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Attachment 1
Justification

EXECUTIVE SUMMARY

South San Joaquin Irrigation District (“SSJID”) Haad this application with San Joaquin
Local Agency Formation Commission (“LAFC0”) for &atrity to expand the scope of the services
it provides to include retail electric service viitlits existing service territory. SSJID previousl|
filed a plan for providing retail electric serviegth LAFCo in 2005 which was denied on grounds
that SSJID had not provided sufficient informatregarding the plan. Since filing its prior plan,
SSJID has revised its plan in a number of key r@speKey differences between its prior plan and
the new plan for which it now seeks LAFCo apprdVBlan”) include the following:

SSJID has significantly increased its cash resetheseby, minimizing financial
uncertainties related to its Plan;

SSJID has reduced the scope and cost of the nestrgotion required to implement its
Plan, thereby reducing capital costs and environahénpacts;

SSJID has increased the number of permanent jabgsHPlan will provide in local
communities;

SSJID has expanded its commitment to Public PurPosgrams, including energy
efficiency, demand response and low income assistan

SSJID has revised the financial feasibility andrexoic benefits of its proposed Plan to
ratepayers and the local communities it intendsetoe; and,

SSJID has included additional information and asialin support of its new application.

Additional detail regarding SSJID’s Plan for Pramigl Service is set forth in this Attachment and
the additional Attachments to its application.

For over a century, SSJID has reliably providedation water service within its service
territory of approximately 72,000 acres. Duringsttime, SSJID has expanded the scope of the
services it provides to include other services@lagied an integral role in the development and
growth of San Joaquin County. SSJID currently mtes irrigation, treated water, raw water,
wholesale electricity, demand response and elegyatem consulting services. Under Water Code
§ 22115, SSJID also has specific statutory authtwieicquire, operate, lease, and control faclitie
for the distribution and sale of electric powelSJ® now plans to expand the scope of the services
it provides within its existing service territony include retail electric distribution service,
consistent with this existing statutory authordag,a means of providing a number of significant
additional benefits to the ratepayers and comnesiitiserves. These benefits include the
following:

Reducing customers’ electric rates by 15 percent;
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Improving the local economy;

Increasing jobs and job opportunities in local camities;
Improving customer service;

Increasing the reliability of service;

Increasing the availability and funding for puldbienefits programs;

Entrusting electric service policies and practielocally elected officials who are
directly accountable to voters in the communiti&JI® serves;

More equitably distributing the benefits of SSJIBignership interest in the Tri-Dam
Project and Tri-Dam Power Authority (collectivelyi-Dam)" and other low-cost
hydroelectric generating faciliti€sand

Prudently investing SSJID’s significant and growaash reserves where these resources
can provide the greatest long-term benefit to #tepgayers and local communities
SSJID serves.

SSJID’s ability to achieve these objectives depermis its ability to acquire the personnel and
facilities necessary to provide this additionalvess in a financially feasible manner and to
implement its plan to deliver reliable, high quakdectric services, in addition to the services it
currently provides, in a cost effective manner ¢steat with its objectives over the long term. In
order to assess SSJID’s ability to do so, it haduated the economic feasibility and potential
economic benefits of its Plan for providing retectric service using a “Proforma” economic
model. This is a commonly used means for evalgatie economic feasibility of proposed projects
and incorporates consideration of all of the kegtdes that will affect SSJID’s ability to meet its
objectives of providing reliable, high quality ri¢talectric service to customers within its exigfin
service territory at lower costs and rates. Usimg Proforma, SSJID evaluated its Plan over a 30
year period and determined it financially feasitel capable of producing significant economic
benefits to ratepayers and the local communitieB[38roposes to serve under both the conditions
SSJID and its experts consider most likely to appI$SJID’s Plan and also under a wide range of
other alternative conditions. The results of #eenomic analysis are summarized in Attachment 8.

The key factors which make SSJID’s Plan financitdgsible and enable SSJID to provide

! The Tri-Dam Project is a joint powers authoritgttowns three dams, Donnells, Beardsley, and
Tulloch, and associated power houses and facilti#sinstalled capacity of approximately 110
MW. SSJID is 50 percent owner of the Tri-Dam PcbjeThe Tri-Dam Power Authority is a joint
powers authority that owns 19 MW of generating cé#tyaat the Sand Bar Project. SSJID is also a
50 percent owner of the Tri-Dam Power Authority.

2 In addition to its ownership interests in the Dam Project and Tri-Dam Power Authority, SSJID
owns two hydroelectric generation projects with 8/\Mf capacity at the Woodward Reservoir.
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significant benefits to ratepayers and the comnesit proposes to serve under such a wide range
of conditions are: SSJID’s ownership interest inO0am and other generation; the recent growth in
and substantial cash reserves held by SSJID; aetiues SSJID will continue to receive in the
future in excess of the amount necessary for S&Jfovide the existing services it currently
provides.

SSJID’s cash reserves have increased significamtbe it submitted its prior plan for providing
retail electric service to LAFCo in 2005. This gtb in cash reserves is a result of the fiscally
conservative and prudent management of SSJID'simgiassets and resources by its Board of
Directors and the fact that SSJID’s existing rexeyparticularly its revenues from Tri-Dam power
sales, significantly exceed its cost of providiegvice. SSJID’s cash reserves and revenue
generated by SSJID’s ownership interest in Tri-Damxcess of its cost of providing wholesale
electric service are more than sufficient to previthancial support for SSJID’s Plan to provide
retail electric service and to ensure that SSJI&bls to continue providing high quality, reasogabl
priced irrigation, treated water, raw water, whaleslectricity and other services to its existing
customers. This is demonstrated in Table 1-1 whiddws the current and forecast growth in
SSJID’s cash reserves assuming its Plan to proeiaé electric service is approved and
implemented.

Table 1-1, SSJID Unrestricted Cash Reserves 2004 to 2015 Retail Electric Service)
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SSJID’s economic analysis demonstrates that ithweilable to provide retail electric service atgate
15 percent below PG&E'’s rates under a wide rangeténtial conditions. The lower electric rates
SSJID will provide will result in savings to SSJ#XXustomers, including residents, businesses,
farmers, industrial customers and government agemnithin SSJID’s service territory of $11.6
million in 2011, SSJID’s first year of service. dde savings will continue in increasing amounts
thereafter. SSJID forecasts that its Plan willlteis aggregate economic benefits through savings
on electric service of nearly $140 million over tti@year period 2011 through 2020. These
aggregate annual savings are shown in Table 1-2.

Table 1-2 Cumulative Savings to SSJID Ratepayers Over FestYears
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The savings on electric service costs provided®3yiB's Plan are very significant, but do not
capture the full extent of the economic benefitgoPlan. There will also be a significant
synergistic benefit, which may equal or exceedih#0 million direct savings on electric service
costs of SSJID’s Plan, as a portion of the savargthe cost of electric service costs are pumped
back into the local economy.

As explained more fully in this Attachment and #uglitional Attachments to SSJID’s application,
its application merits approval by LAFCo.
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Il. INTRODUCTION

SSJID seeks authorization from LAFCo to providaitetlectric service within SSJID’s
existing service territory. SSJID’s applicationrniteeapproval for the following reasons:

SSJID is in a uniquely solid financial positiongimvide retail electric service at
lower rates;

SSJID has a history of providing essential pulditviees to the homes and
businesses within its territory of 72,000 acresanthern San Joaquin County over
the past 100 years;

SSJID will provide retail electricity at cost ofrsie that will result in 15 percent
lower electrical rates;

SSJID’s plan will provide additional economic stilomito local communities
beginning with an annual amount of $11.6 millioagranencing in the first year of
operation and increasing thereafter;

SSJID will increase jobs in local communities;

SSJID has over 50 years experience in developwmging and operating electric
generation facilities;

SSJID’s ownership of low cost hydroelectric genierafacilities protects against
future volatility in electric prices and other poti@l uncertainties;

SSJID will offer improved service to its custombesause ownership, maintenance
and operation of the electrical system will be estied to locally elected officials
who are directly accountable to voters in the comities served by SSJID;

SSJID will customize public benefits programs te garticular needs of the local
communities it will serve and increase funding Is\fer these programs;

SSJID’s application clearly and demonstrably maétstatutory requirements for
approval of new service.

As more fully explained below, with its backgrousfdnanagement foresight, its water
rights, hydroelectric generating facilities, finsadacapability and history of providing essential
public services, SSJID is uniquely capable of mtang reliable retail electric service responsive to
the needs of the local communities it intends tesat lower rates.

[I. SSJID’'S APPLICATION IS A NEW PLAN FOR PROVIDING RET AIL ELECTRIC
SERVICE

SSJID previously sought the approval of LAFCo tovile a new service under
Government Code section 56824.10. That applicatias filed in June 2005. LAFCo staff
reviewed the application and found that it was cletepand provided all of the information
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requested by State law. LAFCo denied the appboati June 2006 on grounds that SSJID had
provided insufficient information.

Since its 2005 application, SSJID has updated evided its Plan for Providing Service.
Key differences between its prior Plan and this Ran include:

SSJID has significantly increased its cash resetheseby, minimizing financial
uncertainties related to its proposed Plan of $ervi

SSJID has reduced the scope and cost of new cotistruequired,;

SSJID has increased the number of permanent jabgsgHPlan will provide in local
communities;

SSJID has expanded its commitment to public purposgrams;

SSJID has more thoroughly analyzed the financedifelity and economic benefits
of its proposed Plan of Service; and,

SSJID has included additional information and asialin support of its application.

Details regarding SSJID’s new Plan for Providingvi®e are set forth in Attachments 6, 7,
8 and 9.

V. SSJID’'S PLAN TO PROVIDE RETAIL ELECTRIC SERVICE

SSJID’s plan to provide retail electric servicehiitits boundaries consists of the following
primary elements:

Purchase of the existing electrical distributioateyn within SSJID’s exiting service
territory (Attachment 7);

Construction of facilities necessary to separagedibtribution system to be operated
by SSJID from PG&E’s remaining system (Attachment 7

Construction of additional electrical facilitiesagssary to provide reliable service to
all electrical customers (Attachment 7);

Sale of taxable and nontaxable debt to financetinehase and all necessary capital
costs (Attachment 8 and 9);

Employment of 68 new permanent employees and additpersonnel required for
start-up operations, as needed (Attachment 6);

Contracting for necessary power supplies (AttaatirBg

Reducing retail electric rates by 15 percent (Attaent 8);
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Expanding the public benefit programs currentheodtl to PG&E’s customers
(Attachment 6).

SSJID will implement a balanced portfolio, inclugicompliance with resource adequacy
standards and renewable energy supplies througbattions in wholesale markets. Transmission
service will come from the California Independegstem Operator (“CAISO”) and/or
SMUD*WAPA* control areas. SSJID will participate in the WEG@&d NERC to assure
coordinated system planning and compliance.

SSJID’s Plan for Providing Service, detailed inastiments 6, 7, 8 and 9, will significantly
lower electric rates and provide local accountgbdnd responsiveness to customer concerns.
SSJID has the operational experience to succegsfylement its plan. Further, SSJID’s plan is
financially viable as a result of prudent managenoéits resources and its ownership of electric
generation assets.

However, if after a favorable decision from LAF®uoit before SSJID purchases the retail
distribution system from PG&E, changes in the maskeuld undermine the projected savings to
customers, SSJID retains the option to not impldéreplan. In such an unlikely event, PG&E
would continue to provide service to its existingtomers.

V. SSJID AND ITS HISTORY OF PROVIDING PUBLIC SERVICES

For over a century, SSJID has reliably providedation water within its approximately
72,000 acres. During this time, it has playedraegral role in the development and growth of San
Joaquin County. SSJID is among a very few speltsaticts within San Joaquin County and
throughout California that acquired water rightd a@eveloped its own diversion works, dams,
storage reservoirs and hydroelectric generatinggpt® It owns senior water rights to the
Stanislaus River, most of which are co-owned wittk@ale Irrigation District (“OID”), dating back
as far as 1853. A description of its managemeadtitgrhistory in water and generation is described
below.

A. Management and Operations
1. Board of Directors

SSJID operates under the direction of a Board céddors elected by voters in the local
communities served by SSJID. The members of SSHiBard are long term residents of the San
Joaquin valley who work in agriculture and serve pliblic on school boards and as volunteer
firefighters. This structure — a locally electedad of Directors, who live and work in the
community and are directly accountable to locakv®t- encourages local participation and
increases local control over policy decisions titcern the vital public services provided by

% Sacramento Municipal Utility District.

* Western Area Power Administration.

® Western Electricity Coordinating Council.

® North American Electric Reliability Corporation.
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SSJID. The result is greater accountability togheple most affected by the decisions made by the
SSJID board — SSJID’s customers.

The Board operates under established governantecpts and the addition of providing
retail electric service will not have a materidieet on the governance process. It is expected tha
after implementation of SSJID’s Plan for Providibgrvice, the Board’s operations will likely
resemble that of the Modesto Irrigation Distrid¥i(D”) and Turlock Irrigation District (“TID”),
both of which provide irrigation and retail electgervices.

2. Staff

SSJID currently has 86 full-time employees. Thasgloyees handle operations and
maintenance, construction, billing and collectionifrigation and water utility services and
wholesale power sales.

SSJID expects to initially hire 68 full time expanced electric utility staff to supplement its
existing staff, including an Operations Manage full-time, four person line crews and three
journeymen troublemen. Additional line personmejuired for start-up operations will be hired, on
a contract basis, as needed. SSJID currentlyix@sployees in its customer service and finance
department. Initially, administrative functionsated to the provision of retail electric servieeq,
accounting, human relations) will be handled atiBSIManteca office. SSJID may also contract
with MID for specific support service during thetial start-up period. For example, SSJID may
initially have MID administer the Public Benefitsdgram to ensure implementation of important
efficiency and renewable investments. SSJID vatidme a member of the California Utilities
Emergency Association (“CUEA"Wwhose members will provide mutual assistance tti38uring
periods of emergency.

Over the first full year of operations, SSJID expdo adjust its organization based on its
actual operational experience with the goal ofrajting economic and operational efficiencies,
improving response time, reducing the number amdtaun of outages, and improving overall
customer service satisfaction

3. Data Management

SSJID currently operates irrigation and water trestt facilities. It provides billing and
customer service to its customers through statkeoért software, capable of retail electrical
billing.

SSJID will utilize automated metering technologyrtprove the accuracy and timeliness of
the accounting of, and billing for, all the sengaewill provide. SSJID has recently implemented
new accounting software that will be compatiblehvatitomated metering technology now being

" The purpose of the CUEA is to provide for effidienmmunications and coordination among
government agencies and public and private uslitteoughout California. The CUEA'’s activities
focus on emergency related response, restorato@amabonal and business continuity for gas,
electric, water, wastewater, telecommunicationsgpeline utilities in California. Members of
CUEA include PG&E, Southern California Edison CompaSMUD, MID, and San Diego Gas &
Electric Company.
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installed by PG&E. The new software will enhan&JB’s system accounting, mapping, and
management protocols and integrate SSJID’s wagatrtrent program with its irrigation services
and, ultimately its provision of retail electricrgee.

Prior to securing title to PG&E’s distribution flties, SSJID will coordinate with PG&E to
exchange customer specific billing and metering @aud to transfer system maps.

B. SSJID’s Water Assets

SSJID was formed as a special district on May 2091 to develop infrastructure to provide
agriculture customers with irrigation water seryigecompetitive rates. SSJID’s service territory
covers approximately 72,000 acres (112 square ates includes the incorporated cities of
Escalon, Manteca, and Ripon, as well as portioneefinincorporated lands of San Joaquin
County. It shares senior water rights to the Stans River with OID that provide a stable supply
of water for irrigation, hydroelectric generatiomdadrinking water. These water rights form the
basis of an agreement with the United States Deyeantt of the Interior’'s Bureau of Reclamation,
by which SSJID and OID share the first 600,000 deet of inflow to New Melones Reservaoir.
SSJID maintains a water delivery system that exddérain Goodwin Dam, through a system of
open canals, tunnels and pipelines to WoodwardiRese Water is diverted from Woodward for
irrigation through an extensive system of canat$ @pelines to approximately 3,600 accounts.
Water is also diverted from Woodward to SSJID’siN@: DeGroot Water Treatment Plant for
treatment and distribution to the residences arsihlegses in the cities of Manteca, Lathrop and
Tracy. SSJID began providing drinking water in 2@0 the three cities. SSJID will be providing
drinking water to Escalon in the future and is eatly determining the feasibility of extending
water service to Ripon.

For the past 10 years, SSJID has supplied raw watbe City of Stockton and the Stockton
East Water District. SSJID currently provides D®,@cre feet of water annually to these
customers. The parties intend to renew this wsdky agreement for an additional 10 years. Raw
water sales are a major source of SSJID’s annuahtes and are expected to increase to more than
$4,000,000 annually, beginning in 2010. In additiorigation water sales currently provide
additional revenue of $1,250,000, annually.

C. SSJID’s Electric Generation Assets

SSJID currently holds rights to 72.5 MWs of electfeneration capacity. A key
development in SSJID’s history was the constructibthe Tri-Dam Project, a hydroelectric project
undertaken without state or federal financing, lginvith OID. Completed in 1957, the Tri-Dam
Project is comprised of three dams — Donnells, @&&ay, and Tulloch — along with three power
houses and a seven-mile tunnel carved through smtikd The Tri-Dam Project generates an
average of 460 million kwh annually from an insdlicapacity of approximately 110 MW. A third
generating unit is currently under constructiothat Tulloch Project which will add an additional
7.5 MW of capacity. SSJID is 50 percent owneref Tri-Dam Project.

SSJID also holds a 50 percent interest in the BriPower Authority, a joint powers
authority that owns the rights to 19 MW of genergtcapacity at the Sand Bar Project. The energy
from the Sand Bar Project is sold to PG&E undeordract that terminates in 2017. SSJID also
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owns two hydroelectric generation projects whiclieha capacity of 8 MW at the inlet and outlets
to Woodward Reservoir. Energy from SSJID’s twotagdectric projects at Woodward Reservoir
is also sold to PG&E based on an agreement thatrignable by SSJID on 30 days’ notice.

In the past two years, SSJID has expanded its @nevelectricity portfolio by installing
1.378 megawatts (“MW”) of solar generation at itster treatment plant. Currently, it is exploring
the expansion of its solar program. SSJID hasraksde significant investment in energy efficiency
initiatives.

SSJID has received an average of $10 million eaeh since January 2005 from its share of
the Tri-Dam revenues. SSJID has utilized this mexeeto finance capital improvement projects and
increase its financial reserves. Over this same period, the District’s unrestricted cash resgrve
have increased from approximately $25 million aBe€ember 31, 2005, to $51 million as of
December 31, 2008, as reflected in Table 1-1, abd¥es increase is due in large part, but not
exclusively, to the Tri-Dam Project revenue.

D. SSJID’s Power Marketing Experience

In 1954, the Tri-Dam Project entered into long-t¢B0-year), fixed-price power sales
agreements with PG&E for the entire output fromThieDam Project facilities. These agreements
expired on December 31, 2004. A new five year mlabased agreement was entered into with
PG&E which provided significantly more revenuelte fTri-Dam Project owners. The new PG&E
agreement was terminated effective December 318,20@ new agreements were signed with
Shell Energy North America (“Shell Energy”), to éalidvantage of additional opportunities to
market energy, capacity and ancillary serviceshenvtholesale energy markets.

As a wholesale power seller, SSJID has extensigereénce in the marketing of electricity.
Further, SSJID senior management has previous iexjgerin scheduling, purchasing and
marketing power to meet retail electric loads. sThey experience was instrumental in establishing
the relationship with Shell Energy and will be iluable when SSJID begins to provide retail
electric service.

VI. SSJID’'S APPLICATION MEETS THE REQUIREMENTS FOR CONS IDERATION
AND APPROVAL BY LAFCO

A. Introduction — Applicable Statutory Provisions

SSJID is seeking LAFCo authorization to provideaitegtlectric service, which is a new or
different function or class of service. Statutohanges effective January 1, 2009, have affectd th
procedure by which SSJID must obtain authorityrtwvjgle this new service. Under recent
amendment to Government Code section 56021, a pabpm provide new service is now
considered a change of organization. Governmede@ection 56654 now provides that a proposal
by a special district such as SSJID, for a charigeganization that involves the exercise of a new
service, is to be initiated by SSJID’s Board ofdgtors in accordance with Government Code
section 56824.1@&t seq.as amended effective January 1, 2009, as opposegdtition by
registered voters or landowners.
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Section 56824.12 requires that a proposal to peomav service “shall include all of the
matters specified for a petition in Section 567Gept paragraph (6) of subdivision (a) of Section
56700, and be submitted with a plan for servicepared pursuant to Section 56653.” Section B,
infra, summarizes the elements required by Section 5633JID’s Plan for Providing Service is
set forth in Attachment 6.

B. Government Code section 56700 requirements

Section 56700 requires that a proposal for chahgeganization is to contain the following
elements:

(1) State that the proposal is made pursuant to tkipart.

SSJID is seeking the authorization of LAFCo to jewetail electric service pursuant to
Government Code section 56700.

(2) State the nature of the proposal and list all pposed changes of organization.

SSJID proposes to provide retail electric servicertd users within SSJID’s existing service
territory.

As an irrigation district, SSJID was granted theafic authority to “acquir[e], operat[e],
leas[e], and control [] plants for the generatimansmission, distribution, sale, and lease oftetec
power.” Water Code 8§ 22115. SSJID currently ptesiwholesale electric service through its
ownership interest in the Tri-Dam Project and TarDPower Authority. Because SSJID currently
only provides retail electric service to its owrtagnts, SSJID’s Plan for Service will involve the
activation of its latent power to provide retaketric service. Therefore, SSJID is seeking LAFCo
approval of a change of organization.

(3) Set forth a description of the boundaries of décted territory accompanied by a
map showing the boundaries.

SSJID’s service territory can be generally descridg bordering the Stanislaus River on the
South, by the boundary of San Joaquin County aadiSaus County on the East, by Kelly Road,
Lone Tree Creek and French Camp Road on the Nodbg Airport Way on the West. A map of
the SSJID’s service territory is provided in Attagdnt 2.

(4) Set forth any proposed terms and conditions.

SSJID requests that LAFCo approve its proposatdeige retail electric service within its
existing territory, subject to the following conidits:

a. SSJID shall be required to construct all propodectical facilities necessary to
assure that PG&E customers who will continue tedr@ed by PG&E after SSJID’s
implementation of its Plan for Providing Servicande effectively served by the
remainder of PG&E’s electrical distribution system;
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b. SSJID shall create incentives to increase econdeuelopment within its service
territory;

C. SSJID shall ensure that the revenue impact to 8amquin County, as well as the
cities within SSJID’s service territory, resultifrgm the implementation of SSJID’s
plan, will be neutral.

(5) State the reason or reasons for the proposal.

SSJID makes this proposal in order to prudentiywest the growing cash reserves it
receives from its existing assets and services lmaokhe communities it serves; provide reliable
retail electric service that is responsive to theal community and at lower rates; increase jobs in
local communities; and, stimulate the local economy

(7) Designate up to three persons as chief petitiers, setting forth their names and
mailing addresses

SSJID has signed this application as Petitioner.
(8) Request that proceedings be taken for the progal pursuant to this part.

SSJID requests that LAFCo initiate proceedingst®prioposal to provide retail electric
service, pursuant to Part 3, Division 3, Title Glud California Government Code. Specifically,
SSJID requests that LAFCo send a copy of this walp the California Public Utilities
Commission (“CPUC”), which will conduct an invesdigon pursuant to Government Code section
56131, as described below, consider the certiffedrenmental impact report and addendum
prepared by the County of San Joaquin as Lead Agamt make findings as a Responsible
Agency under the California Environmental Qualitgt ACEQA” codified in California Public
Resources Code section 21@Ged), conduct a noticed public hearing to considergloposal,
pursuant to Government Code section 56824.14, ppbae SSJID’s application.

(9) State whether the proposal is consistent withhe sphere of influence of any affected
city or affected district.

SSJID’s Plan of Service is consistent with SSJEpBere of influence, which includes the
City of Escalon and portions of the cities of Marat@nd Ripon. However, SSJID proposes to
provide retail electric service within it existisgrvice territory but not within the full extent its
sphere of influence.

MID currently provides retail electric service witha portion of SSJID’s service territory in
competition with PG&E, but the area is not withinVs sphere of influence. SSJID will assume
PG&E'’s obligation to serve throughout SSJID’s sesvierritory, when it purchases PG&E’s
distribution facilities within this area.

C. CPUC Review

Government Code section 56131 requires the CPUQé&stigate irrigation district
proposals and report its opinion to the LAFCo witBD days whether the proposed service within
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the proposal territory will substantially impairetiability of the public utility to provide adequate
service at reasonable rates within the remaindés gkrvice area. As part of SSJID’s 2005
application process, the CPUC approved Resoluti89H (April 13, 2006) which concluded that
SSJID’s proposed plan to offer retail electric sgwvould not “substantially impair PG&E’s
ability to provide adequate service at reasonaikesrwithin the remainder of its service territory.
This Resolution satisfies the requirements of Gowent Code section 56131. This CPUC action
was confirmed in a letter to LAFCo dated April 2906.

SSJID’s current application is different in a numbgtrespectsdeeSec. lll,suprg from its
2005 application. However, the impact on PG&Emmaming customers from this SSJID
application is unchanged. As a result, Resoluie8074 is sufficient to satisfy the requirements of
Government Code section 56131.

D. Environmental Review

A Final Environmental Impact Report (“FEIR”) wasepared by San Joaquin County and
was certified by the County’s Planning CommissionJane 15, 2006. No litigation was timely
filed to challenge the certified FEIR’'s compliangggh CEQA. With respect to SSJID’s current
application, an addendum to the certified FEIR lteen prepared by San Joaquin County.

VII.  SSJID HAS SUFFICIENT REVENUES TO PROVIDE RETAIL ELE CTRIC
SERVICE AS REQUIRED BY GOVERNMENT CODE SECTION 56824.14

A. Statutory Requirements

Government Code section 56824.14, as amendedieffdanuary 1, 2009, requires that as
part of its consideration of an application to pdavretail electric service,

The commission shall not approve a proposal foestablishment of
new or different functions or class of serviceswmitthe jurisdictional
boundaries of a special district unless the comonssdetermines that
the special district will have sufficient revendesarry out the
proposed new or different functions or class ofises.

As shown below and in greater detail in Attachn®&r8SJID has sufficient revenues to provide
retail electric service.

B. SSJID’s Plan is Economically Viable

SSJID has developed a detailed business plan ambmic analysis to project its cost of
service over the long term, as well as to idergifynary cost uncertainties and strategies for
managing those uncertainties under a range of sosrand future market conditions. The results
of that analysis, set forth in Attachment 8, shbat tunder a range of scenarios, SSJID will be able
to deliver reliable service at a cost savings waild allow it to pass along a 15 percent rate
reduction to customers currently receiving serfioen PG&E.
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SSJID recommends that LAFCo retains an indeperedguert to confirm that SSJID has
sufficient revenues to provide retail electric $egy as required by Government Code section
56824.14. SSJID will reimburse LAFCo for its costssuch a study.

C. SSJID is Financially Capable of Providing Retail E¢ctric Service

SSJID'’s retail electric service operation will geate sufficient revenues to cover all
expenses of providing electric service, includipgmtions and maintenance, power purchase and
debt service on borrowings to pay the purchasemithe system and planned capital expenses. In
addition, SSJID receives sufficient other reverfo@s its power sales and interest earnings to
offset any unexpected expenses of providing retadtric service. Further, the operation of the
retail electric service will have no negative imggagn SSJID’s water customers. SSJID’s
unrestricted cash reserves have increased frono@ppately $25 million as of December 31, 2005
to $51 million as of December 31, 2008 (Table e alspSSJID’s audited financial
statements).

SSJID has the ability to access financing andgoedonds for its public works projects
(Attachment 9). SSJID possesses a superior greslition that will substantially aid it in securing
power purchase agreements, as well as reduce ¢tenmseosts related to such agreements. Lastly,
unlike PG&E, SSJID is not burdened with a requiretrie submit a rate of return to its
shareholders.

D. SSJID Owns a Greater Percentage of Generation Capi&ig to Meet its Customer Load
than PG&E

While PG&E owns approximately 33 percent of theotgses necessary to meet its system
loads, SSJID owns nearly 50 percent of the capaeiéged to serve its anticipated load. Through
SSJID’s ownership of hydroelectric facilities, S3&ontrols a low-cost, renewable source of
power supply that can be used to either (i) diyestirve customers, or (ii) sell to the broader raark
to generate revenues and offset other costs.

SSJID’s prudent ownership of these generationifeesihas contributed to the increase in its
unrestricted cash reserves. Moreover, this reggumavides SSJID with the ability to protect its
customers against future power supply cost inceeasbese factors place SSJID in a unique
financial advantage to provide electrical service.

VIIl.  SSJID HAS THE OPERATIONAL EXPERIENCE AND CAPABILITY TO
PROVIDE RETAIL ELECTRIC SERVICE

SSJID has proven experience in managing power gyggptfolios and operating electric
distribution utilities. SSJID’s current senior nagement has over 65 years of experience in electric
utility management and power marketing.

8 The stated reserves are more conservative tleacuthent assets consisting of cash and
investment figures in the financial statementshay aare reduced by restricted fund®&eeSSJID
Audited Financial Statements for 2004-2008, suladitds Attachment 10.

1-14
DWT 13199054v3 0067070-000001



Since filing its 2005 LAFCo application, SSJID sagcessfully undertaken projects that
demonstrate its ability to develop and construetgroprojects to serve retail electric load, its
commitment to lowering electric rates, and itsiftb install energy efficiency measures that
result in more efficient use of existing generati@pecifically,

SSJID contracted with Lathrop Irrigation DistrittD”) to assist in the design and
initial construction of its retail electric systdor the River Islands project under the
terms of a Mutual Assistance Agreement dated Mag;l2007. LID received
authorization from the LAFCo to offer retail elactservice in January 2005.

SSJID has developed a demand response progranm wWithiCity of Manteca in
cooperation with BPL Global, LTD. Known as Easye@nm, this program offers
customers the opportunity to reduce their peakietagsage. The program has installed
control facilities in the homes of more than 1,868tomers and has the potential to
reduce peak electrical usage during periods of ddrbg as much as 2 megawatts.

SSJID has installed 1.378 MW of solar generatioofteet peak electric demand at
SSJID’s Nick C. DeGroot Water Treatment Plant. sTgrioject provides the Cities of
Manteca, Tracy and Lathrop with a 15 percent diston the water treatment plant’s
electric bill, which is estimated to save thes&si$75,000 per annum.

SSJID is currently expanding the electric generati@pacity at its Tulloch
Hydroelectric Project. The addition of a third geation unit will add an additional 7.5
MW of capacity.

IX. SSJID CAN PROVIDE RETAIL SERVICE AT A 15 PERCENT RA TE DISCOUNT

Prudent planning, investment in infrastructure aadservative management of resources
are hallmarks of SSJID’s management of its irrga@nd generation resources. Agriculture
customers have benefited from SSJID’s service @@ryears in the form of reliable service, very
competitive rates and local control. As discusse®fSJID’s Plan for Providing Service
(Attachment 6), SSJID’s provision of retail electservice will provide significant benefits to
electric customers in SSJID’s service territoryheiit any significant adverse impact on PG&E'’s
remaining electric customers.

SSJID'’s electric retail customers will benefit frarl5 percent drop in electric rates. As
shown in Attachment 8, this savings amounts to&frillion in the first year alone and will
continue each year. Further, the benefit of reduages to retail customers will not come at the
expense of local governments. SSJID’s Board oéd@ars has pledged to provide the cities within
its boundaries and the County with the same revasubey currently receive from PG&E’s
electric revenues when SSJID assumes the obligatiprovide retail electric service. SSJID’s
economic model allocates 2.5 percent of gross &&to local governments. PG&E'’s existing
franchise agreements provide 2 percent. This comemnt to local government is consistent with
SSJID’s current practice of reducing the electates charged to the cities receiving water from its
water treatment plant.
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SSJID’s ability to provide a 15 percent rate regurcto all electric retail customers is due to
the following factors:

Anticipated electric revenues will be sufficientdover costs of operation and debt
service on borrowings to finance the purchase esffstem from PG&E and capital
improvements;

SSJID has significant other revenues and unrestricash reserves to offset unexpected
operational costs;

SSJID has access to lower cost borrowings to fieaapital improvements: 5.5 percent
(SSJID) vs. 8.8 percent (PG&E);

SSJID’s ownership interest in electric generat@xilities operates to protect against
future volatility in electric prices;

SSJID has no parent corporation and thereforeiesamo parent company overhead
expenses;

SSJID does not need to collect revenue to pay é@bXdercent shareholder return;

SSJID does not collect income taxes in its rates.
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ATTACHMENT 2
8.5" X 11" Proposal Map/Map of Affected Territory
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ATTACHMENT 3
Certified Copy of Resolution of Application
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RESOLUTION NO 09-

RESOLUTION OF THE SOUTH SAN JOAQUIN IRRIGATION DIFICT
TO APPLY TO LOCAL AGENCY FORMATION COMMISSION TOROVIDE RETAIL
ELECTRIC SERVICE

WHEREAS, South San Joaquin Irrigation District (8Dict”) is authorized by Water Code section
22115 to provide for the acquisition, transmissaod distribution of electric power, and

WHEREAS, the Board finds that its 100 years of eiguee in providing essential public services
to its customers, its 50 years of experience irgeeration and sale of hydroelectric power, asd it
hydroelectric assets, cash reserves and ongoingesoaf revenues, make the District uniquely
qualified to provide retail electric service withis service territory, and

WHEREAS, the Board finds that it is in the pubhtdrest to provide retail electric service in order
to:

Reduce customers’ electric rates by 15 percent;

Improve the local economy;

Increase jobs and job opportunities in local comitnes)

Improve customer service;

Increase the reliability of service;

Increase the availability and funding for publi;mbéts programs;

Entrust electric service policies and practiceltally elected officials who are directly
accountable to voters in the communities the Riss@rves;

More equitably distribute the benefits of the Ddts ownership interest in the Tri-Dam
Project and other low-cost hydroelectric generataugjities;

Prudently invest the District's cash reserves witleese resources can provide the
greatest long-term benefit to the ratepayers acal lkommunities the District serves,
and

WHEREAS, the District may file an application witie San Joaquin Local Agency Formation
Commission (“LAFCQO?”) to provide retail electric s@re after adopting a resolution of application,
pursuant to California Government Code section$8666654, 56700, 56824.10, 56824.12 and
56824.14, and
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WHEREAS, a public hearing has been held on this Hafore the District’'s Board of Directors in
order to receive oral or written testimony on tlheestion of whether the Board should approve a
resolution to file an application with LAFCO to pide retail electric service, and

WHEREAS, notice specifying the date, time and plafceéhe public hearing concerning the
adoption of this resolution has been given by mgito each interested agency and each subject
agency as required by Government Code section 58684y publication as required by sections
56824.12, 56153 and 56154, and

WHEREAS, the District has prepared an applicatahAFCo and plan to provide retail electric
service that the Board finds satisfies all of tleeents required by the foregoing California
Government Code statutes, and

WHEREAS, the Board finds that providing retail ¢tecservice will provide significant benefits to
electric customers in its service territory,

NOW THEREFORE, BE IT RESOLVED that:

1. The District shall file an Application to LAFCO amdian to provide retail electric service, as
required by California Government Code section53666654, 56700, 56824.10,
56824.12 and 56824.14, and

2. lIts General Manager is authorized to execute ahdede¢o LAFCO the Application and
Plan of Service in the form heretofore presenteiti¢dBoard and such other documents as
may be necessary, to make such changes to suchhdotaias the District’'s General
Manager finds to be necessary, and to pay the pppte administrative fees to file and
process the applications.

BE IT FURTHER RESOLVED, that this resolution shiake effect immediately.
PASSED AND ADOPTED this'3 day of September 2009 by the following roll cadte:

Ayes:
Noes:

The undersigned Secretary of South San Joaqugation District certifies that the foregoing
Resolution was adopted by the Board of Directows sgecial meeting held on September 3, 2009

Dated: September 3, 2009 By
John Stein, Assistant Secretary
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ATTACHMENT 4
Environmental Document

The South San Joaquin Irrigation District (“SSJIPIan to provide electric service requires
discretionary approval by the San Joaquin Localnggd-ormation Commission (“Commission”).
This approval constitutes a Project as definechbyQalifornia Environmental Quality Act
(“CEQA"); therefore, CEQA compliance is requiredaapart of the approval process.

In this unique situation, subdivision (e) of Pulllitilities Code section 9607 designates the
county in which electric transmission or distrilmutifacilities are proposed for construction or
installation as the lead agency for purposes adfgatg CEQA. In this instance, the Lead Agency
is San Joaquin County (“County”). Previously th@u€ty prepared an Environmental Impact
Report (“EIR”). The EIR was circulated for pubiomment, the County responded to comments
received and on June 15, 2006, after a duly nopedxdic hearing where the County Planning
department recommended that the EIR be certiffedCounty Planning Commission certified the
EIR. No interested party filed an appeal with @@inty Board of Supervisors to review the
Planning Commission’s certification of the EIR.

The County filed a Notice of Determination with t@eunty clerk and the Notice of
Determination was posted. A true and correct afgire Notice of Determination is attached as
Exhibit 4-A, hereto. No litigation challenging tiimunty’s certification of the EIR was filed within
the applicable statute of limitations.

The EIR fully analyzed the environmental effect$S&JID’s proposal to provide retalil
electric service, including purchasing existing F&distribution facilities and construction of some
distribution facilities to, for example, physicabgparate the distribution facilities SSJID will
purchase, own and operate to serve customers vitshéervice territory from the facilities that
PG&E will retain to serve its remaining customershe area, to bring PG&E’s existing distribution
facilities up to SSJID’s standards and to accomrteodaticipated future growth within the district.
The current SSJID proposal does not include subataimanges to the previous request which
would require major revisions to the EIR due toithelvement of new significant environmental
effects, substantial increases in the severitye¥ipusly identified significant effects, or the
existence of new alternatives or different mitigatmeasures that did not previously exist or were
previously found to be infeasible. Indeed, theentr proposal reduces the amount of proposed
construction and thus, correspondingly lessensigdlyshanges to the environment.

As the Lead Agency as designated by Public Utii®mde subsection 9607(e) San Joaquin
County is preparing an addendum to the previoustiifeed EIR. The Commission should
discharge its duty as Responsible Agency under CEQ@Auding satisfying CEQA Guideline
section 15096 subsections (f), (g) (h) and (i).
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ATTACHMENT 4A

California Home Thursday. June 11, 200

wr:.h'ume 2 Cal i fO 't ].. a. ( 1. “‘:

" OPR Homa > CE@Anet Home > CE@Anet Query > Search Resulls > Document Deescripion

South San Joaquin Irrigation District Plan to Provide Retail Electric Service

SCH Mumbser: 2005702018

Type: MOD - Motice of Deterrmimation

Project Description

The South San Joaguin Irrigation District (S5JI0) proposes o expand e sendces it offers 1o the publc within its sendee termtory to include retail eleciric
servce and fo acquire exsing electic dismibuiion facilibes currently owned and operaied by Pacific Gas and Sectric Company (PGEE) in order to do so.

Project Lead Agency
San Joaguin County

Contact Information

Primary Contact:

Byron MoCray

San Joaguin County Community Desvelopment Deparimant
208 488-3120

1810 E. Haz=lon Avenus

Stockton, CA 85205

Project Location

County:  San Joaguin

City: Mantscs, Escalon, Ripon
Region:

Cross Sreets:  Various-French Carmp Road, Jack Tons Road, Yosermite Avwenus
Parcel Mo

Tonship:

Range:

Section:

Base MiDiablo

Cthar Location Info:

Determinations

This is to advise 'I‘.'L.aﬂhnz-'i Le=ad Agency [ Responsible Agency  San Joaguin County Planning Commission  has approved the project described
aboe on GM1572008 and has made the folowing determinations regarding the project described abowe.

1. The project ™ wit [ will not have a significant effect on e emviranment,

2. E £An Emdronmental impact Report was prepared for this project pursuant to the prowsions of CEQA
[da Megafive Declarafion was orepared for this project pursuant to the provisions of CECA

3. Mitigaticn r'.'laas-unsli WErs |_ were not made a condition of the approval of the project.

4. A Stafement of Overriding Considerations | was P was not adeoted for s project

5. Findgings® were [ were not made pursuant to the provisions of CEGA

Final EIR Available at* 1510 East Hazehon Averue Stocklon, GA B5205

Date Received: &2372008
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ATTACHMENT 5
8.5" x 11" Vicinity Map
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ATTACHMENT 6
Plan for Providing Services

INTRODUCTION

This Plan for Providing Service addresses fiscalnagement and staffing, operations,
billing and collection, data management, and paswgply issues associated with the provision of
retail electric service by the South San Joaquigdtion District (“SSJID”). This Plan for
Providing Service anticipates that SSJID will assurtility responsibility in 2011. Upon
implementation of its plan, SSJID will begin prowid retail electric service to approximately
37,800 end use customers.

For system planning purposes, SSJID estimatesqreaigy use for customers in its service
territory to be 180 MW. To provide service to teesistomers, SSJID will hire sufficient staff to
run the utility. Its plan provides for a fully-$tad utility of 68 new electric utility positionsi
addition to its current utility staff. If additiahstaff are later determined to be necessary,[5SJI
will hire additional employees. SSJID anticipatest the impact from hiring employees above the
anticipated number of 68, will have a very minaraiicial impact on its operational budget. At
start-up and for several years, SSJID will outsews@me of the functions to other publicly-owned
utilities and private contractors to assure cofetive operations.

Il. GOVERNMENT CODE SECTION 56653 REQUIREMENTS

Government Code Section 56653 provides that theviolg information be provided in
SSJID’s plan for providing service:

A. Enumeration And Description Of The Services To Be i&ended To The Affected
Territory

SSJID proposes to provide retail electric servicalk electric end-users in its service
territory. This service will be in addition to tireigation services and drinking water service
currently provided by SSJID. The electric servitebe offered by SSJID will be commensurate
with the services made available by other locditigs, including: new business engineering and
construction; facilities maintenance and operat@nergency troubleshooting and repairs;
warehouse and equipment storage operations; fleeh@ase and maintenance operations; power
dispatch operations; power acquisition; distribmimd scheduling operations; automatic meter
reading and billing functions; full customer seevigffice function with phone and counter
personnel; a service planning group to ensurethigatustomer’s new business and energy
efficiency needs are met and to meet SSJID’s comerit to AB 1890 public goods requirements.

B. The Level And Range Of Services

SSJID will provide the same primary services tacatomer classes (residential,
commercial, industrial and agricultural) currertlging provided service by PG&E.

Smart Meter Program — Provides automated metem@gaability to pinpoint outages and
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speed restoration and will eventually provide newer pricing plans that will assist
customers to control their energy bills;

Online bill payment — Allows a customer to view goal their bills online;
Solar Energy Rebate Programs;
Levelized bill payment plans — allows a customepdy the same amount each month;

Demand response air conditioning program — alldwesutility to remotely control a
customer’s air conditioning setting to avoid poweerruptions, without shutting off the
customer’s air conditioner;

Low income assistance;

Assistance to Seniors.
SSJID will also provide public benefits programeagplained in Section C below.
C. SSJID’s Public Purpose Programs

SSJID, as an electric utility, will be requiredpmvide Public Purpose Programs. The
intent of these Public Purpose Programs is to re@nergy usage (efficiency), promote clean
energy, and provide low income assistance. Imiberchy of what is important to customers,
Public Purpose Programs are third on the list aevice reliability and service costs. Customers
understand that effectively run Public Purpose Rnmg will reduce their utility bills and enhance
environmental quality. SSJID’s plan to provideaikglectric service allocates 4 percent of gross
revenues to Public Purpose Programs. By way dfasi state law requires investor-owned
utilities to devote 2.85 percent of gross revenodkeir respective Public Purpose Programs.

A 2009 status report required by Senate Bill 1d8tes that the Public Purpose Programs
offered by publicly owned utilities, such as Modgebtigation District and Turlock Irrigation
District, deliver three times the savings per dadla do investor owned utilities, like PG&E. There
is no question that the Public Purpose Progranbe toffered by SSJID will better serve the local
community.

SSJID will focus solely on local customers. SSHH3 reviewed offerings from other
publicly owned utilities (Modesto, Turlock, and &&amento Municipal Utility District) in order to
be in a position to offer the most effective Pullirpose Programs. As compared to PG&E, SSJID
will invest more money in Public Purpose Programisqustomer than PG&E (4 percent as
compared to 2.85 percent), use local labor, antbouge Public Purpose Programs to fit the
particular needs of SSJID’s customers.

The types of programs that SSJID anticipates offeinclude:
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Residential - Energy Audits;
- Rebates for installation of energy efficiency measu
and solar;
Refrigerator recycling program;
CFL rebate;
New Construction Rebate;
Energy Savings Kits for school children;
Education Specialist: Outreach to schools and
community groups;
Low - Weatherization: for low-income qualified customers;
income/discounts
Levelized bill payment plans — allows a customer to
pay the same amount each month;
Rate Discount off energy charges for the first 800
kWh;
Commercial - Meter Manager;
Online Energy Management Tool,
Custom Rebates and technical support for investment
in energy efficiency equipment;
Refrigeration, Lighting Rebates;
Regional partnership with cities, housing agencies
and other entities with an interest in building
efficiency and clean energy generation.

SSJID will work cooperatively with the local govemants in its territory to maximize the benefits

of Public Purpose Programs. As evidence of thisradment, SSJID has teamed its resources with
the cities to capture federal stimulus dollars atieer funds. SSJID’s investment in the Public
Purpose Programs will create local jobs and redpeeating costs for area residents, industries and
governments.

D. Proposed Timeline For Extending Service To The Affeted Territory

SSJID plans to commence providing retail electeivige in 2011. In order to do so, SSJID
must obtain timely approval of its application b&ECO and must purchase the electric
distribution facilities currently used to providetail electric service to end users within SSJID’s
service territory. SSJID prefers to purchase #tndifies by negotiated agreement with PG&E.
However, PG&E has previously indicated that it vebrdquire that its assets be acquired through an
eminent domain court proceeding. Thus, the dae38JID can provide retail electric service
depends upon the satisfaction of certain procedciieals.
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E. Improvements Or Upgrading Of Structures, Roads, Seer Or Water Facilities, Or
Other Conditions The Local Agency Would Impose Or Rquire Within The Affected
Territory if The Change Of Organization Or Reorganization Is Completed

A description of SSJID’s plan for constructing anstalling new facilities and for
separating the facilities purchased from PG&E ftbenremainder of PG&E’s system, is included
in Attachment 7.

F. Information As To How Services Will Be Financed

SSJID has evaluated the cost of expanding thecasrtihat it offers to include retail electric
service through the use of a Proforma economic inotl@s model is explained in Attachment 8.
A summary of SSJID’s financial forecast through 2@8also contained in Table 6-1. This
summary includes total revenues, expenses, debtsecand debt coverage ratios.

The cost to provide retail electric service reféecin Table 6-1, which includes the cost to
purchase the electric distribution facilities cuthg owned by PG&E and to construct new
facilities, will be financed to the extent neceysairough the use of both taxable and tax exempt
bonds. A summary of SSJID’s financing plan to jdewthis new service is addressed in
Attachment 9. SSJID’s ability to finance its Plaremonstrated in the economic analysis enclosed
in Attachment 8 and confirmed in the opinion of B83 bond counsel, enclosed as Attachment 9,
Exhibit 9-A.
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Table 6-1, Summary of Financial Forecasts

Summary at Ten Year Intervals

DWT 13199054v3 0067070-000001

SUMMARY FINANCIAL FORECAST: Base Case 1 2 3 4 5 10 20 30
$ in millions 2011 2012 2013 2014 2015 2020 2030 2040
1 |Beginning Cash Balance 10.0 15.9 22.6 315 414 81.9 292.9 711.5
Revenues
2 | Revenues -- Payments From SSJID Customers 77.1 80.2 83.3 86.7 90.1 109.6 162.0 230.5
3 ] SSJID Contribution outside of initial $10 million 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
4 | Interest Income 0.5 0.5 0.6 0.7 0.9 1.9 6.9 17.0
Total Revenues 77.6 80.6 83.9 87.3 91.0 111.5 169.0 247.6
Expenses
5 | Cost of Power (including losses) 46.3 48.2 50.1 52.1 54.1 65.8 97.3 138.5
6 | O&M/A&G Costs 8.0 8.1 8.3 8.4 8.6 9.5 11.6 13.9
7 | Public Benefit Costs 3.1 3.2 3.3 3.5 3.6 4.4 6.5 9.2
8 | Payments In Lieu of Taxes 1.9 2.0 2.0 2.0 2.1 2.3 2.8 3.4
9 | Exit Fees/Nonbypassable Payments to PG&E 3.9 4.0 2.9 3.0 3.0 3.3 0.2 0.3
Total Expenses 63.2 65.4 66.6 69.0 71.4 85.3 118.4 165.2
10] Capital Improvements and R&R - - - - 3.3 3.7 5.9 7.1
Debt Service
11| Taxable Debt Service 4.9 4.9 4.9 4.9 5.8 5.8 5.8 5.8
12| Tax-Exempt Debt Service 3.5 3.5 3.5 3.5 4.7 4.7 4.7 4.7
Total Debt Service 8.5 8.5 8.5 8.5 10.5 10.5 10.5 10.5
Ending Cash Balance 15.9 22.6 315 41.4 47.1 93.8 327.0 776.2
13]Debt Coverage Ratio 1.70 1.79 2.04 2.17 1.86 2.48 4.80 7.82
Line/Assumptions to Financial Forecast
1]SSJID contributes $10 million at beginning of the Project
2|Revenues based on PG&E retail rates less 15% .
2|Loads based on load estimates from PG&E's own Valuation Study
3| SSJID contribution to meet DSC & other constraints
4|Interest Earned on Cash Balance @ 2.5%
5|Based on a Study by Major Power Marketer ($82/mwh 2011 base)
5]Includes Reserves,Ancillary Services & RPS Obligations
6] Staffing of 68 employees plus contractors @ 3% AARG
7]4% of Revenue
8|Equivalent to current level of County/City PG&E $s
9|Exit fees hold PG&E ratepayers harmless
9]1st 4 years R&R is rolled in non-taxable bond issues (not in DSC)
11]Taxable debt at 7.5% interest rate (interest only 1st 4 years)
12|Non-taxable debt at 5.5% interest rate (interest only 1st 4 years)
13| Debt coverage ratios meets industry standard 1.25 ratio test
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1. GOVERNMENT CODE SECTION 56824.12 REQUIREMENTS

Government Code section 56824.12 requires thdbtluaving information be provided
in SSJID’s plan to provide a new or different seevi

A. Total Estimated Cost To Provide Retail Electric Sevice

Table 6-1, above, provides a summary financialdase showing estimated SSJID
revenues and expenses related to the provisicetaif electric service. As shown in Table 6-1,
the total estimated cost to provide service is etqueto be approximately $71.9 million in 2011
(including debt service). SSJID expects to shositp@ cash flow of $5.4 million in the first
year of providing service.

B. Estimated Cost Of Services To Customers

SSJID will provide retail electric service at raféspercent lower than PG&E rates.
SSJID’s ability to do so, under a wide range ofdibons, is demonstrated in the economic
analysis presented in Attachment 8. SSJID planssorg the same rate design structure that is
currently being used by PG&E for customers withBUB’s service territory. Table 6-2
compares SSJID’s forecast of PG&E rates with SSJiBXes, by customer class, in SSJID’s
service territory.

® These rates are based on PG&E'’s rate schedusédential, small commercial A-1 and E-1,
large commercial A-10S, Industrial E-19S, AG-4B.
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Table 6-2,Comparison of Estimated Rates 2011

&'( ) *
+1
&/ 0 /10 2 23

$0.180

$0.170°
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$0.120

$0.110

Residential Small Commercial Large Commercial Industri al Agriculture

C. Existing Providers Of Service And the Potential Fisal Impact To The Customers Of
Existing Providers

There will be no adverse fiscal impact to PG&Eaning customers related to
SSJID’s Plan for Providing Service. The CPUC, es8&ution E-3974 (April 13, 2006) found
that SSJID’s proposal would not substantially impaE&E’s ability to provide adequate service
at reasonable rates within the remainder of itgiseterritory. This result is due in part to the
relative insignificance of the number of custontéet would receive service from SSJID to
PG&E'’s total customer base — specifically, 37,808temer accounts represents less than 0.0075
percent of PG&E’s current 5.1 million electric auster base and PG&E'’s ability to spread any
minimal impact on its large customers base. Furthe loss of revenue that PG&E will
experience as a result of SSJID purchasing themsysithin its service territory will be offset by
reduced costs, as described below.

1. Lost Revenues are Offset by Reduced Costs of Sewic

SSJID will pay market value for PG&E’s distributiggstem which will cover 100
percent of PG&E’s “sunk costs” (book value) assdawith the facilities purchased by SSJID.
As a result, PG&E’s remaining customers will nogenbear any additional distribution-related
costs for operating and maintaining those facditi®G&E’s primary exposure is whether its
going-forward costs can be managed (reduced) teraw lost revenues that may be incurred.
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Since PG&E will no longer be serving SSJID custanis going forward costs should be
reduced accordingly.

Although SSJID’s proposed Plan will result in “lesvenues” for PG&E, the Plan will
also result in reduced costs for PG&E that wilklikbe in excess of PG&E’s lost revenues from
those customers, including:

the transfer of load to SSJID will reduce PG&E'&ddo procure new resources to
serve load in the near and long term;

Because the load to be transferred to SSJID insladaibstantial contribution to
“summer peaking” relative to PG&E’s system aver&®@&E’s additional future
generation capacity needs in the summer will becged,;

the transfer of load to SSJID removes load thatirsently paying less than full cost
of service standards as measured by PG&E, thusireglithe cross-subsidy paid by
other PG&E customers within SSJID’s service teryito

the transfer of load to SSJID reduces the neeB&S.E investment in additional
transmission capacity to ensure reliable delivényawer during the peak load
(summer) season.

PG&E'’s distribution facilities will be taken out 8fG&E’s rate base and will no
longer be the responsibility of PG&E’s remainingimmers. PG&E’s remaining
customers will no longer pay a rate-of-return, @egtion and income taxes on these
assets.

2. SSJID’s Plan Provides for Payment of Non-Bypassabléharges

The obligation of departing PG&E customers to calawve-market generation-related
costs and other non-bypassable charges after thpyaking service from PG&E ensures that
the remaining PG&E customers will not bear any &oldal generation-related costs as a result
of customers taking service from SSHDSSJID's financial projections provide for paymeht
all costs associated with non-bypassable chargd8{$”) that may be payable by SSJID’s
customers to PG&E. These projections have beeatagdo reflect currently-authorized NBCs
for municipal departing load.

Bundled PG&E customers located in SSJID’s senacetory currently pay a variety of
non-bypassable charges, including generation-iEkaémsition costs arising from changes in
California state laws pertaining to electric inadysestructuring dating back to the mid-1990’s
and costs related to financing PG&E'’s emergenama foankruptcy. These non-bypassable
charges are specifically designed to avoid anyt‘sbgting” that might otherwise occur when a
customer leaves utility service for service prodidig another provider. The responsibility to
pay non-bypassable charges ensures that depanttgneers do not avoid certain cost
obligations and, as a result, prevents any relat@@ase in costs to remaining utility customers.

19 The applicability of non-bypassable charges tairetectric customers that may ultimately be
served by SSJID is governed by legislation, as agthe orders and decisions of the CPUC.
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Further, as a result of legislation and decisidith® CPUC, some load to be served by
SSJID may be exempt from some or all generaticated|transition costs and other non-
bypassable charges. These legislative and adnaitivg exemptions recognize that certain loads
did not contribute to the need to incur costs fbial non-bypassable charges have been
established and therefore, should not be subjesti¢h charges, whether they are served by
PG&E or another power provider. Accordingly, angls exemptions for which load to be
served by SSJID may qualify will not result in arost shifting from SSJID customers to
remaining PG&E customers.

3. SSJID’s Plan Will Not Idle PG&E's Distribution Faci lities

SSJID plans to purchase PG&E’s existing electrstridtiution facilities - not build a
duplicative system. Accordingly, SSJID’s plan wiit result in any PG&E distribution facilities
being idled.

As part of its plan, SSJID anticipates constructihtpast one new substation, installing
new transformers in certain substations that it putchase and installing new distribution lines
and feeders in certain areas. Some of thesetiegilill be necessary to physically and
operationally “separate” the facilities SSJID irdero purchase from PG&E’s remaining electric
distribution system and to ensure that PG&E’s ramgi customers do not experience any
degradation in service. Other facility construetis planned in order to improve reliability.

This construction to improve reliability will nogsult in the idling of any PG&E distribution
facilities.

A more detailed description of SSJID’s plan for stoaucting and installing new facilities
is included in its Project Design (Attachment 7).

4. Summary

PG&E'’s ratepayers will not suffer any significawlvarse impact as the result of SSJID’s
proposed Plan because lost revenues will be dffsebst savings, PG&E will receive non-
bypassable charges and no PG&E facilities willdled. As discussed in Attachment 1 above,
LAFCo will request that the CPUC confirm that SS3Ipurchase of the PG&E electric system
will not substantially impair PG&E’s ability to pvade adequate service at reasonable rates to its
remaining customers.

D. SSJID’s Plan Will Involve the Activation of the Power to Provide Retail Electric
Service

As an irrigation district, SSJID was granted theafic authority to “acquir[e], operat[e],
leas[e], and control [] plants for the generatimansmission, distribution, sale, and lease of
electric power.” Water Code § 22115. SSJID culyeprovides wholesale electric service
through the sales of energy from its Tri-Dam Prpj&d-Dam Power Authority and Woodward
hydroelectric projects. In this manner, SSJID ently provides electric service to wholesale
customers and indirectly to retail end use custemecluding end use customers within its
existing service territory.

SSJID intends to extend the benefits from its osimigrof its hydroelectric facilities by
providing electric service directly to end use oasérs within its existing service territory on a
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retail basis. Therefore, SSJID’s Plan for Servidéinvolve the activation of its latent power to
provide retail electric service.

E. SSJID’s Plan For Financing The Establishment Of Sesice

As described in Attachment 9, SSJID will financeritail electric service project
through the use of both taxable and non-taxablel$on

F. Alternatives To SSJID Providing Retail Electric Sewice

There are no alternatives that meet SSJID’s obegin expanding the scope of the
services it provides to include retail electricvse®. A number of potential alternatives were
previously raised by PG&E in opposition to SSJIpreor 2005 proposal and have been
considered by SSJID. These included: (1) maimgithe status quo with PG&E continuing to
provide retail electric service within SSJID’s Seevterritory and no change in the scope of the
services provided by SSJID; (2) construction oflshapive distribution facilities by SSJID rather
than purchasing the existing distribution facibtief PG&E to provide retail service; (3) sharing
proceeds from SSJID’s ownership interest in Tri-Daitthh PG&E’s retail electric customers
through a credit on PG&E’s electric bills; (4) singrproceeds from SSJID’s ownership interest
in Tri-Dam with SSJID’s irrigation customers thrdug credit on irrigation service bills; and (5)
Community Choice Aggregation.

None of these options is a satisfactory alternatv8SJID’s Plan to provide retail
electric service since none meets all or even ifoste primary objectives of SSJID’s Plan.
These objectives include: (1) reducing retail #lecates by 15 percent; (2) improving the
guality and reliability of electric service; (3)steng responsibility and accountability for electri
resource policies and practices to locally electidials who are accountable to voters in the
communities served by SSJID; (4) providing a medmaore equitably distributing the
economic benefits of SSJID’s ownership interestnADam and other hydroelectric generating
facilities; and (5) prudently reinvesting SSJID&sh reserves in a manner that maximizes the
long-term benefits to the ratepayers and local canmities SSJID intends to serve. Others, for
example sharing the proceeds of SSJID’s ownersitgoast in Tri-Dam with PG&E'’s electric
customers and Community Choice Aggregation argaohissible options under the law. As a
result, SSJID has considered and rejected alleo&lternatives that have been raised to
expanding the scope of its services to includélrelectric service.
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ATTACHMENT 7
Project Design

INTRODUCTION

The South San Joaquin Irrigation District (“SSJIBXpects to purchase the electric
distribution facilities currently owned, operateahd used by Pacific Gas and Electric Company
("“PG&E") to provide retail electric service to enders within SSJID’s service territory. As a
result, SSJID will, for the most part, be usingséirig facilities to provide service. However, as
part of its plan, SSJID anticipates constructingase new facilities, which will be necessary to
physically and operationally separate the facgi®SJID intends to purchase from PG&E’s
remaining electric distribution system. Such nenstruction is designed to ensure that PG&E’s
remaining customers and SSJID’s new customers $iaviiar or better quality of service after
the separation of the systems. This result wageeby extensive studies of the system before
and after the separation that confirmed: a) thevosd's flexibility to transfer load between
feeders and between substations during outagebevéhhanced and b) the estimated reliability
indices of System Average Interruption Durationdrd*SAIDI”), Short-Term Average Failure
Intensity (“SAFI”") and Customer Average Interruptibrequency Index (“CAIFI”) for the
separated system are expected to improve. Lowabars on each of these indices indicate
higher system reliability.

The following table shows the expected long terhadity indices for the system,
before and after the separation, based on typidalge rates and repair times.

After

Original System Separation
SAFI [1/a]
SAIDI [min/a] 169.41 139.77
CAIFI [min] 69.53 69.37

The expected increase in reliability in the systeithhappen as a consequence of the
construction required to separate the facilitie§IBSvill acquire as a result of the purchase of
PG&E'’s distribution system. These investments hheedual role of improving quality of
service and separating SSJID’s assets from thoB&&E. No PG&E facilities will be idled as
a result of SSJID’s purchase of PG&E’s facilitiesl @onstruction of new facilities.

Il. SUBSTATIONS

SSJID proposes constructing one new substationdd@an Jack Tone Road and, upon
system purchase, expects to install new facilatetBG&E’s existing Manteca and Ripon
Substations, as well as at Modesto Irrigation s (“MID”) Clough Substation in Escalon to
increase their capacity and connect new feedes.line
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A. Manteca Substation

SSJID plans to purchase portions of PG&E’s Manfadastation, namely, all of the 17
kV switchyard and 115/17 kV transformers as welpagions of the 115 kV switchyard. This
purchase will allow SSJID to reliably serve custosria the Manteca area, ensure minimum
disruption to the customers during the transfed, @liminates the need for duplicated facilities.

At the Manteca Substation, SSJID plans to instaka 115/17 kV transformer and two
new feeders, that will re-connect the two feedersantly served from Vierra Substation. SSJID
is not intending to purchase PG&E’s Vierra SubstatiOver the medium term, SSJID will add
new feeders to Manteca Substation to serve loagtgro

The main investments at the Manteca Substationdiec!

One new 1200 Amp SF-6 115-kV breaker (Breaker NBigure 7-1) and two
associated 2000 Amp gang-operated switches soutteaker number 114.

One new voltage transformer for measuring and ptiote.

Reconnect the Transformers identified as T#5, TH#b &7 as shown in Figure 7-1,
taking advantage of the new positions created.

Two feeder exits consisting of two new 17-kV baygwene vacuum breaker of at
least 800 Amp nominal and three switches each.sdkgits are to be connected to
T#7 (existing) before the installation of the neansformer T#8 (see below). After
the addition of T#8 at least one exit will be tri@nsed over.

Install a new 17-kV bus tie breaker, possibly nEe#s.

PG&E to install three new 1200 Amp SF-6 115-kV lexa (Breaker N1 to N-3 in
Figure 7-1) and corresponding 2000 Amp gang-opérsetches between breakers
124 and 164. Installation will be at SSJID expense

A new relay/control house will be necessary onSB8dID side, as well as the
separation and coordination of protection of bd#3I®’s and PG&E’s 115-kV sides
of the substation.

A new 115/17-kV, 30 MVA transformer (identified #88 see Figure 7-1) with load
tap changer and oil containment facilities arouralttansformers to contain the
estimated 5,000 gallons of oil. Other transformerhe substation must also have
such facilities. This new transformer T#8 will aftiekibility and capacity for load
growth, but it can be delayed.

One 2000 Amp gang-operated switch for the isolabbh#8 and 3 lightning arresters
for the protection of the transformer.

B. Ripon Substation.

SSJID plans to purchase the entirety of PG&E’s Rifabstation; the 115 kV
switchyard, transformer and 17 kV switchyard. Tpuschase will allow SSJID to reliably serve
customers in the city of Ripon and surroundinglraraas. Also, it will ensure minimum
disruption to the customers during the transfed, elminates the need for duplicated facilities.
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SSJID will install a new 115/17 kV transformer itpBn and add a new feeder exit after
the separation. These investments are necessargdbthe existing load, the expected load
growth and the load that will be transferred todRirom PG&E’s Avena Substation, which will
not be purchased by SSJID.

The main investments at the Ripon Substation ireclud

A new 115-kV circuit switcher (420 Amp) and a 208 p gang-operated switch
(three-phase), and three lightning arresters faneotion of the new transformer.

One new 30-MVA transformer with load tap changed arthree-phase, gang-
operated 17-kV switches. This transformer wilbat&ve oil containment
facilities similar to those of the existing transfeer.

One new 17-kV feeder exit with one vacuum break0Q Amp) and 3 three-
phase gang-operated switches.

One new 17-kV bus tie breaker, vacuum type (200@A three-phase gang-
operated switches; and one voltage transformer.

A oneline diagram of Ripon Substation is attacheéigure 7-2.
C. New Jack Tone Substation

SSJID plans to construct a new substation on Jaok Road, north of Louise Avenue,
adjacent to PG&E'’s existing 115 kV transmissiore$in This new substation will supply the load
currently being served by PG&E’s Avena Substatwinich will not be purchased by SSJID.

The new substation will also supply part of thedl@arrently served from Manteca Substation,
allowing Manteca Substation to serve the additidmed currently served from Vierra
Substation, which will not be purchased.

The Jack Tone Substation will be located on an@gpprately two acre site and SSJID
expects the substation will include:

Three 115-kV line entry bays, each with a 1200 Awgmker, three 2000 Amp
gang-operated switches, and one voltage transformer

One 115-kV, 1200 Amp bus-coupling breaker and tB@@0 Amp switches.

Two transformer connection bays, each with a 115kduit switcher (420
Amp), a 2000 Amp gang-operated switch and thrdenigg arresters.

Two 115/17-kV, 30 MVA transformers with load tapacigers and oil
containment.

Two switchgear and control buildings, each contagra 2000 Amp main vacuum
circuit breaker and four 1200 Amp vacuum circugdiers for initial and future
17-kV feeder circuits. Initially three 17 kV feedawill be connected to this
substation.

A 115-kV aluminum pipe bus with two 2000 Amp gangeated switches.
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A oneline diagram of Jack Tone Substation is atddas Figure 7-3. Figure 7-4 shows a layout
of the Jack Tone Substation.

D. Expansion to Clough Substation

The City of Escalon and areas south of the citycareently supplied by two feeders
from PG&E’s Riverbank Substation on River Roadtpasneer Avenue. This source of supply
is rather distant and the feeders must go acreakarteas before reaching the city. The areas to
the north of Escalon are supplied by one feeden fitte Avena Substation, which will not be
purchased.

To solve this problem, SSJID plans to work with Mtbbexpand MID’s Clough
Substation in Escalon to supply the load curresgiywed from the two substations mentioned
above (Riverbank and Avena), which will not be phaged.

The expansion of Clough Substation has been agodegdMID, which will carry the
added load. The expansion is anticipated to bepased of the following:

One new transformer connection bay, a 69 kV cirswitcher (420 Amp), a 2000
Amp gang-operated switch and three lightning aersst

Three new 17 kV substation feeder exits, each $200 Amp vacuum circuit
breakers and 3 three-phase gang-operated switdlinese feeder exits will
provide a new connection point to the feeders atiyeserved from Riverbank
and Avena Substations.

II. FACILITIES NECESSARY TO SEPARATE SSJID CUSTOMERS FROM
PG&E’'S REMAINING SYSTEM

In certain areas (identified below), the facilittaat SSJID expects to purchase are
currently used to provide electric service to costos both within and outside of SSJID’s service
territory. In order to ensure that customers ledaiutside of SSJID’s service territonye(,

PG&E’s remaining customers) will not experience degradation in service as a result of
SSJID’s purchase, SSJID plans to construct andlircgrtain new facilities. In certain cases,
new facilities are required to reconnect SSJID'stemers inside the territory to SSJID’s
network.

A. Investments for Reconnection of Customers in the M#eca Area

The major investments in Manteca are those assalcveith reconnecting customers
inside SSJID’s territory currently served from PG&Fierra Substation. These customers will
be transferred over to the Manteca Substation.

Two new feeders will be installed by SSJID in Maat&ubstation, identified as MT
New 1 and MT New 2. These new feeders will recohegisting sections of the medium
voltage network to the Manteca Substation by nemstraction consisting basically of two
sections of cable 1.8 miles and 0.7 miles in lengtbpectively (2.5 miles total), using 1100
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kemil aluminum cables (1C1100AL¥S. In addition, several sections of the existingdinm
voltage system will have to be reinforced to ackithe load transfer. The following tables, 7.1
and 7.2, summarize the main characteristics ofnbestments.

Table 7-1,Investments for Reconnection of SSJID Customers

From To Location
(Node ID) (Node ID) Type Ceieienr  JLEngin - EEs (values in parenthesis indicate drawing #)

General Description

Figure

Investments associated with Manteca S/S

New Section for MT New 1 N20555 N8842 | Overhead 4 ACSR 0.33 mi 8 Along Union Rd (1-1) 7-5
New feeder Section MT New 2 | MT New 2| N41804 Cable 1C1100AI75 | 1.79 mi Manteca S/S substation exit (1-2) 7-6
New feeder Section MT New 1 | MT New 1| N8083 Cable 1C1100AI75 | 0.69 mi Manteca S/S substation exit (1-2) 7-6
Reconductor to 397.5 kemil N17536 | N17621 | Overhead | 397.5kcmil | 0.45mi Near Manteca S/S, MT 1708 (1-2) 7-6
Reconductor to 715.5 kemil N18666 | N19142 | Overhead | 715.5kcmil | 0.20 mi Along Airport Way, MT New 2 (1-2) 7-6
Reconductor to 715.5 kemil N18626 | N18641 | Overhead | 715.5kcmil | 0.083 mi Along Airport Way, MT New 2 (1-2) 7-6
Reconductor to 715.5 kemil N18609 | N18586 | Overhead | 715.5kcmil | 0.49 mi Along Airport Way, MT 1706 (1-2) 7-6
Parallel Cable for MT New 2 N19370 | N19438 Cable 1C250AI75 383 ft Along Airport Way (1-3) 7-7
New Cable for MT New 2 N19348 | N19732 Cable 1C350AI75 | 0.456 mi Airport Way/Hwy120 (1-3) 7-7
Reconductor to 1/0 Al N17720 | N17752 | Overhead 1/0 Al 333 ft MT 1708 (1-3) 7-7
Reconductor to 2/0 Cu N15393 | N16052 | Overhead 2/0 Cu 2.5 mi Union Rd & Nile Ave (1-3) 7-7

Numbers in parenthesis in the Location corresponddp sections in the overall project drawings.

The investments in cables include the substrugtiuets) and one riser at each end and
switches. The reconductoring normally does notiiregreplacement of the poles but it is
common that the cross arm will have to be repladegending on the construction. However,
the existing poles must be checked to make sutehbim safety factors are in compliance with
CPUC General Order 95, considering the new condactded load.

Northwest of Manteca there is a section of the ndtwhat is currently operated at 12 kV
and is served by feeders coming from French Camyis section will be converted to 17 kV
over time to standardize the voltages within thisvoek. To achieve this conversion,
approximately 112 distribution transformers wilMeao be replaced and 12 miles of feeder will
probably require its insulation being upgraded.wideer, these investments do not need to be
performed initially as it is possible to keep thdtage and connect the exiting system to the 17
kV system using a 17/12 kV autotransformer (simitathe one PG&E has along Airport Way)
at the 3 points where the 12 kV and 17 kV systerastm

Table 7-2,Investments for Initial Connection of 12 kV System

Equipment Capacity Location
Transformer 17 kV /12 kv |2 MVA Union Road & Coelho
Transformer 17 kV /12 kv |1 MVA Hwy 99 and French Camp Road

Transformer 17 kV /12 kV |1 MVA Airport Way and Lathtrop AV

1 One Circuit three phases all aluminum conductor@\A’5 percent load factor in buried ducts. The
load factor is used for the calculation of the e&bturrent carrying capacity.
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B. Investments for Separation Along SSJID’s TerritoryBoundary in Manteca.

The investments for the separation are basicaig@ated with the separation along
French Camp Road and west of Airport Way.

Along French Camp Road, there is a PG&E feederftiatvs the territory border,
serving loads along both sides of the road (inaittk outside the territory).

To serve these customers, SSJID will purchase appately 7.03 miles of distribution
medium voltage line along French Camp Road. Upoohase, SSJID will replace 176 poles
with 60 foot poles. SSJID will install two separalistribution circuits on these poles that will
permit SSJID to serve customers within its sertgcatory from one circuit and allow PG&E to
serve its remaining customers outside of SSJIDNa@seterritory, using the second circuit (the
installation of such separate facilities is refdrt@ as an “underbuild”). Approximately 1.76
miles of the new SSJID circuit in the underbuildllwe connected to the Manteca Substation
new feeder MT New 1 and an existing feeder. Theareing 5.27 miles will be connected to the
new Jack Tone Substation feeder identified as NéWw.3Table 7-3 summarizes these
investments and indicates the corresponding figwtesre the investments are represented.

At Vierra Substation, PG&E has installed two fesdbat track SSJID service territory in
some areas and then feed inside the territory. s€paration of load within the territory was
discussed in the previous section and we preseatthe investments necessary to ensure
continuity of the PG&E system and supply those PG&iEtomers along the borders. These
investments basically consist of: a) new sectafrfeeder to reconnect small areas that would
become isolated from either PG&E’s system or SSIHYstem and, b) underbuilt construction
as described above.

The following table provides details on these itwests, including the conductor and
number of poles, as well as the figures where amldit details, including location, can be
observed. This table also contains the investnfenthie separation along French Camp Road.

Table 7-3,Investments for Separation Along the Borders inMfamteca Area

From To

General Description (Node ID) (Node D)

Type  Conductor Length [IPoles Location Figure

Investments associated with Jack Tone S/S

Underbuild along French Camp Rd N41359 | N41484 | Overhead | 4 ACSR | 5.27mi | 132 |French Camp Road (1-1) & (2-1) 7-9
New Section along French Camp Rd N41484 | N41494 | Overhead | 4ACSR | 0.54mi | 14 |French Camp Road (1-1) 7-9
Underbuild along French Camp Rd N41494 | N41542 | Overhead | 4ACSR | 1.76 mi | 44 |French Camp Road (1-1) 7-5
New Section N41547 | N41542 | Overhead | 4ACSR | 1075ft | 5 |French Camp Road (1-1) 7-5
New Section for PG&E N16081 | N7424 | Overhead | 4 ACSR | 0.38mi | 10 [Near Nile Rd west of Airport Way (1-3, 1-4) 7-8
Underbuild Near Vierra SIS N41579 | N41557 | Overhead | 4 ACSR | 0.68mi | 17 [South of Yosemite Ave (1-2, 1-3) 7-8
New Section near Vierra N41579 | N41583 | Overhead | 4 ACSR | 400 ft 2 |South of Yosemite Ave (1-2, 1-3) 7-8
Underbuild Near Vierra SIS N41583 | N41594 | Overhead | 4 ACSR | 2000ft | 9 |Along Yosemite Ave (1-2) 7-6
Underbuild Near Louise Avenue/Airport Way | N41549 | N41633 | Overhead | 4 ACSR | 7211t 3 |Louise Ave and Airport Way (1-2) 7-6
New Section Near Louise Avenue/Airport Way| N41633 | N41639 | Cable | 1C2AI75 | 0.74 mi Louise Ave and west of Airport Way (1-2) 7-6

Numbers in parenthesis in the Location corresponddp sections in the overall project drawings.
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C. Investments for Reconnection of Customers in the Ron Area

These investments basically consist of investmes#s the Ripon Substation necessary
for the re-arranging of the substation feeder exiis reconnecting part of the medium voltage
network to the new feeder New 1 RP. The followtialgie presents the required investments as
well as the references to the corresponding figures

Table 7-4,Investments for Reconnection of the System irRipon Area

From To Location

(Node ID) (Node ID) S Gty |lengin - PelEs (values in parenthesis indicate drawing #) Figure

General Description

Investments associated with Ripon S/S

New section for RP 1702 N4825 N6122 | Overhead | 715.5 kcmil | 0.16 mi 4 RP 1702 Near RP S/S (2-3) 7-10
Reconductor to 715.5 kemil RP 1702 | N4825 | Overhead | 715.5 kemil 100 ft 1 RP 1702 substation exit (2-3) 7-10
New feeder section New 1 RP | New 1 RP| N41731 Cable 1C1100AI75 | 0.5 mi RP S/S exit for New 1 RP (2-3) 7-10
New section for RP 1702 N5055 N4066 | Overhead 4 ACSR 0.1 mi 3 Along Clinton South (2-3) 7-10

Numbers in parenthesis in the Location corresponddp sections in the overall project drawings.
D. Investments for Separation Along the Boundary in tle Ripon Area

The investment for separation along SSJID’s bounohathe Ripon Area are minimal as
there is no interface with PG&E except at the fem@f the feeders starting at the Ripon
Substation heading towards the north of the tegritwhere Avena Substation is located.

For the load in the south, SSJID will work with Mtb ensure that all customers
continue to receive service of equal or betterigutian currently provided by reconnecting
some of the customers directly to MID circuits grusing medium voltage and low voltage
arrangements, depending on the circumstances.

The investments basically consist of two smallisestof 17 kV feeders at or near
Murphy Road and French Camp Road necessary fonmecting SSJID and PG&E’s customers
(see Figure 7-11).

In Ripon, SSJID will purchase PG&E’s idled 60 k\tifdies at Manley Road
(approximately 0.33 miles) and refurbish it for cggeon at 17 kV. These facilities will be
connected to the MID system and used to serveotistimmediately to the east of Manley Road
that falls outside the service territory.

Table 7-5,Investments for Separation Along the Boundary efRipon Substation Area

From To
(Node ID) (Node ID)

Type  Conductor Length [Poles Location Figure

General Description

Investments associated with Ripon S/S

New Section N4409 N4739 | Overhead | 4ACSR | 1200 ft Murphy Rd (3-2)
New Section for PG&E N4501 N4733 | Overhead | 4 ACSR | 1563ft | 7 [East of Murphy road (3-2) 7-11

Refurbish 60 kV line to operate at 17 kV and
reconnect to MID
Numbers in parenthesis in the Location corresponddp sections in the overall project drawings.

N5512 N41852 | Overhead | 4 ACSR | 0.33mi Manley AV in Ripon (3-4) 7-12
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E. Investments for Reconnection of Customers in Escalocand Surrounding Rural
Areas

The network investments associated with the readioreof customers in Escalon and
surrounding rural areas are those necessary tamecbthe feeders currently coming from
PG&E's Riverbank Substation and Avena Substatibimese investments are relatively small
due to the fact that Clough Substation is veryekosthe load center of the area and there are
already distribution lines branching out to theddeom this location. However, some of these
lines will need to be reconductored to serve aslimais.

Table 7-6,Investments for Reconnection of the System in theatbn Area

From To Location
(Node ID) (Node D) ~ 'P®

General Description Conductor  Length  Poles Figure

(values in parenthesis indicate drawing #)

Investments associated with Clough S/S

New Section ES1 N3252 N1588 | Overhead 4 ACSR 34 ft Along Sexton Rd (4-2) 7-13
Reconductor to 397.5 kemil N1418 N1383 | Overhead | 397.5 kcmil 0.1 mi Along Brennan Rd, ES1 (4-2) 7-13
Parallel Cable for ES1 N1316 N1444 Cable 1C1/0AI75 0.23 mi Along Brennan Rd, ES1 (4-2) 7-13
Reconductor to 397.5 kemil N1277 N1220 | Overhead | 397.5 kemil | 1.47 mi Along Brennan Rd, ES1 (4-3) 7-14
New feeder section ES1 ES1 N2258 Cable 1C1100AI75 135 ft Clough S/S exit for ES1 (4-3) 7-14
Reconductor to 397.5 kcmil N2258 N2285 | Overhead | 397.5 kcmil | 0.13 mi Clough Ave, ES1 (4-3) 7-14
New Section for ES1 N2285 N1277 | Overhead | 397.5 kcmil 135 ft 1 Clough Ave, ES1 (4-3) 7-14
New feeder section ES3 ES3 N2250 Cable 1C1100AI75 150 ft Clough S/S exit for ES3 (4-3) 7-14
Reconductor to 397.5 kemil N2250 N2242 | Overhead | 397.5 kcmil 206 ft Clough Ave, ES3 (4-3) 7-14
New feeder section ES2 ES2 N980 Cable 1C1100AI75 | 0.33 mi Clough S/S exit for ES2 (4-3) 7-14

Numbers in parenthesis in the Location corresponddp sections in the overall project drawings.

Along Wagner Road and Carrolton Road there is aneimg 4.16 KV circuit served by a
17 kV/ 4.16 kV substation at Wagner Road. SSJl€bissidering converting this circuit to 17
kV to standardize the voltages within the netwarll &cilitate the formation of Clough Feeders.

To achieve this conversion, approximately 112 ti@mnsers will have to be replaced and
15 miles of feeder will require its insulation upded. However, these investments do not need
to be performed initially as it is possible to kebjs voltage by maintaining the 17/4.16 kV
transformers at Wagner Road and installing a neM.18 kV transformer of at least 1.25 MVA
capacity near the intersection of Carrolton Roadi lzane Tree Road to provide a second source
of supply to the system. This transformer willlpaibly have to be custom built.

F. Investments for Separation Along the Boundary in tle Escalon Area and
Surrounding Rural Areas

The investments for the separation along the SSIritory boundary in the Escalon
Area and surrounding rural areas are associatéd wit

New sections near Riverbank Substation necessagctmnect this station to
PG&E loads.
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Several new sections and underbuilds necessagparae PG&E’s system from
SSJID’s system, south of Avena Substation alongngnthern border of the
territory and close to Lone Tree Road.

Additionally, along the southern border of theitery and at several locations to the east
along Victory Road, “high voltage” metering poimtsy be necessary for interfacing with MID.
At this time it is likely that no actual investmemwill be made, but instead, a settlement of
accounts will be performed, based on customer reads

1. Riverbank Substation Area

There is one PG&E feeder from Riverbank Substatiah enters and exits the service
territory to provide services to the loads alongbloundary and loads in the City of Riverbank.
To address this situation, SSJID will purchase milBs of existing PG&E distribution facilities
along McBride Road, Hall Road and Henry Road. Uporthase of these facilities, SSJID will
replace 31 existing utility poles with new 60 featles and construct an underbuild that will
permit SSJID to serve customers within its sertgcatory from one line and allow PG&E to
serve its remaining customers outside of SSJID\@&eterritory using the second line.

Finally, SSJID will install or compensate PG&E fostalling a few small feeders to
reconnect groups of customers that would otherises®me isolated. These investments are also
shown in the following table.

Table 7-7,Investments for Separation Along the Boundary enEscalon Area

From To Tvoe
(Node ID) (NodeD) P

Project General Description Conductor Length |2oles Location

Investments associated with Clough S/S

P31 |Underbuild along Lone Tree Rd N41326 | N41339 | Overhead | 4 ACSR | 0.75mi | 21 |Lone Tree Rd west of Sta. Fe Railroad (3-2) | 7-15
P34 |New Section N41831 | N3209 | Overhead | 4ACSR | 839ft 4 |Lone Tree Rd and Carrolton Rd (3-2) 7-15
P41 |Underbuild along Lone Tree Rd N41307 | N41324 | Overhead | 4ACSR | 1.01mi | 25 |[Lone Tree Rd east of Sta. Fe Railroad (4-2) 7-15
P42 |New Section for PG&E N3169 | N3512 | Overhead | 4 ACSR | 1000 ft 5 |Lone Tree Rd west of Sta. Fe Railroad (4-2) | 7-15
P44 |New Section along Van Allen Rd N3106 | N3133 | Overhead | 4 ACSR | 1312ft 6 |Lone Tree and Van Allen Rd (4-2) 7-15
psy |[nderbuild along McBride Road, N41281 | N41232 | Overhead | 1/0A1 | 1.35mi | 31 |Near Riverbank substation (5-3) 7-16
Hall Road and Henry Road
P52 |New Section N41294 | N1793 | Overhead | 4 ACSR 721t 0 [Near Riverbank substation (5-3) 7-16
P53 |New Section N41285 | N1724 | Overhead | 4ACSR | 125ft 1 |Near Riverbank substation (5-3) 7-16
P54 |New Section for PG&E N634 N183 | Overhead | 4ACSR | 860 ft 4 |Near Henry Rd and Kelly Rd (5-2) 7-16

Numbers in parenthesis in the Location corresponddp sections in the overall project drawings.
2. Area South of Avena Substation

To the south of Avena Substation, there are seYB&lE circuits that currently enter SSJID
service territory or run parallel to the territasyoundary. SSJID will install two underbuilds
along Lone Tree Road between Brennan Road and l@arifoad (0.75 miles and 1.01 miles) to
leave PG&E the main feeder and branch circuitsghatide service to the loads north of the
service territory’s boundary and to maintain thateern load served by SSJID. Also, small
sections of feeder are required to reconnect ltdaatsvould otherwise become isolated. All of
these investments are described in Table 7-7.
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G. Investments for Reconnection of Customers to the MeJack Tone Substation

The network investments associated with Jack Tast@tion are primarily those
investments necessary for interconnection of theethew feeders.

For the new feeder identified in the project aslJ$SJID will install 0.3 miles of
underground cable 600 kcmil aluminum in ducts (1@4€@5) along Hwy 120 near Calla Road.

For the new feeder identified in the project a®J85SJID will install 1.6 miles of 1100
kcmil aluminum cable in ducts (1C1100AI75 cablenfrthe Substation along Jack Tone Road
to Hwy 120, where, via a new riser, the cable tdlconnected to an existing overhead line
going south along Jack Tone Road. At Graves RBB&,turns west and SSJID will reconductor
2.25 miles of overhead line to 397.5 kcmil in orteserve as mainline. SSJID will install other
smaller sections of distribution lines as showitamle 7-8.

For the new feeder JT 3, SSJID will install 0.4%smiof 1C1100AI75 cable from the
substation along Jack Tone Road until Louise AverAiethis point, SSJID will install one new
riser and connect the cable to an existing overtinadhat will be reconductored to 715.5 kcmil
for a length of 1.2 miles in order to act as a rimaén This work also includes a new section with
0.48 miles and 715.5 kcmil conductor along LouiserAue to connect to the loads near
Manteca. This new section will be followed by redactoring of a 0.65 mile section to 715.5
kemil and reconductoring of a 0.36 mile sectior3®7.5 kcmil in order to serve as mainline.
These investments are summarized in Table 7-8 below

Table 7-8,Investments for the Reconnection of Customerstk Jane Substation

From To Location
(Node ID) (Node D)  'YP®

General Description Conductor  Length  Poles Figure

(values in parenthesis indicate drawing #)

Investments associated with Jack Tone S/S

Parallel Cable for New JT 1 N10757 | N10703 Cable 1C600AI75 0.3 mi Along Hwy 120 near Calla Dr (2-2) 7-17
Reconductor to 397.5 kcmil N12829 | N12919 | Overhead | 397.5 kcmil | 0.357 mi New JT 3 along Louise Ave (2-2) 7-17
Reconductor to 715.5 kcmil N12794 | N10929 | Overhead | 715.5 kemil | 0.65 mi New JT 3 along Louise Ave (2-2) 7-17
New Section for New JT 3 N10929 N4639 | Overhead | 715.5 kemil | 0.48 mi 14 |New JT 3 along Louise Ave (2-2) 7-17
Reconductor to 715.5 kemil N4639 N4543 | Overhead | 715.5 kemil 1.2 mi New JT 3 along Louise Ave (2-2) 7-17
New feeder Section New JT 3 | New 3 JT | N4543 Cable J1C1100AI75 0.49 mi JT SIS exit along Jack Tone Rd (2-2) 7-17
New feeder Section New JT 2 | New 2 JT | N41703 Cable J1C1100AI75 1.6 mi JT SIS exit along Jack Tone Rd (2-2) 7-17
New feeder Section New JT 1 | New 1 JT | N4493 Cable J1C1100AI75 35 ft JT SIS exit along Jack Tone Rd (2-2) 7-17
Reconductor to 397.5 kemil N15703 | N15741 | Overhead | 397.5 kcmil 175 ft New 2 JT (2-3) 7-18
Parallel Cable for New JT 2 N15741 N15947 Cable 1C2/0AI75 | 0.214 mi New 2 JT (2-3) 7-18
Parallel Cable for New JT 3 N12186 | N12122 Cable 1C2AI75 0.3 mi New 2 JT (2-3) 7-18
Reconductor to 397.5 kcmil N11048 N4926 | Overhead | 397.5 kemil | 2.25 mi New 2 JT, Graves Rd (2-3) 7-18
7-10
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Figure 7-1, Manteca Oneline Diagrams.
115 kV Yard

17 kV Yard
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Figure 7-2, Ripon Substation Oneline Diagram.
115 kV Yard

17 kV Yard
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Figure 7-3, Jack Tone Substation Oneline Diagram.
115 kV Yard

17 kV Yard
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Figure 7-4, Jack Tone Substation Layout.
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Legend

Medium Voltage Investments Figures 8-5 to 8- 18ehsywmbols according to the following legend:

System Symbols Project Actions Flags
RCRVA MV/LV Transformer ’ New Riser
XX KVA — = New Underbuild
YYYY — New Section

Feeder Section YYYY conductor
— Reconductor

Change normal Position

New Switch  New Element

T

o Gang Operated Switch

Underground Switch

o
o
o
o
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ATTACHMENT 8
Economic Analysis of the Financial Feasibility andEconomic Benefits
of SSJID’s Proposed Plan for Retail Electric Servie

INTRODUCTION

As set forth more fully in Attachment 1, SSJID ddo expand the scope of the services it
provides within its existing service territory taciude retail electric distribution service. Iteénds
to do so as a means of providing a number of saamf benefits to ratepayers and the communities
it serves, including the following: (1) reducingstomers’ electric rates by 15 percent; (2)
improving the local economy; (3) increasing jobd gb opportunities in local communities; (4)
improving customer service; (5) increasing theatwlity of service; (6) increasing the availability
of and funding for public benefits programs; (7)reequitably distributing the benefits of SSJID’s
ownership interest in the Tri-Dam Project and TarDPower Authority (Tri-Dantf and other
low-cost hydroelectric generating faciliti&and (8) vesting responsibility and accountabiiity
electric resource policies and practices to localécted officials who are accountable to voters in
the communities SSJID will serve.

SSJID’s ability to achieve these objectives depermis its ability to finance and purchase
the facilities necessary to provide this additicsevice in an economically feasible manner and to
implement its plan to deliver reliable, high quakdectric services, in addition to the services it
currently provides. In order to assess SSJID'Btalo do so, it has evaluated the economic
feasibility and potential economic benefits offt®posed Plan using a “Proforma” economic
model. This model is a commonly used basis fditie8 to analyze the economic feasibility of
proposed projects. The model incorporates coresider of all of the key factors that will affect
SSJID’s ability to meet its objectives of providirgiable, high quality retail electric service to
customers within its existing service territory@wer costs and rates, including:

Start-up date for commencement of the new retadtget service;

Capital investment to purchase the existing eleclistribution system;

Capital investment to separate the facilities SSWilDpurchase from the balance of the
PG&E distribution system (“severance costs”);

Power supply costs to meet the requirements offC8Sdkew electric customers and
renewable portfolio system requirements;

Operating and maintenance costs for the new senviceiding additional staffing;
Future capital expenditures associated with the sexwice;

Electric service public benefit program costs;

2 The Tri-Dam Project consists of three dams - DdsnBeardsley, and Tulloch - and associated
power houses and facilities with installed capaoftgpproximately 110 MW. SSJID is 50 percent
owner of the Tri-Dam Project. The Tri-Dam Powertlarity is a joint powers authority that owns
19 MW of generating capacity at the Sand Bar Ptoj&SJID is also a 50 percent owner of the Tri-
Dam Power Authority.

13 In addition to its ownership interests in the Dam Project and Tri-Dam Power Authority,
SSJID owns two hydroelectric generation projecth \8iMW of capacity at the Woodward
Reservoir.
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Retail customer electric load growth;
SSJID revenues;

Exit fees payable to PG&E;

Financing costs for the new service; and,
Future PG&E retall electric rates.

SSJID evaluated its Proposed Plan over a 30 ymatitie and determined it financially
feasible and capable of producing significant ecoicdenefits to ratepayers and the local
communities it proposes to serve. SSJID evalugdd@roposed Plan under both the assumptions
included in its “Base Case Analysis,” and undeairage of potential adverse conditions included in
a “Sensitivity Analysis.” The results of these romic analyses are summarized below.

The key factors that make SSJID’s Proposed Plaméially feasible and enable SSJID to
provide significant economic benefits to ratepaysrd the communities it proposes to serve under
such a wide range of conditions are: (1) SSJIWeearship interest in Tri-Dam; (2) the recent
growth in cash reserves held by SSJID; and (3jatienues SSJID will receive in the future that
are expected to be sufficient to meet current naedsprovide additional cash reserve, if necessary,
for retail electric service. SSJID’s current casberves and strong future revenues will enable
SSJID to finance its Proposed Plan even under advgrancial market conditions. In addition, its
significant ownership interest in low cost, highuehydroelectric generating facilities provides a
very effective physical hedge against potentialfeifprice spikes in power supply costs and other
uncertainties.

Il. BASE CASE ANALYSIS

SSJID evaluated the economic feasibility and paeatonomic benefits of its Proposed
Plan using a set of planning assumptions. Thenggons included in this Base Case analysis
reflect the conditions which SSJID and its experisultants believe are most likely to apply to
SSJID’s Plan assuming it is implemented in the reapnoposed and on the approximate schedule
SSJID anticipates. SSJID’s Base Case include®liogving assumptions:

Start-up date SSJID has forecast that when its Proposed Blapproved by LAFCO, it will be
able to begin providing retail electric servicehiitits existing service territory in 2011.

Capital Investment to Purchase Existing Distribut®ystem In order to avoid the unnecessary,
inefficient and costly duplication of existing dibution facilities, SSJID plans to purchase the
existing distribution facilities currently usedpeoovide retail electric service in the communiiies
proposes to serve. SSJID will pay “fair marketedlfor these distribution facilities. In order to
determine the fair market value of these facilit®SJID retained a professionally certified utility
valuation appraiser. In determining fair markduea SSJID’s expert appraiser has taken into
account each of the three standard methods ofngaluility system facilities: (1) the cost
approach, using both original cost less deprecigt@CLD) and replacement cost new less
depreciation (RCNLD) methods; (2) the income apghoand (3) the comparable sales approach.
Using this well-established and accepted prac8&JID has determined the fair market value of the
existing distribution facilities it intends to pimase to be $61 million. Severance costs are
additional and are included in the Base Case adsump SSJID used this purchase price in
evaluating the financial feasibility and economanbfits of SSJID’s Plan under its Base Case.
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Power Supply CostsSSJID has assumed that the cost of purchaseérpmeluding renewable
power required to meet Renewable Portfolio Stand&BS”) requirements, transmission and
ancillary services costs, will be $82/MWh in 201This assumption is based on analysis conducted
at SSJID’s request by Shell Energy North Americigaaling power marketer with extensive
experience in energy markets nationally and inf@atlia. The cost includes all applicable
renewable energy requirements. SSJID has alsonasitihat power supply costs will increase
thereafter at an annual average rate of 2 pers@mnttbe study period.

Operating and Maintenance Cos&SJID has developed a staffing plan to ensatattivill have
sufficient knowledgeable and experienced persotmgtovide reliable, high quality retail electric
service in addition to the services it currentlg\pdes. SSJID forecasts that it will require
approximately 68 additional employees to operateraaintain the electric distribution system and
provide related customer services. This levekaffing is equivalent to other municipal utilities

the area such as Modesto Irrigation District. Urfsi8JID’s Plan, all of the work activities required
to operate and maintain the electric system andigeaelated customer services will be performed
locally and as a result, each of the employee ipositincluded in SSJID’s staffing plan will be
located in the local communities SSJID intendsetwves. SSJID has assumed that its operating and
maintenance and related customer service costbeviid million in 2011 and will escalate at an
annual average rate of approximately 2 percenyger thereaftet?

Public Benefit Program CostsSSJID has forecast that its public benefit piogrosts will

represent approximately 4 percent of its total cbservice. This percentage represents an
expenditure per customer for public purpose progtantluding energy efficiency and low income
programs that is approximately double PG&E’s currewestment, as a percentage of its total cost
of service, in such programs.

Payments in Lieu of TaxesSSJID has allocated 2.5 percent of its revetuése payment of
franchise fees to the three cities within its baames and to payments in lieu of property taxes to
the County of San Joaquin. The cities currentteinge 2 percent under existing agreements with
PG&E.

Exit Fees Payable to PG&ESubject to certain exceptions, the CalifornidlRultilities

Commission and the California Legislature have meguelectric customers who change from
receiving retail electric service from an invest@med utility, such as PG&E, to receiving service
from a municipal utility, such as SSJID, to pay timestor owned utility certain “non-bypassable
charges” or “exit fees.” These charges are intdnideeompensate the investor owned utility for
costs it allegedly has incurred to provide serwicthe departing customer and to make the investor
owned utility essentially whole as a result of thenge. In its Base Case, SSJID has assumed that
it will incur the costs of these non-bypassablergbs and exit fees on behalf of its customerseo th
extent that they are applicable under the circuntets pertaining to SSJID’s Proposed Plan.

SSJID RevenuesSSJID’s revenues from sales of retail elecegiwise are based on assumptions of

14 3SJID’s current labor contract, which expires 1.2 provides for slightly higher average annual
increases than assumed for the study period. deesein SSJID’s labor costs for retail electric
personnel are assumed to be the same as the mandabor costs for PG&E over the study period,
as both are represented by the same labor union.
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customer load. Customer load is separated intdeesal, small commercial, large commercial,
industrial, agricultural and street lighting. Laaoly each customer class are projected for 2011
from available data and are assumed to increase@istant average annual rate thereafter.

Revenue is based on projections of PG&E retaibredeeach customer class approved by
the CPUC and made effective March 2009. PG&E’'smestatements made in its general rate case
suggest that PG&E'’s rates will remain approximatdlyheir current level through 2011, when
SSJID expects to begin providing retail electricvee. Thus, SSJID has assumed no change in
PG&E rates between 2009 and 2011. SSJID has addhaieP G&E'’s rates will increase after
2011 at a constant annual average rate over tiyed@0study period. SSJID’s rates during this
period will remain 15 percent below PG&E'’s rates.

The results of the Base Case demonstrate that S80I2ceive sufficient revenues from
sales of retail electric service to pay all codtproviding service, including debt service and
establish a cash reserve for the future. Debi@ers to pay the costs of financing for the pussha
price for the PG&E system, severance costs, irgbaltruction and future capital costs.

Capital Contribution In the Base Case, SSJID includes an initial®illlon capital contribution

from its cash reserves, approximately equal toyaae’s debt service. SSJID has sufficient cash
reserves and revenues to make such a commitmeuappmrt its retail electric service. SSJID’s
varied sources of revenue include irrigation s@wjcaw water sales, wholesale electricity seryices
its share of San Joaquin County property tax reeemd interest on its investments. Its most
significant current source of revenue is from wkale electricity sales obtained from its ownership
interest in the Tri-Dam Project and Tri-Dam Powaeitlfority (together, “Tri-Dam”).

Oakdale Irrigation District and SSJID are co-owrara series of hydroelectric plants. The
plants have a combined generation capacity of aqpedely 129 MW of which SSJID is 50
percent owner. Tri-Dam Project has produced dicanit revenue for SSJID over the years and
these revenues have increased significantly simenitial fixed-priced long-term power sales
agreements for Tri-Dam generation expired in 20Rdtual and projected SSJID revenues from
Tri-Dam for the period 2000 through 2011 are shawthe Table 8-1 below.
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Table 8-1,SSJID Power-Related Revenues 2000 Through 201LigAanhd Forecast)
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As Table 8-1 shows, since 2005, SSJID has receineaerage of approximately $10
million annually from wholesale electricity salasdahe revenue has totaled approximately $70
million. During this period, SSJID’s cash reserdesibled, to $51 million as of December 31,
2008. SeeTable 8-2. More importantly, SSJID will continuereceive significant revenues for at
least the remaining 37 years of its licenses isyetie Federal Energy Regulatory Commission,
which expire in 2046. Such revenues are and wiltioaue to be well in excess of the amount
required to operate and maintain SSJID’s existihglasale power and irrigation services. As a
result, a portion of these revenues is currentty\witl continue to be available for other uses
beneficial to SSJID’s customers and the communitissrves.

In its Base Case, SSJID will contribute $10 millfoom its current cash reserves as a capital
contribution to retail electric service. While ditthal cash reserves will be available to supggsrt
retail electric service should the need arise, uitddase Case conditions, SSJID will not need to
contribute any additional capital from its resert@support its retail electric service. All adolital
funds required for ongoing operating and mainteaaxpenses, and future facility replacements,
improvements and upgrades required for its retadtec facilities and services will be generated
by its retail electric service operations and floomd proceeds as described below.

Financeability and Financing CostSSJID’s ability to finance its Plan to providgail electric
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service depends upon a number of factors includisncurrent cash reserves, forecast costs of
providing the new service, additional revenues etgukto be received on account of providing the
new service, and required debt service coveragesraSSJID has considered each of these factors
and concluded that its plan is financeable. Thisctusion has been validated by bond counsel
(Attachment 9, Exh. A).

Two of the key factors contributing to its finanbédy are SSJID’s significant cash reserves
and strong financial condition. The differencevimgn SSJID’s cost of providing the services it
currently provides and the revenues it receivesifiltese services has permitted SSJID to
significantly increase its cash reserves, partitpkince it submitted its prior plan for providing
retail electric service to LAFCo in 2005. This gtb in cash reserves is a result of SSJID’s figcall
conservative and prudent management of its existhsgts and resources and SSJID’s existing
revenues, particularly its revenues from Tri-Damnwvposales. SSJID’s cash reserves are forecast to
continue to grow further in the future as well. elgrowth in SSJID’s current and forecast future
cash reserves without expansion of the servige®itides to include retail electric service is show
in Table 8-2.

Table 8-2,SSJID Cash Reserves Year End 2004 to 2015 withetatilFElectric Service
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Expansion of the services SSJID provides to incheti®l electric service will provide
SSJID with an opportunity to prudently invest itewing cash reserves in a manner that provides
more significant long-term benefits for the ratepayand communities SSJID serves than other
potential investments, but will not reduce its rgss below prudent levels. This result is
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demonstrated in Table 8-3 which shows the curredtfarecast growth in SSJID’s cash reserves
with expansion of the services it provides to ideuetail electric service.

Table 8-3,SSJID Cash Reserves Year End 2004 to 2015 withIRd¢atric Service
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SSJID plans to finance the capital cost of its Rtaprovide retail electric service (including
its costs of purchasing the existing distributigatem within its existing service territory from
PG&E, the cost of construction required to sepataedacilities SSJID will purchase from the
remaining PG&E system, the cost of related systpgrades and improvements, and working cash)
using taxable and tax exempt bonds. Based onadhdm bond counsel, SSJID has assumed that
SSJID will be required to meet a debt service cagerratio of at least 1.25 in order to maintain its
current AA credit rating. SSJID has assumed filrancosts for taxable bonds of 7.5 percent for
thirty years and for non-taxable bonds of 5.5 petréer thirty years. These assumptions are
conservative and assume that the current wide dpnaaterest rates between taxable and non-
taxable financings will continue through 2011 aegdnd. Current interest rates are lower and the
spread between taxable and non-taxable financiag$istorically been considerably lower.

The results of SSJID’s economic assessment afahigscing Plan have been reviewed by
its bond counsel and bond counsel has providedB8iilh an opinion that its Plan is consistent
with legal requirements and credit rating agendgia for a high investment grade rating on its
bonds and is financeable. A copy of the opinidtetdrom SSJID’s bond counsel is enclosed as
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Exhibit A to Attachment 9. Additional informatiaegarding SSJID’s financing plan is also

contained in Attachment 9.

Results of Base Case Analysidnder its Base Case assumptions, SSJID’s Planasdially
feasible and will produce significant economic dféado ratepayers and the local communities
SSJID intends to serve consistent with SSJID’sadiyes. A summary of the Proforma model
containing the results of SSJID’s financial anayferr the first five years of the Plan under Base
Case conditions is included in Table 8-4 belowe Tésults for the full thirty year study period of
2011 through 2039 for the Base Case are includéimibit A to this Attachment.

Table 8-4,Summary Financial Forecast, First 5 years 201 lugit®015

SUMMARY FINANCIAL FORECAST: Base Case 1 2 3 4 5
$ in millions 2011 2012 2013 2014 2015
1 |Beginning Cash Balance 10.0 15.9 22.6 315 41.4
Revenues
2 | Revenues -- Payments From SSJID Customers 77.1 80.2 83.3 86.7 90.1
3 | SSJID Contribution outside of initial $10 million 0.0 0.0 0.0 0.0 0.0
4 | Interest Income 0.5 0.5 0.6 0.7 0.9
Total Revenues 77.6 80.6 83.9 87.3 91.0
Expenses
5 ] Cost of Power (including losses) 46.3 48.2 50.1 52.1 54.1
6 | O&M/A&G Costs 8.0 8.1 8.3 8.4 8.6
7 | Public Benefit Costs 3.1 3.2 3.3 3.5 3.6
8 | Payments In Lieu of Taxes 1.9 2.0 2.0 2.0 2.1
9 | Exit Fees/Nonbypassable Payments to PG&E 3.9 4.0 2.9 3.0 3.0
Total Expenses 63.2 65.4 66.6 69.0 71.4
10| Capital Improvements and R&R - - - - 3.3
Debt Service
11] Taxable Debt Service 4.9 4.9 4.9 4.9 5.8
12| Tax-Exempt Debt Service 3.5 3.5 3.5 3.5 4.7
Total Debt Service 8.5 8.5 8.5 8.5 10.5
Ending Cash Balance 15.9 22.6 315 41.4 47.1
13|Debt Coverage Ratio 1.70 1.79 2.04 2.17 1.86

This analysis demonstrates that SSJID will be abf@ovide retail electric service to its

customers at rates 15 percent below the rateshiégtvould otherwise be required to pay to PG&E

if SSJID were not to expand the scope of the seswvicoffers to include retail electric serviceheT
lower SSJID electric rates will result in signifitesavings to SSJID’s customers, including
residents, businesses, farmers, industrial custoar@ government agencies, within SSJID’s
existing service territory. These estimated sawitogal $11.6 million in its first year of serviaed

will continue in increasing amounts each year thftee. The rate benefit to each customer class in

2011, as a result of SSJID’s Plan, is shown in & 8bb.
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Table 8-5,Annual Rate Benefit, 15 percent Reduction
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Annual savings of this magnitude will result in ysrgnificant long-term economic benefits to
ratepayers and the local communities SSJID willeseliSSJID forecasts that its Plan will result in
aggregate economic benefits through savings otriglservice of nearly $140 million over the 10
year period 2011 through 2020. The aggregate disauags on electric service that SSJID’s Plan
will provide over each of the first 10 years follioyy its commencement of providing retail electric
service are shown in Table 8-6.
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Table 8-6,SSJID Economic Benefit to Ratepayers Over Ten YEaraulative
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These aggregate savings on electric service costgeay significant, but do not capture the
full extent of the economic benefits SSJID’s Plah provide to the local communities it proposes
to serve. Some of the savings residents and ssswid receive through the reduced cost of
electric service will be spent on additional goads services purchased in local communities. This
effect will produce a significant synergistic ecario benefit that may equal or exceed the $140
million direct savings on electric service costS&JID’s Plan over its first 10 years.

Savings to the ratepayers and local communitiesC5@dposes to serve will continue to
accrue so long as SSJID continues to provide relickric service at rates below PG&E's retall
rates which SSJID expects to continue throughaiBthyear study period of its economic analysis.

Under its Base Case, SSJID’s Plan will thus meatlijectives, including: (1) reducing
customers’ electric rates by 15 percent; (2) imprgthe local economy; (3) increasing jobs and
job opportunities in local communities; (4) improgicustomer service; (5) increasing the
reliability of service; (6) increasing the availilyi of and funding for public benefits programsica
(7) more equitably distributing the benefits of &89 ownership interest in Tri-Dam and other low
cost, renewable hydroelectric generation.
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1. ALTERNATIVE SCENARIOS — SENSITIVITY ANALYSIS

SSJID has also evaluated the feasibility and ecambanefits of its Plan under a range of
different potential conditions. Evaluating therPlander these different conditions provides a
means of accounting for uncertainties and condstibat SSJID does not believe are likely to occur
but could potentially occur and may adversely dffbe feasibility and economic benefits of its
Plan. The alternative conditions evaluated thro8§HID’s sensitivity analysis include: (a)
purchase costs higher than expected; (b) powerlgappts higher than expected; and (c) potential
changes in other conditions.

The results of these sensitivity analyses of adtiive scenarios are summarized below.
These analyses show that under a wide range oftaorgj SSJID’s Plan will be able to meet its
objectives, including delivering reliable retaieetric service and service quality improvements to
ratepayers and the local communities it proposeeitee at a cost less than continued service from
PG&E. SSJID can do so primarily as a result offth@ncial flexibility SSJID enjoys due to its
strong financial condition and ownership interestri-Dam. As noted below, SSJID’s substantial
current cash reserves permit SSJID to financel@s énder a range of potential purchase prices for
the existing electric distribution system. Tri-Datso serves as a natural physical hedge providing
SSJID with substantial protection from adverse eocnin consequences of higher than expected
purchased power costs. In addition, should it proecessary, SSJID has the financial flexibility to
adjust the relative allocation of the revenues B$dteives from the sale at market rates of low
cost Tri-Dam hydroelectric power and increase tleeation of Tri-Dam revenues to its retalil
electric service function. This flexibility proved SSJID with the ability to meet the objectives of
its Plan, including providing a 15 percent reduttio retail electric rates, under a broad range of
potential future conditions.

The alternative conditions determined to have tleatgst potential effect on the financial
feasibility and economic benefits of SSJID’s Plam iacreases in the cost of purchasing the
existing distribution facilities and increases ower supply costs. SSJID’s economic assessment
demonstrates, however, that its Plan remains fieaaiigl can provide significant economic benefit
even under such conditions.

Purchase Price Higher Than Expect&B5JID’s Plan remains financially feasible and ca
accomplish its objectives at significantly higherghases prices than assumed in its Base Case. If
the purchase price of the existing distributiorilfiaes were to double, from the fair market valfe
$61 million assumed in the Base Case to $122 mijll85JID’s annual debt service would increase
from $6.1 million to $11.6 million. Meeting SSJ¥&conomic objectives for the Plan under these
conditions would require an additional capital editton from SSJID’s reserves of $5 million over
the 30 year financing period. An additional altwoa of such an amount is feasible. SSJID’s Plan
has sufficient financial flexibility to accommodagignificant potential increases in the purchase
price for the existing distribution system of thsignitude and greater.

Power Supply Costs Higher Than Expect&bwer costs fluctuate and at times have beeaatilel
Short-term variations in the cost of purchased pa&e be expected to occur and will not have any
significant effect on the long-term feasibility @onomic benefits of SSJID’s Plan. SSJID’s Plan
can also accommodate long-term increases in pawpgiyscosts. If the cost of purchased power
were to increase on a long-term basis by 20 peroen¢ than assumed in the Base Case, to 98.4
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percent in 2011 and escalate thereafter inste&omf $82/MWh in 2011 as assumed in the Base
Case, this would increase SSJID’s costs and Hatgsyould not preclude SSJID from meeting its
objective of providing retail service at rates Esqent lower than PG&E or from providing
significant economic benefits to ratepayers andctremunities it intends to serve.

There are several reasons for this. First, pusdhaswer costs are market-based and the
unit cost of purchased power to SSJID is likelyaoy in the same general manner as the unit costs
of purchased power to PG&E. As a result, shouldimased power prices increase significantly
above SSJID’s Base Case assumption, such incre@dkdsve PG&E’s costs of power and retalil
rates higher as well as SSJID’s. Second, as & i#s8SJID’s ownership interest in Tri-Dam and
other low cost hydroelectric generation, SSJID gaherally be less vulnerable to price spikes in
purchased power than PG&E. As purchased poweegiicrease, the value of the low cost
hydroelectric power generated by Tri-Dam and SSJtidher hydroelectric interests increases as
well, providing a natural hedge, or form of inswaragainst such price spikes. PG&E also has
ownership interests in low cost hydroelectric gatien, but for a smaller percentage of its retail
customer load. As a result, PG&E’s rates will gailg be more sensitive to increases in purchased
power prices than will SSJID’s, permitting SSJIDptovide rate savings over PG&E’s rates even
under higher purchased power prices. This dynaermjps SSJID’s Plan to provide significant
economic benefits to ratepayers and remain findpdeasible even if purchased power prices were
to increase on a long-term basis significantly bigihan assumed in SSJID’s Base Case.

Additional Alternatives AnalyzedSSJID also evaluated a number of other alter@atnditions
that could adversely affect the financial feasipiind or economic benefits of its Plan, in additio
to higher purchase costs for the existing distrdyusystem and higher purchased power costs.
None of these other potential conditions were deitezd to have any significant effect on the
financial feasibility or economic benefits of SSHProposed Plan.

Results of Sensitivity AnalysisThe sensitivity analyses conducted by SSJIDigorthat under a
broad range of potentially adverse conditions, BSJPlan remains financially feasible and will
meet SSJID’s objectives. SSJID will be able tovpte retail electric service at rates 15 percent
below PG&E’s rates and provide significant econobreaefits to ratepayers and the communities it
proposes to serve even if the cost of purchasie@xisting distribution facilities is significantly
greater than the fair market value assumed by SBdt@r its Base Case. It will also be able to do
so if purchased power prices increase over the-teng significantly higher than SSJID’s experts
currently forecast. And it will also be able to stounder a range of other conditions. Even under a
range of adverse potential conditions, SSJID’s Rldl accomplish its objectives of: (1) reducing
customers’ electric rates by 15 percent; (2) imprgthe local economy; (3) increasing jobs and
job opportunities in local communities; (4) improgicustomer service; (5) increasing the

reliability of service; (6) increasing the availktlyi of and funding for public benefits programsida
(7) more equitably distributing the benefits of &89 ownership interest in Tri-Dam and other low
cost, renewable hydroelectric generation.

V. IMPACT ON SSJID’S EXISTING SERVICES AND CUSTOMERS

SSJID has also evaluated the impact of its Plamdwide retail electric service on its ability
to continue to provide the services it currentlgyvpdes in an efficient and effective manner and to
maintain a prudent level of cash reserves to supperprovision of these existing services.
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SSJID’s financial analysis demonstrates that itdudcient financial strength to provide retalil
electric service without adversely affecting itdipto provide the existing services it currently
provides.

As noted above, SSJID’s existing cash reservestantbvenue generated by SSJID’s
ownership interest in Tri-Dam provide more tharfisignt financial support for SSJID’s Plan to
provide retail electric service while ensuring tB&JID will continue to be able to provide high
guality, reasonably priced irrigation, treated wataw water, wholesale electricity and other
services to its existing customers. As Table 8@ Bable 8-3 clearly show, SSJID’s cash reserves
are substantial and will continue to grow in thiufa even with SSJID’s expansion of the services
it provides to include retail electric service. A&sesult, expansion of the services SSJID prowviales
include retail electric service will provide SSJNith an opportunity to prudently invest its growing
cash reserves in a manner that provides significaugtterm benefits for the ratepayers and
communities SSJID serves without adversely affgc88JID’s ability to continue to provide the
services it has historically provided in a sourfticient, effective and prudent manner.

V. CONCLUSION

SSJID’s economic analysis confirms that its Plarefganding the services it provides to
include retail electric service is financial fedsilcan provide significant economic benefits uraler
wide range of potential conditions and provideswdpnt means for reinvesting SSJID’s cash
reserves to maximize the long-term benefit to #tepayers and local communities SSJID serves.

8-13
DWT 13199054v3 0067070-000001



ATTACHMENT 8, EXHIBIT A

Summary Financial F

orecast (30 years) 2011 through039
1 2 3 4 5
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SUMMARY FINANCIAL FORECAST: Base Case 10 20 30
$ in millions 2011 2012 2013 2014 2015 2020 2030 2040
1 |Beginning Cash Balance 10.0 15.9 22.6 315 414 81.9 292.9 711.5
Revenues
2 | Revenues -- Payments From SSJID Customers 77.1 80.2 83.3 86.7 90.1 109.6 162.0 230.5
3 ] SSJID Contribution outside of initial $10 million 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
4 ] Interest Income 0.5 0.5 0.6 0.7 0.9 1.9 6.9 17.0
Total Revenues 77.6 80.6 83.9 87.3 91.0 111.5 169.0 247.6
Expenses
5 | Cost of Power (including losses) 46.3 48.2 50.1 52.1 54.1 65.8 97.3 138.5
6 | O&M/A&G Costs 8.0 8.1 8.3 8.4 8.6 9.5 11.6 13.9
7 | Public Benefit Costs 3.1 3.2 3.3 3.5 3.6 4.4 6.5 9.2
8 | Payments In Lieu of Taxes 1.9 2.0 2.0 2.0 2.1 2.3 2.8 3.4
9 | Exit Fees/Nonbypassable Payments to PG&E 3.9 4.0 2.9 3.0 3.0 3.3 0.2 0.3
Total Expenses 63.2 65.4 66.6 69.0 71.4 85.3 118.4 165.2
10| Capital Improvements and R&R - - - - 3.3 3.7 5.9 7.1
Debt Service
11| Taxable Debt Service 4.9 4.9 4.9 4.9 5.8 5.8 5.8 5.8
12| Tax-Exempt Debt Service 3.5 3.5 3.5 3.5 4.7 4.7 4.7 4.7
Total Debt Service 8.5 8.5 8.5 8.5 10.5 10.5 10.5 10.5
Ending Cash Balance 15.9 22.6 31.5 41.4 47.1 93.8 327.0 776.2
13]Debt Coverage Ratio 1.70 1.79 2.04 2.17 1.86 2.48 4.80 7.82
Line/Assumptions to Financial Forecast
1] SSJID contributes $10 million at beginning of the Project
2|Revenues based on PG&E retail rates less 15% .
2|Loads based on load estimates from PG&E's own Valuation Study
3|SSJID contribution to meet DSC & other constraints
4]Interest Earned on Cash Balance @ 2.5%
5|Based on a Study by Major Power Marketer ($82/mwh 2011 base)
5]Includes Reserves,Ancillary Services & RPS Obligations
6] Staffing of 68 employees plus contractors @ 3% AARG
714% of Revenue
8| Equivalent to current level of County/City PG&E $s
9|Exit fees hold PG&E ratepayers harmless
9]1st 4 years R&R is rolled in non-taxable bond issues (not in DSC)
11| Taxable debt at 7.5% interest rate (interest only 1st 4 years)
12|Non-taxable debt at 5.5% interest rate (interest only 1st 4 years)
13| Debt coverage ratios meets industry standard 1.25 ratio test
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ATTACHMENT 9
Financing Plan and Bond Counsel Letter
Regarding SSJID’s Ability to Finance its Plan

SSJID will finance the capital cost of its Plarptovide retail electric service, including the
costs of acquiring the existing distribution systeithin its existing service territory from
PG&E, the cost of construction required to sepatadacilities SSJID will acquire from the
remaining PG&E system, the cost of related systpgrades and reliability improvements, and
working cash, using a combination of taxable andeteempt bonds.

The cost to purchase the existing electric distitloufacilities will be financed in whole or in

part over 30 years through the issuance of taXadhels, with the balance paid from SSJID’s
cash reserves. This cost will be determined bggotiated purchase or, if necessary, through a
judicial determination of the fair market valuetbé facilities. SSJID believes that a reasonable
fair market value for the existing distribution ilées is $61 million plus severance costs of $4.1
million. SSJID’s economic analysis demonstrates itis Plan is financially feasible at this
purchase price under the assumptions in its Base &ad would also be feasible at potentially
higher acquisition prices should a higher pricenbgotiated or required for purchase of the
facilities. A summary of this analysis is includedAttachment 8.

The cost to construct additional new facilitiesluaed in SSJID’s Plan will be financed over 30
years through the issuance of non-taxable bondiss cbnstruction includes facilities necessary
to physically and operationally separate the eledistribution facilities SSJID intends to
acquire from PG&E’s remaining electric distributisystem; limited additional facilities to
improve reliability within the area SSJID intendsserve; and facilities to ensure that PG&E'’s
remaining customers do not experience any deg@adatiservice.

SSJID currently plans to make an initial capitattcdoution from its cash reserves to facilitate
the purchase of the existing distribution faciktend financing its Plan. Other than the initial
capital allocation from its reserves to its retddctric service, SSJID does not anticipate utiizi
any of its other cash reserves or other fundsdwige retail electric service. However, SSJID
has cash reserves and other annual revenues toaldt make available if necessary or desired.
Any additional contributions to capital, if necegsar desired, would come from SSJID’s cash
reserves funded, in part, by revenues from SSIJ@isership interest in Tri-Dam and other
hydroelectric generating facilities.

SSJID has assumed that it will be required to raebt service coverage ratio of at least 1.25
in order to maintain its current AA credit ratingor purposes of analysis, SSJID has assumed
financing costs for its planned taxable bonds 6fpércent for thirty years and for its non-
taxable bonds of 5.5 percent for thirty years. SEh@ssumptions are conservative and assume
that the current wide spread in interest rates éetwtaxable and non-taxable financings will
continue through 2011 and beyond. Current inteedst are lower and the spread between
taxable and non-taxable financings has historidadign considerably lower.

SSJID’s Plan and economic analysis have been redidy its bond counsel and bond counsel
has provided SSJID with an opinion that its Plafinianceable under current market conditions
under both its Base Case assumptions and also atigarpotentially adverse conditions,
including higher acquisition costs for purchas¢hef existing distribution facilities and higher
purchased power prices. A copy of the opinioreteiiom SSJID’s bond counsel is attached as
Exhibit 9-A to this Attachment.
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ATTACHMENT 9, EXHIBIT A

Letter from SSJID Bond Counsel
Regarding SSJID’s Ability to Finance its Plan
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ATTACHMENT 10
SSJID Audited Financial Statements for 2004-2008
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