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DATE:

April 13, 2021

TO:

Mayor and Members of the City Council

FROM:

Mayor Arapostathis and Councilmember Bill Baber

SUBJECT:

Consideration of Letter of Support for Senate Bill 612 (Portantino): The
Ratepayer Equity Act

Background
Early procurement of renewable resources by investor-owned utilities ("IOUs") in California
has led to significant above-market costs as renewable prices have declined, resulting in
billions of dollars of stranded costs. When a customer transitions from an IOU to a
Community Choice Aggregator ("CCA"), the customer continues to share cost responsibility
with IOU customers for legacy resources purchased prior to the customer's transition to CCA
service. While all customers bear cost responsibility for legacy resources, only IOU
customers have the right to access the benefits of these resources, such as renewable
energy, greenhouse-gas ("GHG") free energy, and resource adequacy. SB 612 would
resolve this inequity by enshrining equal access to benefits into statute.
The Power Charge Indifference Adjustment ("PCIA") is a surcharge on all customers that is
intended to collect the above-market costs of the IOUs legacy resources. The PCIA reflects
the difference between the IOU's above-market costs related to legacy power supply
commitments, including third-party energy contracts and operating costs for power plants it
owns, and today's market value for those resources. While CCA customers continue to pay a
significant share of the costs for these resources, their ability to access the benefits depends
on the willingness of the IOU to sell - at its sole discretion.
The inequity surrounding access to the benefits of the legacy resources has been long
recognized by regulators and stakeholders. The California Public Utilities Commission
("CPUC") first initiated a proceeding to resolve this issue in 2017 and identified optimization
of IOU portfolio management (e.g., contract extensions and contract renegotiation) to
minimize stranded costs as one of the issues to be addressed. The CPUC directed the
California Community Choice Association ("CalCCA"), Southern California Edison, and
Commercial Energy (the "Co-chairs") to work out a consensus proposal that represents the
respective groups. The Co-Chairs presented the joint proposal to the CPUC in February
2020, but has not been given any procedural consideration since then.

Senate Bill 612 would add new sections to the Public Utilities Code designed to ensure fair
and equal access to the benefits of legacy resources and ensure resources held in IOU
portfolios are managed to maximize value for all customers. Specifically, SB 612 would:
1. Provide IOU, CCA, and direct access customers equal right to receive legacy resource
products procured on their behalf in proportion to their load share if they pay the full
cost of those products.
2. Require the CPUC to recognize the value of GHG-free energy and any new products
in assigning cost responsibility for above-market legacy resources, in the same way
value is recognized for renewable energy and other products.
3. Require IOUs to offer any remaining excess legacy resource products not taken by
IOU, CCA, or direct access customers to the wholesale market in an annual
solicitation.
4. Require each IOU to transparently solicit interest from legacy resource contract
holders in re-negotiating, buying out, or otherwise reducing costs from these contracts.
CalCCA is sponsoring the Ratepayer Equity Act and seeking support from CCAs and
member cities. More information can be found here: https://cal-cca.org/sb-612/. Currently 12
CCA's and 9 Cities have taken a support position for SB612.
Proposal
The proposal is for the City Council to consider a letter of support for Senate Bill 612
(Portantino): The Ratepayer Equity Act and request that City Council authorize the Mayor to
sign the attached support letter.
Thank you for your consideration.
Attachment:
A.

Proposed Letter of Support for Senate Bill 612 (Portantino): The Ratepayer Equity Act

7

~~

CITYOF

CJ LAMESA

:') ",

JEWEL of the HILLS

April 13, 2021
The Honorable Anthony Portantino
State Capitol, Room 3086
Sacramento, CA 95814

RE: SB 612 (Portantino)- SUPPORT
Dear Senator Portantino,
The City of La Mesa is pleased to submit a letter of support for your SB 612, which would
ensure that resources held in the Investor Owned Utility ("IOU") portfolios are managed
to maximize value for all customers, and would ensure fair and equal access to the
benefits of these legacy resources.
Over the last ten years, millions of utility customers have transitioned from IOUs to
Community Choice Aggregators ("CCAs"). San Diego Community Power ("SDCP") is a
CCA that will provide renewable electricity service to about 770,000 customer accounts
once fully launched, making SDCP the second largest CCA in California. SDCP
successfully launched service to municipal customers on March 1, 2021, commercial
customers will have their service launch in June 2021 and residential customers will
begin service in early 2022. The City of La Mesa is a proud member of SDCP, with all
city accounts currently receiving 100% clean power from SDCP.
When a customer transitions to a CCA, the customer continues to pay for resources, like
energy, that were procured on their behalf through the power charge indifference
adjustment ("PCIA"). However, unlike an IOU customer, CCA customers receive no
benefits from these resources. This inequity has been exacerbated in recent years as the
cost of this payment has risen by hundreds of millions of dollars, with no sign of
decreasing. The impacts of COVID-19 have made the importance of righting this inequity
and lowering costs for all customers even more urgent.
This bill would ensure fair and equal access to the benefits of the resources that all
customers pay for and would ensure that these legacy contracts are managed in a way
that maximizes benefits for everyone. The bill would also require the California Public
Utilities Commission ("CPUC") to recognize the value of GHG-free energy in legacy
contracts, and would increase transparency around how the IOUs renegotiate these
contracts. However, time is of the essence. The longer the legislature takes to act, the
less valuable these legacy contracts will be, and the less value customers will gain from
access to them.
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For the reasons stated, the City strongly support this bill, and thanks you for moving
forward with this important legislation.

Sincerely,

Mayor Mark Arapostathis
CC:

Senator Allen
Senator Becker
Senator Limon
Senator McGuire
Senator Stern
Senator Wiener
Assembly Member Bauer-Kahan
Assembly Member Berman
Assembly Member Bloom
Assembly Member Boerner-Horvath
Assembly Member Chiu
Assembly Member Kalra
Assembly Member Lee
Assembly Member Levine
Assembly Member Muratsuchi
Assembly Member Rivas
Assembly Member Ting
Assembly Member Stone
Assembly Member Wood

