ATTACHMENT

State of California The Resources Agency

Memorandum

Date:

To:

From:

Subject:

April 14, 2004

Honorable Michael Peevey, President
California Public Utilities Commission
505 Van Ness Avenue

San Francisco, California 94102

Department of Water Resourcés

Water Code §§ 80016 and 80106 Request—Allocation of Power Purchase
Agreements with Kings River Conservation District and City and County of San
Francisco o

The California Department of Water Resources ("DWR” or “Department”)
hereby requests that the California Public Utilities Commission (“CPUC” or
“Commission”) allocate to the investor-owned utilities (“lOUs™), for operational and
administrative purposes, the DWR power purchase agreements with Kings River
Conservation District ("KRCD") and with the City and County of San Francisco
(“CCSF"). These power purchase agreements are intended to support the
development of peaker projects. Both projects are located in NP 15. The agreements

“have 10-year terms from the date of commercial operation. Although neither of these

projects has a commercial operation date prior to 2005, the Department believes it is
important to allocate these resources now in light of long-term planning efforts being
undertaken by the {OUs and the Commission.’

By way of background, in December of 2002 the Department entered into

contracts with KRCD and CCSF in connection with the settlement agreement with

Williams Energy Marksting & Trading (“Williams”). As a result of the settlement
agreement with Willlams, KRCD received two LM-6000 combustion turbines and the
CCSF received four LM-8000 combustion turbines for the purpose of developing and
operating generation facilities. The Department has completed an analysis of these
resources in light of the CPUC Declslon 02-08-053, which allocated DWR's long-term
power contracts among the IOUs. This analyss Is attached and is intended to assist . .
the Commission in its evaluation of how fo allocate these resources among the |OUs.
Copies of DWR’s contracts with KRCD and CCSF are available at

htpzi/www.cers. water.ca.gov/contracts itml. DWR anticipates that these contracts
would be administered by the applicable IOU pursuant fo the operating and servicing
arrangements. '

! On April 1, 2004, the IOUs filed long-term procurement plan outlines in Rulemaking 01-10-024. Comments on
those outlines are due April 15, 2004. In addition, on April 1, 2004, the CPUC adopted Rulemaking 04-04-003 to
examine, among other issues, IOU long-term IOU procurement matters. The Department recommends that the
I0Us incorporate the KRCD and CCSF peaker projects into their outlines for their long-term procurcment plans.



Honorable Michael R. Peevey, President
April 14, 2004 '
Page 2

DWR requests that the Commission allocate the KRCD contract and CCSF
contract to the appropriate IOU. Consistent with its past practice, DWR is willing to
assist the Commission and the parties to this proceeding in connection with this
request. If you have any questions or need additional information, please contact me

at (916) 574-2733.

Peter S. Garris -

Deputy Director

California Energy Resources Scheduling
Attachment

cc:  Honorable Loretta M. Lynch, Commissioner
California Public Utilities Commission
505 Van Ness Avenue '
San Francisco, California 94102

Honorable Carl W. Wood, Commissioner
California Public Utilities Commission
505 Van Ness Avenue

San Francisco, California 94102

Honorable Geoffrey F. Brown, Commissioner
- California Public Utilities Commission

505 Van Ness Avenue

San Francisco, California 94102

Honorable Susan P. Kennedy, Commissioner
California Public Utilities Commission

505 Van Ness Avenue

San Francisco, California 94102

Honorable Julle M. Halligan, Administrative Law Judge
California Public Utilities Commission

505 Van Ness Avenue

San Francisco, Califomia 94102 .

Honorable Lynn Carew, Administrative Law Judge
California Public Utilities Commission

505 Van Ness Avenue

San Francisco, California 94102
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Honorable Mark S. Wetzell, Administrative Law Judge
California Public Utilities Commission

505 Van Ness Avenue :

San Francisco, California 94102

Honorable Meg Gottstein, Administrative Law Judge
California Public Utilities Commission

505 Van Ness Avenue

San Francisco, California 94102

Mr. Paul Clanon, Director

Energy Division

California Public Utilities Commission
505 Van Ness Avenue

San Francisco, California 94102

Service List Rulemaking 01-10-024 (via electronic mail)

Service List Rulemaking 04-04-003 (via electronic mail)
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