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California State Senate

JAMES L. BRULTE
SENATE REPUBL AN LEADE

SERATOR THIFTY FIRST DISTRY T

September 12. 2002

The Honorable Gray Davis
Governor, State of California

State Capitol
Sacramento, CA 95814

RE: Recornmended Veto of SB 1078 (Sher)

Dear Governor Davis:

SB 1078 will soon come before you for signature. Iurge you to veto this measure.

SB 1078 requires retail sellers of electricity to purchase a set percentage of their electricity from
renewable energy resources. It also subsidizes above-market costs of renewable sources.

This bill was a last minute gut and amend effort that substantially revised the author’s earlier version of
the bill - one which failed to pass the Assembly Utilities and Commerce Committee. Such ploys abuse
the deliberative process. Moreover, no rationale has been ffered for the 1% per year rate of increased
purchases of electricity from renewable energy sources, nor the goal of having 20% of a providers' power
purchases be from those sources; these are simply "pie-iu-the-sky" numbers that may or may not be
sensible. For example, the 20% goal is a 50% increase over the present level of 12% with no evidence
dermonstrating it is either feasible or sustainable. Nationwide, the present level is only 2%.

it enacted. SB 1078 will have several potentially negative impacts; it may increase rates for all
consumners: restricts funding and cost recovery to existing waste conversion technologies; holds providers
in contempt for noncompliance even if sufficient "green energy"” is unavailablc, and increase power costs
hy requiring providers to pay "prevailing wages." Finally, the bill continues subsidics to renewable
sources for "above market costs” at the expense of the public goods charge, notwithstanding the long
period of financial support already given to renewable energy.

For the above reasons, 1 respecttully request that you return SB 1078 unsigned.

Si r{g_frcl v,

gAMES 1. BRULTE
Senate Republican I.eader
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DAVE COX

ASSEMBLY REPUBLICAN LEADER
FiF TH DISTRICT

September 12, 2002

Governor Gray Davis
State Capitol. First Floor
Suacramento, CA 95814

RE: RECOMMENDED VETO OF SB 1078 (SHER)
Dear Governor Navise

This letter serves to memorialize a veto request for Senate Bill 1078, which passed the Assembly on
August 30, 2002, by a vote of 53 ta 23, with 23 members of the Assembly Republican Caucus voting “No'.

s13 1078 mandates that utilities purchase renewable energy until they achieve a renewables portfolio
vl 20%,, and provides that their above-market costs for renewable energy will be paid rrom the existing
ratepayer public goods charge.

There are many problems with this bill. To begin, California is already first in the world in its use of
Non-hydro renewable energy. O the Gther hand. we have some of the highest electricity costs in the country,
and this problem will not be sulved by an increased reliance upon intermittent. high-cost renewable energy

senerators,

Fhe bill's requirement that rencwables contracts be stuned for 10 years will only guarantee that
current high prices will be focked m tor many years to come. The prevailing wage mandate that was belatedly
added to the hittwill only tarther esacerbate the cost-inefficiencies oft renewable energy . with the result that
fewer tenewable generators can be built with the funds currently available.

Moreover. the hill expressiy provides that consumers may be billed for the utitities” administrative and
indirect cosis of Tulliliing this mandate And if the curren: public goods charge is not enough 1o tund the 20%

mandate. they will see theh rates increased even further.

I sam. this bill 1gnores the hard-learned lessons of AB 1890 hichiy complicaied major policy
ittty es Bant bestow benetit upon the key industrial and environmiental participants can aliimately be
disastrous for the consumers. Given our current chvigy woes, this is not the time to embark UPOIT an expensive
Drostan swhose main purpose s to turther subselize an entire industry at the expense of all consumiers.

bosrecamnns stated above, Trespectiully request that you veto Senate Bidl o7,

Stieerely

JAVE COX
Assembly Repubhican Leader
DC: e
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CALIFORNIA CHAMBER of COMMERCE

September 10, 2002

The Honorable Gray Davis
Governor of California
State Capitol

Sacramento, CA 95814

Subject: SB 1078 (Sher) Renewables Portfolio Standard —
REQUEST FOR VETO

Dear Governor Davis:

The California Chamber of Commerce requests your VETO of SB 1078 {Sher), which attempts
to establish the California Renewables Portfolio Standard and requires developers of renewable
energy generation facilities to pay prevailing wage, even when private financing is used to
develop a facility.

SB 1078 (Sher) requires that developers of rencwable energy faciliiies be required to pay
prevailing wage, even in circumstances where no public money is used to finance the project.
Under the provisions of the bill the development of facilities that are privately financed are
required pay prevailing wage solely on the basis that the energy output is purchased with public
money. Generally, prevailing wage is paid when a project is constructed using public money. In
this instance the public money is not used to construct the project. We do not feel that it is
appropriate to require the payment of prevailing wage wiien a project 1s developed using private
camtol.

Morcover, we oppose mandating the payment of prevailing wage in the construction of renewable
energy facilitics that are in part funded by the public goods charge, which is ratepayer money.
Tradiionally. requiring the use of prevailing wage has been tied to the use of public taxpayer
moncy in financing the construction of a project. We sce the requirement that prevailing wage be
used when ratepayer money 15 used as an expansios of the prevailing wage requirement,

Once again The Califorma Chamber of Commerce requests your VETO of SB 1078 (Sher).
Stineerely
\DM_ ?‘k .

Dominic . DiMare,
1egishative Advocate

DD:dg




MANUFACTURERS
SETECHNOLOGY

September 11, 2002

Honorable Gray Davis
Governor

State Capitoi
Sacramento, CA 95814

Re: SB 1078 (Sher)
Dear Governor Davis:

The California Manufacturers and Technology Association (CMTA) opposes SB
1078 (Sher), which requires utilities to increase procurement from renewable
energy sources by at least one percent per year. We urge you to veto this
measure, for the following reasons:

First, we are greatly concerned that the bill does not contain an explicit cap on
the Public Good Charge (PGC). As you know, this bill establishes the California
Renewable Portfolio Standard (RPS) Program, and requires the California
Energy Commussion to allocate and award supplemental energy payments to
cover the above-market costs of renewable power, provided sufficient PGC
funds are available for this purpose. Becaiise there is only a finite amount of
PGC funds (pursuant to AB 995, Wright. Ch. 1051, Stats. 2000). the higher the
above-market costs. the sooner this above-market subsidy runs out. This will in
turn increase pressure on state policymakers to reauthorize PGC funding to
make up tor the shortfall. The bili's lack of an explicit cap on the PGC leaves
ratepayers—-both large and small users-—open to increasing charges as a result
of ihe new RPS mandate.

Second, the provisions u; the * " 2quiring that employees engaged in the
construction, operation and maintenance of these renewable projects be paid
prevailing wage will hamper the development of renewable power in California,
and drive up the cost of this power. What's more. these increased costs will
only serve to exacerbate the inevitable shortfall—and likely calls for increased
PGC tunding-—~mentioned above.




Page Two

Honorable Gray Davis
Governor

Third, this measure, by specifying that an application by an investor-owned
utility to allow construction of new transmission facilities that are necessary in
connection with renewable projects “shall be deemed necessary” by the
California Public Utilities Commission, exposes ratepayers to unknown
increased costs for these transmission upgrades.

CMTA strongly urges you to veto this measure. However, if you find that the
goal of a RPS outweighs the issues raised in this letter, we urge you to
minimize the harmful impacts of the bill by indicating in your signing message
that only existing PGC funds should be utilized for the RPS. and that no
additional costs should be put on customers.

Thank you in advance for your consideration of this matter.

Sincerely,

-

7/
ack M. Stewart

President
Calitornia Manufécturers & Technology Association

/

CcC: Hon. Byron Sher, California Senate




e
NDEPENDENT
ENERGY:
PRODUCERS

August 27, 2002

The Honorable Byron Sher
Statc Capitol, Room 2082
Sacramento, CA 95814

RE: 1EP Withdrawal of Support for SB 1078
Dear Senator Sher:

IEP represents approximately 90% of the renewablé¢ facilities serving California. We share your
commitment to implementation of a rational program that will continue to encourage the devclopment
of diverse energy resourccs in California. Unfortunately, despite its good intentions, SB 1078 creates
anintended consequences that would limit growth ot the renewable sector.

IEP must reluctantly remove its support for SB 1078 because we fear it will underminc the CPUC’s
pending implementation of a rencwable procurement plan fostered by legislation you sponsorcd
(Scction 701.3 of the Public Utilitics Code). IEP is also concerned that overly broad prevailing wage
requirements may extend to repair of existing rencwable facilities as well as to new construction.

The CPUC recently adopted 1. 02-08-071, which provides for an interim procurement of renewablie
resources based on PUC Section 703.1. SB 1078 should not interfere with this progress. (Sce attached
Amendment B). The misapplication of prevailing wage law will unfairly discriminate against rencwable
generation facilitics. 1EP notes that the funds in question arc not tax dollars but ratepaycr funded Public
Goods Charges. The prevailing wage requirements arc not being applicd to other recipients of PGC or
other ratepayer funded p* ms. This incquity can be addressed by an amendment limiting the
application of the “preva.ing wage” language to the construction of new facilitics. (See attached
Amendment A).

1P thanks you for consideration of our views on this matter of great importance to California’s energy
future.

/]

Sincerely.

/

Jan Sihutny-Jones

Exfzglivc Director

/.

cc: Governor Gray Bavis
Members of the Asscmbly

., (916) 448 9499 / Oftice
(916) 448-0182 / Fax
wep @ wpa com / E-Mai

1215 K Street ¢ Suite 900 ¢ Sacramento. CA 95814




