Community Choice Aggregation
Development and Implementation Update

City of Solana Beach
City Council Meeting
10/11/17



Background

« May 24, 2017 - City Council authorized the execution
of professional services agreements with The Energy
Authority (TEA) and Calpine to enter into Phase 1 of
the CCA development and implementation efforts.

Phase 1 Phase 2 Phase 3

Program Development Program Launch Operations
0-6 Months 6-12 Months Years 2-5
Technical study completed . Implementation Plan certified . Ongoing power supply services
Community and local government | e Data management, accounting, (scheduling, etc.)
outreach and back office functions . Customer account management
Implementation Plan drafted established e  Community outreach and
Operations, budget, and staffing . Utility service agreement, marketing
plan developed regulatory registrations, bond . Regulatory and legislative affairs
posting . Net energy metering and feed-in
. Power procurement and tariff
contracting *  Enrollment of additional
Rate design/rate setting communities
Public outreach and marketing
campaign
. Customer notifications/enrollment
® period 2




Statewide CCAs

To date, there are thirteen (13) operational CCA programs in California:

Marin Clean Energy

Sonoma Clean Power

Lancaster Choice Energy (City-only CCA)
CleanPowerSF

Peninsula Clean Energy

Redwood Coast Energy Authority

Silicon Valley Clean Energy

Apple Valley Choice Energy (City-only CCA)
East Bay Community Energy

Los Angeles County Choice Energy
Monterey Bay Community Power

Pioneer Community Energy

Pico Rivera Innovative Municipal Energy (PRIME)

Projected that CCA’s will account for
approximately 70% of total energy load
in entire State by 2020

There are another five (5) emerging CCA programs actively being
developed:

Central Coast Power
San Jose Clean Energy
South Bay Clean Power

Western Riverside Association of Governments (WRCOG), Coachella Valley Association of

Governments (CVAG)
San Jacinto Power
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Current Operational Member* Overview

Customer Peak Minimum Unbundled Annual Load
Member Accounts Load MW RPS RECs 2017 GWh
Appple Velllay Gl 29,000 70 35% 8% 235
Energy
CleanPowerSF** 76,000 95 40% 0 535
Lancaster Choice Energy 52,000 198 35% 8% 590
Los Angeles County 05 877 50% 0 3,470
Community Energy
MCE** 260,000 520 55% 0-3% 2,900
Monterey Bay
Community Power** 307,000 680 TBD TBD 3,800
Peninsula Clean Energy 300,000 660 50% 0 3,800
Pico Rlygra Innovative 17,000 50 50% 0 215
Municipal Energy
Silicon Valley Clean Energy 240,000 680 50% 0 3,700
Redwood Coast Energy 0
Authority** 60,000 140 40% 0 730
Sonoma Clean Power 227,000 510 43% 0 2,434

CalCCA Member Totals 1,853,000 4480 MW  45% (avg) 1.8% (avg) 22,409 GWh

* East Bay Clean Energy and Pioneer Clean Energy are also Operational Members of CalCCA with data forthcoming in 2017/18
** Represents partial enrollment with additional phases planned for 2018
*** Represents estimates for program launching in 2018



Current CCA

state
resources...

KEY ‘1( WIND

. Ostrom Road Landfill, Yuba Co.

Cloverdale Soventix, Sonoma Co. .
' HVAC 228

VacaSolar Millenium, Sonoma Co.
; . Lincoln Landfill, Placer Co.
~ 1UOE3

.- Hay Road Landfill, Solano Co.
HVAC 228

- Freethy Industrial Park Unit #1, Contra Costa Co.
RichmondBUILD

Petaluma Solar Millenium, Sonoma Co. K
Pristine Sun LLC, Sonoma Co.. .
Redwood Landfill, Marin Co. ~ ~ "

Buck Institute, Marin Co.
IBEW Cupertino Electric .

Cooley Quarry, Marin Co. - - Freethy Industrial Park Unit #2, Contra Costa Co.

( o RichmondBUILD
Cooley Quarry (Local Sol), Marin Co.
VRIER o MCE Solar One, Contra Costa Co.
San Rafael Airport, Marin Co. - 3 ¢ Local Hire chu_i_mmcnt
Marin City Community s iling Wage, RichmondBUILD

Peeldpriiet: Comporation - -~ Little Bear Solar, Fresno Co.

Cost Phus, Marin Co.” Tranquillity 8, Fresno Co.
NexEra, Alameda C nworkers Local 155, Laborers
Wl‘ighf Sular Pal‘k, MEI‘CEd C 294, IBEW Local 100 and 125

IBEW Local 100 and 684, Tronworkers Local 155, ;
Engineers Local 3

Los Banos Wind, Merced Co.

s Solar, Kings Co.
onworkers Local 155

Mustang Solar Power Project, Kings Co.
[BEW Local 1245, IBEW Local 100

Cottonwood Solar, Kings Co.
[BEW Local 100, [ronworkers Local 155

Rising Tree I1I, Kern Co.
IBEW Local 100, Ironworkers Local 155 it 3
Voyager Wind lll, Kem Co. /

Western Antelope Dry Ranch Solar, Los Angeles Co.
IBEW Local 11 and 47, Ironworkers Local 416 and 433, Laborers
Local 300, Operating Engineers Local 12/

Antelope Expansion 2, Los Angeles Co.

Desert Harvest, Riverside Co.

6 BIOGAS | SOLAR O UNION JOBS




CCA Accomplishments

Building California Renewables

« Constructing renewables quickly

« Takes 3-4 years of operations to create a diverse
long-term portfolio

« Over $1 billion in construction to date

*  Majority of spending on projects with project labor
agreements

Job Creation
« 2,800+ California jobs supported by MCE since 2010

« 80 jobs created by Lancaster Choice Energy since
2015

* 1.2 million union labor hours created through MCE
renewable projects in 2016




L.ock Box Account

« Lock Box Pledge Account & Reserve Account

o These are primary components of the Credit Support and financial backing
for both TEA and the CCA itself.

o The Lock Box would be the account into which all customer payments
would be placed.

« The CCA would grant to TEA a first priority security interest in and lien
upon the funds and payments made by the CCA customers.

« These funds would provide operational security as well as funding for
ongoing energy purchases made by TEA on behalf of the CCA.

« The Lock Box would accumulate funding over time for a Reserve
Account and Rate Stabilization Fund for any unforeseen changes to
future costs.

o The Lock Box and its reserve requirement is the vehicle that protects the
City's General Fund from the operations of the CCA.

« If, for whatever reason, the CCA is disbanded, only the money in the
Lock Box is at risk, not the General Fund.



Solana Beach CCA
Development Process

* |nitial step was completion of a Feasibility/Technical
Study
o City’'s Feasibility/Technical Study was completed in May 2016

o Demonstrated the feasibility of a CCA in Solana Beach

« City hired EES Consulting Inc. to conduct an
iIndependent, third-party peer review of Technical Study

o Concluded that “Overall, the CCA Study provided an adequate level of
analysis for decision-making given the early stage of consideration by the City.
In the opinion of EES, the CCA Study is a good basis for making policy decisions
about proceeding with the CCA for the City.”

« The cost of renewables and the escalation rate appear to be too high

« The PCIA (Power Charge Indifference Adjustment) levels are expected to
be higher in 2017 and beyond

« The SDG&E rate is too simplistic
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Overview

Developed new, up-to-date Pro Forma
Determined that CCA still feasible

Example Supply Portfolio & 100% Opt-Up Rate
Risk from PCIA Uncertainty
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Base Case Scenario (RPS Compliant)

Revenue Breakdown

Residential | pasidential

Five Year Total (2018-2022) /

Total Revenues $21,958,707
Total Costs $18,969,038 \
Retained Revenue $2,989,669| Other
Cost Breakdown
% of Revenue 13.6% Admininstrative ~ Overhead
12% 4 3%

|

April 18,2018
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50% RPS & 2% Rate Savings

Retained Revenue Allocation

Rate Discount

Five Year Total (2018-2022) ) 19%

Rate Discount $571,166

Renewables $339,419| Retained enewables
= Revenue 11%

Retained Revenue $2,079,083 70%

% of Revenue 9.7%

I EEEEEEEEEEEEEE—=—=——
April 18,2018
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100% Renewable Opt-Up
* CCA Opt-Up Rate

— Between SOOO3/kWh_ Typical Monthly Bill (non T&D) - 2018
Residential Usage (kWh) 437
SOO]'O/ kWh CCA Rate $0.07
— Based on 50% default PCIA + Franchise Fee $0.03
_ Average Bill $43.29|
PO rtfolio Opt-Up Rate $0.01
Opt-Up Cost $4.37

— Depends on mix of
renewable technologies
& sources

April 18,2018
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PCIA Status

New CPUC Rulemaking on PCIA initiated this
summer

— Review, Revise & Consider Alternatives

|IOUs contend not being fairly compensated for
procurements made on behalf of departing load

CCAs contend process does not account for IOUs
poor management of contracts/resources

Workshops begin in October

Decision targeted for July, 2018
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Possible Outcomes

e Status Quo or Reduced PCIA

— CCA continues to be feasible meeting all objectives

 Somewhat Higher PCIA

- Manage by cutting costs; accruing reserves; raising
rates but keeping competitive with SDG&E

* Much higher PCIA

—CCA’s find it hard to maintain competitive rates;
community determines if willing to pay more for local
control & higher renewables

April 18,2018



CCA Outreach Efforts

Climate Action Plan Workshop #1 — Nov 2016
Climate Action Plan Workshop #2 — May 2017

Climate Action Commission Meetings — Standing
monthly Agenda ltem for CCA Discussion/Update

Developed a CCA Specific Website

Climate Action Commission Special CCA Presentation
— July 19, 2017

Civic and Historical Society Annual Meetings — 2016
and 2017

Solana Eastside Community Group HOA Meetings —
various monthly meetings and annual “General
Meeting” in 2016 and 2017

20



Phase 1 Community Engagement Efforts

« Conducted by City Staff with assistance from the
City’'s consultant team and Climate Action
Commission members.

« Focused primarily on gauging general community
inferest in CCAS

« Conducted at various community events over the
past several months.

0O O O O O

Concerts at the Cove — August 10, 2017

Concerts at the Cove — August 17, 2017

Farmer’s Market — August 20, 2017

Beach Blanket Movie Night — August 26, 2017

Chamber of Commerce Business Expo — September 20, 2017

02]



Community Engagement Survey

« Developed a basic survey 1o gauge community
iInterest in iImplementing a CCA and, if interested, to
assess the respondents’ priorities in developing the
program.

« Respondents not in favor of a CCA were asked to
state their reasons for opposing a CCA.

« To date, the City has received 108 responses

02?2



Community Engagement Survey Results

1) Are you interested in having a CCA program in Solana Beach?
o Yes-90(83%)
o No-18 (17%)

2) If yes, what do you believe is the most important?

o Customer Choice 49 (46%)
o Local Control (i.e.: Rate Setting, Policy Decisions, etc.) 52 (49%)
o Competitive or Lower Prices 61 (57%)
o Local Benefits 37 (35%)
o Increase in Renewable Energy / Reducing Greenhouse Gas Emissions 76  (69%)
o Other

* Lowest cost possible 1

« Higher $ return for KWHs our solar panels add to the grid 1

* Long term stability to rates and service 1

3) Would you like to learn about CCA and/or receive updates on Solana Beach’s progress?
o Yes-100 (93%)

°® O No-8 (7%) 23



Community Engagement — Next Steps

» |f Council authorizes the City to move into Phases 2
and 3 of CCA development, many of the technical
questions can be addressed including:

o Potential rates
o How the CCA might affect current solar customers (net energy metering)

o Determining the renewable energy content options

« A major focus of the Phases 2 and 3 outreach efforts
will be engaging the business community.

« Afleast one community workshop will be held 1o
gather input from the community on CCA priorities
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Draft Implementation Plan

* TEA developed a draft Implementation Plan and
Statement of Intent.

 The Implementation Plan describes the City's plans to
Implement a voluntary CCA program for electric
customers within the jurisdictional boundary of Solana
Beach.

* Asrequired by Public Utilities Code Section 366.2(c)(3),
the Implementation Plan details the process and
conseqguences of aggregation and provides the City's
statement of intent for implementing a CCA program.
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Next Steps
[ b

Finalize Implementation Plan and November 2017
Submit to Council for Approval

File Implementation Plan with CPUC December 2017
CPUC Certifies Implementation Plan February/March 2018
Complete Initial Power Procurement February/March 2018
Finalize Program Budget, NEM Tariff March 2018

and Approve Rates

Send First Enrollment Notices March/April 2018
Send Second Enrollment Notices April/May 2018
Program Launch June/July 2018

Community Engagement/Outreach to occur throughout the process
Council/Board to be engaged in public meetings to determine program structure, rates, local
programs, etc.
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CCA Structure

« Single-City CCA
o Lancaster Choice Energy

o CleanPowerSF

o Apple Valley Choice Energy

« City remains engaged in discussions of potentially
forming a JPA with other San Diego jurisdictions

o North Coastal Region (Del Mar, Encinitas, Carlsbad and Oceanside)

o City of San Diego
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Fiscal Impact

Phase 1 services were completed with no upfront costs.

o City can choose to stop now with no financial implications to the City.

If the City Council authorizes the City fo move into
Phases 2 and 3, then financial obligations will be begin
to accrue.

o Costs will be deferred until the CCA is launched and revenue is available to pay
for these costs.

o If the City moves into Phase 2 and, for whatever reason, decides to not launch,
the City will be liable for costs incurred up to that point, up to a maximum of
$156,000.

To date, the City has spent $61,031 on consultants:

o confract negotiations
o third-party independent review of Technical Study

o program development and outreach
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Staff Recommendation

« Staff recommends the City Council consider
authorizing the City fo move into Phases 2 and 3 of
CCA program development and implementation
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