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Recommended Actions:

That the Board of Supervisors:

A. Receive and file a Technical Feasibility Study on Community Choice Aggregation for the
Central Coast Region (Attachment A; report and study appendices also may be downloaded at
http://www.centralcoastpower.org/resources.nrq);

B. Receive and file a Comparison Matrix of Community Choice Energy Programs (Attachment C);

C. Provide staff with direction regarding community choice energy options as follows:

1.
2.
3.

Option 1. Join two existing CCE programs;
Option 2. Form a new CCE program;

Option 3. Not implement a CCE program at this time and continue to explore additional
CCE-related options for later consideration; or

Option 4. Not implement a CCE program at this time and discontinue the County’s
evaluation of CCE.; and
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D. Determine that the above recommended actions do not constitute a project subject to
environmental review under the California Environmental Quality Act (CEQA) pursuant to
CEQA Guidelines Section 15262, as the actions involve only feasibility or planning studies for
possible future actions which the Board has not approved, adopted, or funded and does not have
a legally binding effect on later activities, and direct staff to file a Notice of Exemption (NOE)
(Attachment B); or

E. Provide other direction to staff.

Summary Text:

Staff, in collaboration with ten other jurisdictions across the Tri-County Region, has been evaluating the
feasibility of a regional community choice energy (CCE) program for Santa Barbara, San Luis Obispo,
and Ventura Counties. The County of Santa Barbara (“County’”) commissioned a feasibility study
(Attachment A) in 2016 to determine whether CCE is a good fit for Santa Barbara County and the Tri-
County Region. The feasibility study and subsequent peer review suggest that a newly created regional
CCE program spanning Santa Barbara, San Luis Obispo, and Ventura Counties is likely not a viable
venture in terms of the CCE program’s ability to provide competitive rates and remain a solvent
organization. The feasibility study similarly found that a stand-alone CCE program for the
unincorporated area of Santa Barbara County also would not produce competitive rates or a long-term
financially viable organization.

The results of the peer review, however, indicate that it may be possible for a local or regional CCE
program operating within Pacific Gas and Electric Company (PG&E) territory, including northern Santa
Barbara County, to offer competitive rates while covering its costs. However, a jurisdiction that offers
CCE service to one residential customer must offer CCE service to all residential customers. This means
that the County cannot operate a CCE program solely within PG&E territory in the northern
unincorporated area of Santa Barbara County. The County must also offer CCE service in the southern
unincorporated area of Santa Barbara County, which is served by Southern California Edison (SCE),
which has lower electricity generation rates than PG&E. The feasibility study and peer review indicate
that a new regional CCE program, under the assumptions used in the feasibility study and peer review, is
not likely to be able to offer competitive rates in SCE territory.

Staff is requesting that the Board consider the following options and provide direction on how to
proceed with CCE:

e Option 1. Join two existing CCE programs;

e Option 2. Form a new CCE program;

e Option 3. Not implement a CCE program at this time and continue to explore additional CCE-
related options for later consideration; or

e Option 4. Not implement a CCE program at this time and discontinue the County’s evaluation of
CCE.

No additional funding or changes in staffing levels are requested at this time.
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Background:
About Community Choice Energy

CCE, also known as community choice aggregation (CCA), enables local governments to leverage the
purchasing power of their residents, businesses, and governments to purchase or generate power for their
communities. When a CCE program is formed, the CCE provider purchases the electricity—which
typically includes a higher percentage of electricity from renewable resources like wind and solar—and
sets the rates charged to customers. The existing investor-owned utility (IO0U)—in our region, PG&E
and SCE—continues to deliver the electricity purchased by the CCE provider over the IOU’s power
lines and provide metering, billing, and other customer service.

Currently, there are nine CCE programs in operation throughout California: five in the San Francisco
Bay Area, one in Humboldt County, and three in the Los Angeles area. The longest-standing CCE
program is MCE Clean Energy, which began operations in Marin County in 2010 and has since grown
to also include parts of Napa, Solano, and Contra Costa Counties. More than 20 jurisdictions are actively
studying or developing CCE programs, with several programs expected to launch in 2018. Attachment C
includes a matrix that compares a potential Central Coast Power regional CCE program with the nine
operational CCE programs and three in-development CCE programs that would share some similarities
to a regional Central Coast Power CCE program. All of the operational and in-development CCE
programs conducted feasibility studies that suggested CCE could be economically viable for their
communities.

Board Action Related to CCE

On May 5, 2015, the Board provided direction to staff to solicit participation from area local
governments in a regional CCE feasibility study and to prepare information on the costs of CCE
exploration. On June 9, 2015, the Board appropriated funds to the Community Services Department to
conduct the initial phase of evaluating the formation of a CCE program (“Phase 17). Per Board direction,
staff contacted all 27 eligible jurisdictions® throughout the Tri-County Region in late 2015 to invite them
to participate in a regional CCE feasibility study. Ten jurisdictions, plus the Community Environmental
Council, joined the County to fund the study, the results of which are presented herein. Staff formed an
Advisory Working Group, composed of the contributing counties and cities,? to help guide and oversee
the feasibility analysis, provide outreach support, and monitor policy and program developments related
to CCE.

The County, with input from the Advisory Working Group, commissioned Willdan Financial Services
(“Willdan”) to complete the CCE feasibility study. The contract with Willdan was approved by the
Board on May 10, 2016, and subsequently extended to allow for the completion of the study presented
herein. The Advisory Working Group selected Willdan to conduct the study, in part, due to its
commitment to providing an impartial assessment and willingness to forego future CCE work in the
region so as to not bias the outcome of the study. Willdan has also completed similar feasibility studies
for the Cities of Lancaster and San Diego. MRW and Associates (“MRW”), who was later hired to
conduct a peer review of Willdan’s feasibility study, also has agreed to the same commitment to

! Lompoc operates its own municipally owned electric utility and therefore is not eligible to participate in a CCE program.
All other cities and counties in the Tri-County Region are included in the study.
2 For a list of Advisory Working Group members, visit http:/centralcoastpower.org/about.nrg#leadership.
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impartiality and has performed similar CCE technical evaluations for other local governments, including
Alameda County and the City of San Diego.

Our regional CCE exploration effort is sometimes referred to as “Central Coast Power.” Staff, with input
from the Advisory Working Group, created a website (www.CentralCoastPower.org) to share
information about our local CCE progress.

Feasibility Study Scope

The feasibility study evaluates the feasibility of forming a new CCE program run by one or multiple
local governments in the Tri-County Region. The study did not consider the viability of one or more
jurisdictions joining an existing CCE program.

The study assessed financial feasibility in terms of the ability of a local/regional CCE program to
provide competitive electricity rates while meeting policy goals and covering substantial CCE program
formation costs and ongoing operating expenses over an eleven-year study period (2020-2030).

The Advisory Working Group selected eight participation scenarios to explore the feasibility of different
sizes and configurations for the CCE program and the potential effects of customer demographics. The
eight participation scenarios included in the study are:

1. All Tri-County Region, including all 27 eligible jurisdictions throughout San Luis Obispo, Santa
Barbara, and Ventura Counties

2. Advisory Working Group Jurisdictions, including the 11 jurisdictions that funded the feasibility

study

All San Luis Obispo County, including the unincorporated area of the county and its cities

Unincorporated San Luis Obispo County

All Santa Barbara County, including the unincorporated area of the county and its cities

Unincorporated Santa Barbara County

All Ventura County, including the unincorporated area of the county and its cities

City of Santa Barbara

© N R

In addition to the eight participation scenarios, three renewable energy content scenarios were
considered for each participation scenario:

1. Renewable Portfolio Standard (RPS) Equivalent: This scenario assumes that the CCE program
would offer its base electricity product to all customers starting at 33% renewable energy content
in 2020 and ramping up to 50% renewable energy content by 2030 in alignment with the
California RPS.?

2. Middle of the Road: This scenario assumes that the CCE program would offer its base electricity
product to all customers using 50% renewable energy content for the entire study period.

3. Aggressive: This scenario assumes that the CCE program would offer its base electricity product
to all customers using 75% renewable energy content for the entire study period.

% http://www.cpuc.ca.gov/RPS_Homepage/
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For each of the renewable energy content scenarios, 2% of customers were assumed to voluntarily opt
up to a premium 100% renewable energy product. In total, 24 different scenarios were considered (8
participation x 3 renewable energy content scenarios). Twelve of the 24 scenarios include the
unincorporated area of Santa Barbara County. The results for the Advisory Working Group participation
scenario under all three renewable energy content scenarios are presented in the body of the feasibility
study report and in greater detail in Appendix D of the feasibility study report. Results for the remaining
scenarios are included in Appendices C and E-J. Appendix E includes the results for the Unincorporated
Santa Barbara County Scenario. The report and appendices are available at:
http://www.centralcoastpower.org/resources.nrg.

Feasibility Study Peer Review

Evaluating the feasibility of CCE is a difficult, complex, and time-consuming exercise involving
numerous variables and assumptions that are predicated on long-term forecasts of conditions and costs
within a dynamic energy procurement and regulatory landscape. While the existence of nine CCE
programs throughout California provides some verification of proof of concept, the procurement and
management of energy by local governments remains a complicated and multi-faceted venture.

Two 10Us currently serve Santa Barbara County: PG&E in North County and SCE in South County.
While this split 10U situation does not apply to other local governments in the region, each of the eight
participation scenarios that include the unincorporated area of Santa Barbara County is affected by the
presence of both I0Us. There are no other operational CCE programs that span multiple utility service
areas, and there is no way to offer a CCE program for the unincorporated area of Santa Barbara County
without operating in both 10U territories. PG&E and SCE have differing rate structures and actual
customer rates, which present some unique challenges to the CCE program that would need to be
considered when setting electricity rates.

In addition, a potential regional CCE program would be substantially larger in terms of customers
served, the amount of electricity provided, and geographic reach than any of the existing CCE programs
when they launched. While some of the existing CCE programs have grown over time, the absence of a
similar sized start-up CCE model proved to be challenging when conducting a feasibility assessment for
our region.

Willdan completed its preliminary draft feasibility study in May 2017. Given the complexities described
above, staff, with input from the Advisory Working Group, took the additional prudent steps of (1)
contacting existing CCE program staff to gather additional data related to the costs of operating a CCE
program and (2) commissioning MRW to conduct a third-party review of the Willdan draft study.

The purpose of the peer review was to evaluate the assumptions and conclusions of the Willdan draft
study. MRW suggested several revisions to the Willdan draft study and the pro forma upon which the
financial assessment was built to, in the opinion of MRW, improve the reasonableness and efficacy of
the assumptions that underpinned the Willdan draft feasibility study. MRW’s findings and
recommendations along with Willdan’s response to the MRW analysis are included in Appendix L of
the feasibility study report.
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Three variables had the largest influence on the Willdan feasibility study and MRW peer review:

1. Cost of Renewable Energy: To forecast renewable energy costs, Willdan relied on the average

prices that PG&E & SCE have paid for renewable energy to comply with the State RPS. Some of
this pricing is based on long-term contracts that the I0Us executed more than a decade ago. By
contrast, MRW relied on renewable energy prices from contracts executed in 2016, which it
believes is more reflective of the marketplace in which the CCE program would procure
renewable energy. MRW’s assumed renewable energy costs were approximately 30 percent
lower than those assumed by Willdan and in line with pricing reported by operational CCE
programs. Willdan also did some sensitivity testing of lower renewable energy prices.

Escalation of PG&E and SCE Rates: Electricity rates include two primary components: the
charges assessed for the cost of (1) the electricity provided to the customer (“generation charge”)
and (2) the delivery of the electricity over the IOUs’ power lines and related infrastructure
(“delivery charge”). The delivery charge is the same for CCE and non-CCE customers; whereas,
the generation charge can vary between 10Us and CCE providers. Therefore, the rate
competitiveness of a CCE program is dependent, in part, on the behavior of future PG&E and
SCE generation rates against which the CCE generation rates must compete.

Willdan and MRW take different approaches in forecasting future IOU generation rates. Willdan
adjusts PG&E’s and SCE’s rates by 0% — 0.5% annually based on current IOU rates that have
already been approved by the California Public Utilities Commission (CPUC) and market prices
for renewable energy. By contrast, MRW, citing pending rate cases before the CPUC and
accounting for factors other than renewable energy prices, forecasts more robust growth rates for
the IOUs’ generation rates over the study period.

Financing: Willdan assumed that the CCE program’s start-up costs (e.g., staff, office, and
consultant costs prior to program launch); working capital equal to five months of operating
expenses; and contributions to a rate stabilization and contingency fund would be financed
through a 30-year bond issuance. According to Willdan, the sheer size of a potential CCE
program serving the Tri-County Region precludes the cost-effective use of other, more
traditional financing models (e.g., General Fund or bank loans) commonly used by smaller
existing CCE programs. MRW noted the use of long-term bond financing was unusual and the
amount financed was high relative to other CCE programs. MRW suggested that it is atypical to
include a fully funded rate stabilization/contingency fund in initial financing. MRW also
highlighted the more common practice by other CCE programs to finance three—rather than
five—months of working capital.

Although not as large of a driver of the feasibility outcome as the items cited above, the Power Cost

Indifference Adjustment (PCIA) exit fee charged to CCE customers by the 10Us affects the

competitiveness of the CCE program’s rates relative to the IOUs’ rates.* The PCIA fluctuates based on

* The PCIA is designed to keep remaining IOU customers who do not join a CCE program from having to bear the sunk cost
of contracts the 10Us already signed for customers who no longer will receive electricity bought for them by the IOUs. The
PCIA is intended to not penalize (or reward) remaining IOU customers when CCE customers depart. However, it puts CCE
rates at a disadvantage due to the added charge. Both I0Us and the CCE providers are unhappy with the current PCIA model,

which is under review by the CPUC as part of R.17-06-026 to Review, Revise and Consider Alternatives to the Power
Charge Indifference Adjustment.
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current renewable energy market prices and is in part based on confidential pricing paid by the 10Us for
historical power purchases. The market fluctuations and confidential nature of the data make it hard for
CCE programs to predict the impact of the PCIA on CCE rate competitiveness year to year.

Feasibility Study Findings

CCE program feasibility is typically assessed based on (1) the competitiveness of CCE rates against the
existing 10U rates and (2) the long-term financial viability of the enterprise. According to Willdan’s
analysis, none of the 24 scenarios studied—including the County operating its own CCE program in the
unincorporated area of Santa Barbara County—shows a feasible outcome, meaning the CCE rates were
higher than PG&E and/or SCE rates, and the CCE program is predicted to have negative net margins in
most study years (2020-2030). Given the underperformance of the CCE program in terms of being rate
competitive, consistently having negative net margins, and failing to meet the target for working capital,
the CCE program under the assumptions used in Willdan’s analysis is neither reliably solvent nor
financially feasible.

A summary of Willdan’s assessment of how electricity rates, the overall electricity bill, and greenhouse
gas emissions would change for a typical residential customer under the CCE program or existing IOU
for each of the 12 scenarios that include the unincorporated area of Santa Barbara County is shown in
Table 1 below. The rate comparison is for the generation component of the overall electricity rates only;
the delivery rates would stay the same regardless of whether the customer is a CCE or non-CCE
customer. For the Advisory Working Group Middle of the Road (50% Renewable) Scenario, a
typical CCE residential customer in PG&E territory (northern Santa Barbara and San Luis
Obispo Counties) would, on average, experience nearly 30% higher generation rates, resulting in
an extra $16 charge on the customer’s monthly electricity bill. A CCE residential customer in SCE
territory (southern Santa Barbara and Ventura Counties) would, on average, experience 50%
higher generation rates, resulting in an extra $20 on its monthly bill. The rate and bill impact is even
higher (more costly) under the Advisory Working Group Aggressive (75% Renewable) Scenario.

Similarly, the rate and bill delta would be larger for the unincorporated area of Santa Barbara
County for all three renewable energy content scenarios than for the equivalent Advisory
Working Group scenarios. A CCE program serving solely the unincorporated area of Santa Barbara
County would see higher rates because it would have fewer customers over which to spread fixed costs
for common CCE functions such as power procurement and scheduling, legal/regulatory support, and
billing coordination with the 10Us, despite having somewhat lower expenses due to smaller staff size
and lower power costs.

While the CCE Middle of the Road (50% Renewable) and Aggressive (75% Renewable) Scenarios
would lower greenhouse gas emissions relative to PG&E’s and SCE’s electricity portfolios, the RPS
Equivalent Scenario would increase greenhouse gas emissions for all CCE participation scenarios. The
emissions increase is because PG&E and SCE currently have more greenhouse gas-free renewable
energy in their electricity supply portfolios than required by the State RPS, and based on renewable
energy contracts already signed, the IOUs are expected to continue to exceed the RPS requirement until
at least 2020. If the CCE program were to merely meet—rather than exceed—the RPS, the CCE
program would create more greenhouse gas emissions than either IOU in 2020.

Community Choice Energy Feasibility Study Results October 3, 2017



Page 8 of 15

Table 1. Willdan Summary of Forecasted Outcomes for a Typical Residential Customer in 2020

Pacific Gas & Electric

Southern California Edison

Generation . Generation .
Bill Bill .
S Renewable Rate . Rate . Proportional
Participation Included . Comparison . Comparison
. S Energy Comparison Comparison GHG
Scenario Jurisdictions (S Increase/ (S Increase/ .
Content (% Increase/ (% Increase/ Comparison
Decrease for Decrease for Decrease for Decrease for
CCA CCA
CeA Customers) CcA Customers)
Customers) Customers)
All San Luis RPS 22% $11.25 41% $14.55 6%
Obispo County Equivalent
Al L!'gfgr‘:”ty Q'a'rsbzr;;amumy 50% 29% $14.62 51% $17.93 -9%
All Ventura
County 75% 43% $21.72 71% $25.05 -55%
San Luis Obispo
County RPS
Santa Barbara Equivalent 22% SR a1% G 6%
County
Carpinteria
Advisory Santa Barbara
Working Group | Ventura County 50% 29% $15.92 50% $19.79 -9%
Jurisdictions Camarillo
Moorpark
Ojai
Simi Valley 75% 43% $23.68 70% $27.64 -55%
Thousand Oaks
Ventura
Buellton
Carpinteria £ RPS 24% $11.15 45% $14.53 7%
Goleta quivalent
Guadalupe
All Santa Santa Barbara 50% 31% $14.27 55% $17.69 -9%
Barbara County | Santa Maria
Solvang
Unincorporated
Santa Barbara 75% 45% $20.78 75% $24.22 -55%
County
RPS 26% $15.08 47% $19.29 7%
Equivalent ’ ’
Unincorporated | Unincorporated
Santa Barbara | Santa Barbara 50% 33% $18.97 56% $23.23 -9%
County County
75% 47% $27.11 76% $31.44 -54%

In its peer review, MRW analyzed the feasibility of a CCE program under the Advisory Working Group
Middle of the Road (50% Renewable) Scenario. MRW’s analysis generally assumed lower CCE
program costs and higher 10U rates against which the CCE program would compete, resulting in MRW
showing a smaller delta between the CCE and 10U rates (as compared to Willdan). For the Advisory
Working Group Middle of the Road (50% Renewable) Scenario, MRW’s analysis shows the CCE
program’s rates being higher than the weighted average of the IOUs’ rates for at least the first five or six
years of the CCE program’s operation, as shown in Figure 2.
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Figure 2. CCE versus Weighted Average IOU Rate Comparison, Advisory Working Group
Middle of the Road (50% Renewable) Scenario

Because of the complications of trying to set CCE rates that can compete in PG&E and SCE territory,
MRW concludes—consistent with Willdan’s findings—that a regional CCE program is not likely to be
able to offer rates that are competitive with SCE for CCE customers located in SCE territory. MRW
suggests, however, that a CCE program may be able to offer competitive rates for CCE customers
located in PG&E territory. To illustrate the potential rate competitiveness in PG&E territory, MRW did
a rate comparison for the unincorporated area of Santa Barbara County.

Figure 3 shows the CCE program’s expected rates (as shown by the stacked bar charts illustrating CCE
costs) compared to the applicable 10U rates (blue line) for the unincorporated area of Santa Barbara
County. After the first year, the CCE rates for the unincorporated area of Santa Barbara County are
projected to be generally comparable to the weighted average of the SCE and PG&E rates. This is
because the unincorporated area of Santa Barbara County has more PG&E than SCE customers; the
PG&E customers consume more electricity than the SCE customers; and PG&E’s generation rates are
higher than SCE’s rates, meaning the CCE rates do not have to be as low to compete with PG&E versus
SCE rates.
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Figure 3. CCE versus Weighted Average IOU Rate Comparison, Unincorporated Santa Barbara
County Middle of the Road (50% Renewable) Scenario
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Options for Board Consideration

At best, the feasibility study and peer review results suggest a regional CCE program could offer
customers electricity with a higher renewable energy content (at either 50% or 75%) than either PG&E
(43%) or SCE (41%) are expected to offer in 2020, but at higher rates (29% to 70% higher according to
Willdan). At worst, the CCE program could charge higher rates and dissolve within a matter of a few
years due to an inability to cover costs and maintain adequate working capital. In short, the results of the
feasibility study and peer review do not support the creation of a regional CCE program at this time due
to the:
o difficulty of maintaining rates that can be competitive, in particular with SCE’s low generation
rates;
e uncertainty of a shifting market and policy landscape, especially in light of the California Public
Utilities Commission (CPUC) open proceeding to consider modifications to the PCIA;” and
e [OUs’ historical trends of shifting generation-related costs to the fixed delivery charge paid by
CCE and non-CCE customers, which makes it harder for CCE programs to compete with
decreasing 10U generation rates.”

Thus, staff recommends the County not pursue a regional CCE program at this time.

MRW’s peer review, however, preliminarily suggests that a CCE program may be able to offer
competitive rates for CCE customers located in PG&E territory, including northern Santa Barbara

> R.17-06-026, Rulemaking to Review, Revise and Consider Alternatives to the Power Charge Indifference Adjustment

® Analysis conducted by Willdan shows that SCE’s delivery charge (which is the same for CCE and non-CCE customers) for
residential customers from 2014 to 2017 has increased 89%, while the residential generation charge (against which CCE
programs compete) has decreased 13%. Similar trends hold for non-residential customers. Although comparable data is not
available to do as thorough of an analysis for PG&E, according to Willdan, statewide 10U rate trends suggest PG&E has also
shifted costs from the generation charge, against which CCE programs compete, to the delivery charge paid by all customers.
Lancaster Choice Energy also recently filed a protest with the CPUC because of its concerns about SCE’s generation and
delivery charges and the impact on Lancaster Choice Energy’s customers.
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County. However, the statute that enables local governments to pursue CCE programs requires that a
jurisdiction that offers CCE service to one residential customer must offer CCE service to all residential
customers.” This means that the County cannot operate a CCE program solely within PG&E territory in
northern Santa Barbara County. The County must also offer CCE service in southern Santa Barbara
County, which is served by SCE.

Staff presents the following options for your Board’s consideration:

Option 1. Join two existing CCE programs. The feasibility study and peer review did not consider the
viability of the County joining an existing CCE program. County staff has spoken with staff at other
operational and in-development CCE programs to gauge their interest in having Santa Barbara County
join their programs. As mentioned previously, all existing CCE programs have experience with either
PG&E or SCE, but not both. PG&E and SCE have different billing systems, rate structures, and
approaches to coordinating with CCE programs. Therefore, it would be difficult for an existing CCE
program operating (or soon to be operating) in a single 10U territory to absorb Santa Barbara County,
spanning two 10Us. Furthermore, the existing CCAs that staff spoke with prefer to add local
governments that are contiguous (or near contiguous) with their boundaries to maintain a cohesive
community feel.

With these constraints in mind, it may be possible for the County to join two CCE programs: potentially
Monterey Bay Community Power (MBCP)® for the northern unincorporated part of Santa Barbara
County and, for the southern part, one of the in-development LA area CCE programs, such as Los
Angeles Community Choice Energy (LACCE),® South Bay Clean Power (SBCP),* or California Choice
Energy Authority (CCEA)." Three of the programs (MBCP, LACCE, and CCEA) use a joint powers
authority (JPA) structure; SBCP has not yet been created, and it is not clear if the program will launch.
Both MBCP and LACCE plan to launch in early 2018.

California Choice Energy Authority is operating and offers a new service model created by the City of
Lancaster in which CCEA provides back-office functions, such as power procurement, billing
coordination with SCE, and legal/regulatory support, for a fee to smaller stand-alone CCE programs.
Each of the CCEA member CCE programs are responsible for their own rate-setting, marketing and
outreach, program offerings, and financial and risk management. This fee-for-service model is similar to
the “JPA of JPAs” model supported by SBCP. However, staff does not feel CCEA or related “JPA of
JPA” models are a good fit for the County because the County would continue to be exposed to SCE’s
low generation rates and the ongoing uncertainty of the PCIA and other market/regulatory factors.

A significant complication with joining two existing CCE programs is that Public Utilities Code Section
366.2 (b) requires that a local government that offers CCE to its community must serve 100% of
residential customers. While joining two CCE programs could serve all of the County’s residents, there
may be questions about program timing, such as whether both CCE programs would be required to start
serving all Santa Barbara County residents on the same day and how all residential customers would

" Public Utilities Code Section 366.2 (b). http://codes.findlaw.com/ca/public-utilities-code/puc-sect-366-2.html. This equal
service provision does not apply to non-residential customers.

8 http://montereybaycca.org/

® http://green.lacounty.gov/wps/portal/green/lacce

19 hitps://southbaycleanpower.org/

Y hitps://californiachoiceenergyauthority.com/
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continue to be offered a CCE choice if one or both programs are discontinued. Staff has spoken with
CPUC staff, who have indicated a split-CCE approach like this would require further review with no
guarantees that the CPUC would accept this approach. There is some precedent for how the CPUC may
handle a split-10U approach under a single CCE program, as Placer County is pursuing a phased launch
across two 10U service areas: PG&E and Liberty Utilities.*? Further study would be needed to
determine whether existing CCE programs would be willing and able to add the County and the
logistical considerations and costs of joining an existing program(s).

Joining other CCE programs would also likely mean joining existing JPAs, the structure and operating
rules of which have already been established. Participating in such a JPA would limit the County’s
control and decision-making authority related to, for example, rates and program design, but could
reduce the County’s costs and risk exposure.

Option 2. Form a new CCE program. Although staff does not recommend it based on the feasibility
study and peer review results, the County could establish a new CCE program. There are two sub-
options for consideration further described below.

e Option 2a. Create a CCE program for the unincorporated parts of Santa Barbara County.
If the County were to form a new CCE program serving only the unincorporated areas, the
County would fund the CCE program using an enterprise fund and could house the program
within an existing or new department or division. This would allow the County to retain more
control over program design, costs, and rate-setting than forming a JPA, but it also would mean
the County must fully fund the start-up program and carry all the risk. The County would still
face the hurdle of rate-competitiveness in SCE territory and potentially PG&E territory. If
market and policy dynamics change in the future in support of a regional CCE program, the
County could later pursue a JPA structure to add other interested jurisdictions.

e Option 2b. Create a CCE program with one or more jurisdictions. If your Board is interested
in continuing to pursue a regional CCE program and other jurisdictions are also interested, a new
JPA could be formed to administer the regional CCE program.

Option 3. Not implement a CCE program at this time and continue to explore additional CCE-
related options for later consideration. The electricity market and policy environment are rapidly
transforming. While CCE programs have enjoyed tremendous growth over the past couple of years, both
in terms of the number of programs and expansions of existing programs to serve more customers, the
I0Us have had time to adjust to a more competitive market in a way that poses a greater risk to new
CCE program formation. Similarly, the CPUC is grappling with how to manage the growth of CCE and
level the playing field for all types of electricity providers. Significant regulatory and potential
legislative changes are expected in the next couple of years for CCE programs. It may benefit the
County to take a “wait and see” approach to let the market stabilize before further considering CCE.

If your Board chooses not to proceed with CCE at this time, staff is prepared—with ongoing funding to
be determined based on your direction for which option to pursue—to continue to work with the
Advisory Working Group and others to pursue other local renewable energy generation (e.g.,

12 The San Joaquin Valley Power Authority pursued CCE across two 10U territories in the mid-2000s, but ultimately the
CCE program did not launch.
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aggregation of government accounts); green job creation; and greenhouse gas reduction strategies in
support of the County’s economic and sustainability goals, including its commitment to reduce
countywide greenhouse gas emissions to 15% below 2007 levels by 2020, as called for by the County’s
Energy and Climate Action Plan. Staff can also further study different CCE options, such as limiting
CCE service to residential and government customers or the CCE program providing electricity
produced by its own renewable energy generation projects from the start. Staff could also pursue
legislative options for allowing the County to offer a CCE program for a portion of the unincorporated
county, for example, PG&E’s service area where CCE may be more financially feasible.

Option 4. Not implement a CCE program at this time and discontinue the County’s evaluation of
CCE. Your board may direct staff to discontinue implementation or further exploration of CCE.

Table 2 summarizes the potential benefits and risks of each option.

Table 2. Potential Benefits and Risks of CCE Options

Options Benefits Risks
1. Join 2 Existing CCE e May ameliorate the o Carries greater risk of
Programs negative impact of SCE’s CPUC rejecting program
lower generation rates on e May not find willing host
CCE rates for North for both parts of the
County county
e May be less time- e Dilutes local control
consuming than creatinga | e May require more
new program complex logistical
e May lower rates due to coordination
lower start-up and e May create
operational costs customer/brand confusion
e May not require as large
of a financial investment
e May allow programs and
electricity products to be
better tailored to North
and South County
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2. Form a New CCE Program

¢ Increases local control
(especially Option 2a) and
may increase accessibility
of customers to decision-
makers

o Simplifies and streamlines
decision-making process

e (Option 2a) May be less
time-consuming than
forming a JPA

Increases County’s
financial risk exposure
May increase rates and
provide less financial
stability due to smaller,
less diverse customer base,
reduced purchasing power,
and possibly less
advantageous credit terms
Presents fewer resources
due to smaller size

3. Not implement a CCE
program at this time and
continue to explore additional
CCE-related options for later
consideration

e May identify other more
cost-effective options for
achieving similar policy
goals

e May avoid significant
market and policy risk and
cost

May miss opportunity to
offer CCE to community

4. Not implement a CCE
program at this time and
discontinue the County’s
evaluation of CCE.

e May avoid significant
market and policy risk and
cost

e Can reallocate funding to
other policy priorities

May miss opportunity to
offer CCE to community

Performance Measure:
N/A

Contract Renewals and Performance Outcomes:

N/A

Fiscal and Facilities Impacts:

Budgeted: Yes

Fiscal Analysis:

The Board has authorized ongoing annual funding of $165,000 towards salaries and benefits expenses
for CCE and related programs in the Energy and Sustainability Initiatives Division of the Community

Services Department. In addition, in FY2015-16, the Board authorized $235,000 towards the costs of the
Phase | CCE exploration, including the feasibility study presented today. Approximately $160,000 of the

$235,000 remains.
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The County also received $327,500 from outside entities to help fund the Phase | costs. Additionally,
over the past two fiscal years, the Board has conditionally appropriated $275,000 and $300,000 for
anticipated Phase 2 and Phase 3 costs, respectively, should your Board direct staff to continue CCE
implementation.

Key Contract Risks:
N/A

Staffing Impacts:

No additional staffing requests are being made at this time. However, depending on Board direction,
staff may request additional resources to pursue next steps.

Special Instructions:

Please send one copy of the minute order to Jennifer Cregar.

Attachments:

Attachment A: Technical Feasibility Study on Community Choice Aggregation for the Central Coast
Region (report and study appendices also may be downloaded at
http://www.centralcoastpower.org/resources.nrg)

Attachment B: CEQA NOE

Attachment C: Comparison Matrix of Community Choice Energy Programs

Authored by:
Jennifer Cregar, Project Supervisor, Energy and Sustainability Initiatives
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