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ADOPTED MODIFICATIONS TO D.03-07-028

The modifications to D.03-07-028, as set forth below, are hereby adopted in
order to conform the text, findings of fact, conclusions of law, and ordering
paragraphs to reflect the changes that are adopted in the instant order with
respect to the applicability of the CRS to new municipal departing load and to
PG&E's transferred load. Page references refer to the original published version
of D.03-07-028, which was mailed on July 22, 2003. Deletions are shown as

strike-out text. Additions are shown as underlined text.

Page 31:

Last sentence of first full paragraph:
PG&E prepared in August 2000 a multi-year forecast of load departing to
Modesto and Merced Irrigation Districts and to other publicly owned utilities

which forecast was given to DWR in February June-2001.

Page 35 (Last sentence of first full paragraph):
All bundled customers took energy from the DWR contracts, and except as
described below, we find no evidence that DWR actually contracted for less

energy procurement based on the belief the current or future load would depart

to publicly owned utilities.
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Page 35, (bottom paragraph):
CMUA claims the IOUs independently anticipated a certain level of MDL,1
and on that basis, some exclusion is warranted from ongoing DWR power

charges. PG&E now acknowledges that its August 2000 bypass report (Bypass

Report) was incorporated in the load forecast that PG&E provided to DWR in

February 2001. The 2000 Bypass Report details specific “transferred load”

adjustments to PG&E’s load forecast applicable to MDL. Based on the record

evidence, it is reasonable to conclude that DWR did not incur costs to serve the

“transferred load” component of MDL incorporated in the 2000 Bypass Report.

MDL)-thereby-benefit—Given the lack of a record as to any specific load forecast
adjustment for MDL other than the adjustment for PG&E “transferred load”

incorporated in its 2000 Bypass Report, however, we find no basis to adopt a

specific CRS exclusion expressly for MDL customers.

1 CMUA Opening Brief for D.03-07-028, p. 45.
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Page 36 (tirst full paragraph):
Moreover, a specific DWR exclusion applied to MDL (beyond the limited

exclusion granted for PG&E's “transferred load”) could create a price disparity

between the IOUs and municipal utilities that could significantly accelerate the

rate of municipalization.

Page 36 (last partial paragraph)

In light of the amended record in this proceeding, we We find

unpersuasive CMUA's argument elaiming to the extent that it is inequitable to
exclude as certain customer generation load from DWR’s ongoing costs, (as
contemplated in the proposed Customer Generation Settlement Agreement)
while charging the “transferred load” component of MDL as reflected in PG&E’s

2000 Bypass Report—Fhis-argumentfails-to-recognize-the- There is no substantive

difference between the treatment of Customer Generation and the treatment of

the “transferred load” component of MDL in PG&E’s 2000 Bypass Report sersus
Maunieipall.ead in DWR’s forecasting and contracting practices. While DWR

actually forecasted a specific amount of departing load associated with new
customer generation, it also relied upon a forecast from PG&E that specifically

excluded a quantifiable level of MDL attributable to “transferred load.” made-ne

DPWXRferecast—Accordingly, both Customer Generation Departing Load

2 DWR/McDonald, Ex. 72, p. 7; RT Vol. 12, pp. 1473 - 1475.
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forecasted by DWR and the “transferred load” component of MDL forecasted in
PG&E’s 2000 Bypass Report should be treated comparably.

Page 58 (last full paragraph) through page 59:

A common theme is that a customer load on whose behalf DWR procures

power bears cost responsibility for DWR charges. DWR procured long term

power supplies both for current and future load in the IOU service territories and

did not exclude a provision for new municipal departing load, which-deoesnot

municipal-departingload: Consistency with our previous decisions suggests that

we netimpose a CRS on new municipal load, therefore, to avoid cost shifting.

these eustomers-unless-there-issome other compelling basisto-do-se-

AB 117 requires that all retail end-use customers that purchase power from

an electrical corporation on or after February 1, 2001 bear a fair share of DWR
electricity purchase costs and certain utility costs (Pub. Util. Code, § 366, subd.
(d)(1).). While new municipal departing load eensists-of retail end-use
customers, these-eustomers-by-definition did not purchase power from an

electrical corporation on or after February 1, 2001, DWR still entered into long-

term power commitments, in part, to serve the needs of future load in the IOU

territory, including new municipal departing load.

Additional language in AB 117 states that it is the intent of the Legislature
“to prevent any shifting of recoverable costs between customers.” It is

reasonable to conclude that the fair share of CRS for new or transferred MDL
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should be zero only if there is no cost-shifting. In turn, cost shifting is

determined by whether, or to what extent DWR forecasts excluded a particular

MDL component from the forecasts upon which it relied in procuring power. As

stated in AB 117, the costs at issue are not just the purchase costs incurred in

2001, but the “purchase contract obligations incurred.”

Page 60 (second full paragraph) through page 62:

Likewise, in turn, each of the investor-owned utilities acknowledged that they
had considered the issue of municipal departing load and understood its

influence when developing their respective load forecasts.?456 Yet, with the

exception of PG&E’s 2000 Bypass forecast of transferred load, none of the three

investor-owned utilities identified any measurable forecast amounts attributable

to MDL that could be quantified into a separate CRS exclusion.

Inlightefthefaet To the extent that DWR relied upon forecasts that

excluded eensidered-and-assumed{or-oughtto-have-assumed) some level of

municipal departing load, it would be reasonable to conclude that DWR had not
actually incurred costs for all-pessible those excluded elements of municipal

departing load. Since no separate adjustment was made to the forecasts to

3 Edison/Payne RT 1658
4 PG&E/Keane RT 1770
5 SDG&E/Hansen RT 1836

6 SDG&E/Hansen RT 1842
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exclude new municipal departing load, however, it is reasonable to conclude ;

and that DWR did net-incur costs for seme-new municipal departing load.
At the same time, the record does net prove that DWR did not incur any
costs for any nrew-transferred load from PG&E’s 2000 Bypass Reportlead-that

—Accordingly, no cost

shifting would result from the exclusion of such load from the CRS. On the other

hand, the exclusion of new load would result in cost shifting. Scenarios can be

considered whereby large amounts of new development or business parks locate
in territory that is annexed or expanded into byv publicly-owned utilities.
Because the level of such activity is unknown, DWR purchases may-wellhave
assumed-some-of would have assumed this load to be utility load, even-ifa
eertain]evel ofnew MDL-was-assumed-due-to-historical- trends. As pointed out

by the utilities, there are a number of municipal utilities and irrigation districts

that have formed since February 1, 2001 and/ or are not currently providing
electrical service to customers. There is the potential for considerable expansion
of municipal departing load, including new MDL, above historical levels. '
Therefore, it is reasonable to establish a CRS policy for new MDL which
allows some new MDL to be exemptfrom subject to CRS-butnetall. A

loophole is not created that encourages new publicly-owned utilities to develop

solely to take advantage of a disparity in rates associated with DWR and
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historical utility cost responsibility costs - to the detriment of remaining IOU

utiliies—Therefore,new MDL served-by-anewpublicly-owned-utility will be
subject to cost responsibility surcharges. Theeut-off-date-willbe-determined by
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Findings of Fact

1. Municipal and irrigation district load within an IOU’s service territory as it
existed on February 1, 2001 constitute load for which DWR undertook purchases

pursuant to AB 1X, subject to the exceptions described below.

2. Itis netnecessary to impose CRS on all new municipal load that is formed
in areas that comprised IOU service territory as it existed on February 1, 2001, in

order to prevent cost shifting.

Conclusions of Law

1. Tt is consistent with the intent of D.02-03-055 to impose cost responsibility
surcharges on Municipal Departing Load to the extent necessary to prevent cost
shifting to bundled customers based on generally similar principles as apply to
DA load as set forth in D.02-11-022 and Customer Generation Departing Load as
set forth in D.03-04-030.

4. The Commission has authority under AB 1X and AB 117 to impose CRS on
Municipal Departing Load that took bundled utility service on or after

February 1, 2001 to recover DWR-related costs and to determihe each customer’s

fair share of those costs.

9. Exclusion from the CRS of New MDL does netresult in cost-shifting to

bundled customers if-since DWR did not inelade-exclude this load in its forecast

of future utility load. Exclusion from the CRS of transferred MDL reflected in

PG&E’s 2000 Bypass Report, however, does not result in cost shifting to bundled
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customers because this load was excluded from the load forecast relied upon by

DWR.
10. MDL for purposes of applying a CRS should net be defined to include

new municipal customer load of existing publicly owned utilities but should be

defined to exclude transferred load to the extent reflected in PG&E’s 2000 Bypass

Report.

13. The elements of cost responsibility as set forth in the order below should
be applied to MDL customers in order to avoid cost shifting in accord with the
Legislative’s intent set forth in AB 117. It is reasonable and consistent with AB

1X and AB 117 to adopt a CRS exclusion for MDL incorporated in PG&E’s 2000

Bypass Report, identified as transferred load. Any pending implementation

measures associated with the CRS exclusion for transferred load should be

addressed in the billing and collection phase of this proceeding.

Ordering Paragraph
6. Transferred MDL that is identified in PG&E’s 2000 Bypass Report shali be
excluded from the MDL CRS applicable to the PG&E service territory, with the

first priority in qualifying for such CRS exclusion applied to the MDL of those

publicly owned utilities identified in the Bypass Report. In the case of Merced ID

and Modesto ID, the available exclusion shall be allocated in the manner that

those two entities have mutually agreed to in this proceeding. New MDL of

other existing publicly-owned utilities, as defined in Conclusion of Law 11 shall
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netbe eligible to apply for any available CRS exclusion that is not otherwise
utilized by those entities identified in the PG&E Bypass Report subjeet-te-a-CRS.

(END OF APPENDIX 4)



