SAN FRANCISCO, CA  94102-3214           
                                                                                  
                                                                                  
ANDREW ULM ER                              M ARGARET L. TOBIAS                      
ATTORNEY AT LAW                            SIM PSON PARTNERS LLP                    
SIM PSON PARTNERS LLP                      900 FRONT STREET                        
900 FRONT STREET, SUITE 300               SAN FRANCISCO, CA  94111                
SAN FRANCISCO, CA  94111                                                          
                                                                                  
                                                                                  
                                                                                  
CRAIG MCDONALD                            ALAN LOFASO                             
NAVIGANT CONSULTING                       CALIF PUBLIC UTILITIES COM M ISSION       
3100 ZINFANDEL DR., SUITE 600             EXECUTIVE DIVISION                      
RANCHO CORDOVA, CA  95670-6078            770 L STREET, SUITE 1050                
                                          SACRAM ENTO, CA  95814                   
                                                                                  
                                                                                  
                                                                                  
HASSAN M OHAMM ED                           JENNIFER TACHERA                        
CALIFORNIA ENERGY COM M ISSION              ATTORNEY AT LAW                          
1516 9TH STREET, M S43                     CALIFORNIA ENERGY COM M ISSION            
SACRAM ENTO, CA  95814                     1516 - 9TH STREET                       
                                          SACRAM ENTO, CA  95814                   
                                                                                  
                                                                                  
                                                                                  
GLORIA BELL                               JOHN PACHECO                            
CALIFORNIA DEPARTM ENT OF WATER RESOURCES  CALIFORNIA ENERGY RESOURCES SCHEDULING  
3310 EL CAM INO AVENUE, SUITE 120          CALIFORNIA DEPARTMENT OF WATER RESOURCES
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SACRAM ENTO, CA  95821                     3310 EL CAM INO AVENUE, ROOM  120         
                                          SACRAM ENTO, CA  95821                   
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