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RESOLUTION AND ORDINANCE AUTHORIZING THE CITY OF SAN CLEMENTE TO IMPLEMENT
COMMUNITY CHOICE ENERGY AS A MEMBER OF THE CLEAN ENERGY ALLIANCE

To be determined. San Clemente will be responsible for one third of the cost to update
the Clean Energy Alliance Implementation Plan, sharing the cost with two other cities.
There are existing funds of $6,000 in account #001-151-43690-000-00000 for
Community Choice Energy; staff would return to Council if an appropriation for
additional funds is necessary.

Staff recommends that City Council introduce an Ordinance authorizing the City to
implement Community Choice Energy pursuant to State law; and adopt a Resolution
authorizing the City’'s membership in the Clean Energy Alliance through execution of
its Joint Powers Agreement as amended, and to ratify the Mayor’s appointment of a
Councilmember and alternate to the Clean Energy Alliance Board of Directors.

Overview of Community Choice Energy

Community Choice Energy (CCE) or Community Choice Aggregation (CCA) enables
local jurisdictions to form a separate agency that purchases energy directly from
power suppliers rather than Investor-Owned Utilities (I0Us), such as San Diego Gas
and Electric (SDG&E). The 10U maintains the electricity grid, delivery of energy, and
bills customers. However, with CCA, local jurisdictions have control over energy
procurement to purchase power, set completive rates, and collect revenue. Revenue
is often used fo fund special programs such as rebates for solar panels.

Summary of Recent Steps
Although the City has considered CCE several times, the City Council has taken steps
more recently to move towards implementation of CCE in San Clemente. On August
17, 2021, the City Council authorized Phase | of a CCA Feasibility Study. On October
19, 2021, the consultant presented the findings of Phase [ (Attachment 3) and Council
directed: :

1. City staff to engage with Clean Energy Alliance (CEA) regarding next steps to

join CEA;

2. Establish a Council subcommittee to be involved;

3. City staff to request SDG&E data; and

4. Offer meetings to keep Council apprised of the status.

Mayor James and Mayor Pro Tem Duncan make up the Council subcommittee, and
City staff requested SDG&E data in January 2022. After CEA analyzed the data, CEA

City Manager’s Agenda Report
Y 8 & P 6/21/22/ 8A-1



Agenda Report

Discussion:

Page 2

presented their findings to the subcommittee in April 2022. CEA identified that,
although energy costs fluctuate, there would be savings to San Clemente customers
and this report provides an opportunity for City Council to pursue next steps to join
CEA.

Requirements to Join

In order to join CEA, the City must adopt an Ordinance pursuant to California Publlc
Utilities Code Sectlon 366.2(c)(12) to implement CCE. In addition, the City must adopt
a Resolution to execute the CEA’s Joint Powers Agreement, and ratify the Mayor’s
appointment of a Councilmember and alternate to represent San Clemente on the
CEA Board of Directors. If the City Council introduces and adopts an Ordinance and
Resolution, the earliest launch of service is April 2024 (see Table 2 for additional
timeline details).

Financial Analysis

CEA conducted a financial analysis utilizing the City's 2021 SDG&E aggregate
electrical load data. The analysis forecasts customer electricity rates, compares rates
to SDG&E, and considers net operating costs and revenues with San Clemente's
customers.

The full financial analysis and assessment was presented to the CEA Board on May
26, 2022 (Attachment 4). The financial analysis found savings to San Clemente
customers would range from 0.82% to 2.80% over SDG&E costs depending the
percent of renewable energy (Table 1 below). San Clemente’s forecasted savings are
in the range of customer savings in existing CEA members Cities of Carlsbad, Del
Mar, and Solana Beach range from 0.6% to 3.64%:; the Carlsbad and Del Mar 100%
Renewable Green energy choice costs 1% more than SDG&E costs.

Table 1. Estimated Savings for Average San Clemente Household

Generation $60.94 $44.85 $44.85 $44.85
75%/100% Premium - - $0.40 $2.97
PCIA+FFS* - $11.90 $11.90 $11.90
Generation Costs $60.94 $56.74 $57.14 $59.71
SDG&E Delivery $89.32 $89.32 $89.32 $89.32

Total Avg. Monthly Bill $150,27 $146.07 $146.47 $149.04
' $ Savings - ($4.20) ($3.80) ($1.23)
% Savings - 2.80% 2.53% 0.82%

*PCIA + FFS is the Power Charge Indifference Adjustment and Franchise Fee Surcharge
**Average 396 kWh Usage

CEA strives for a minimum of 5% reserve contributions each year from electricity
sales. The financial analysis notes that due to recent volatility and wholesale price
increases in the energy market, reserve contributions would be lower than 5% without
a 2.5% rate increase. The estimated savings in Table 1 above reflect the assumption
of a 2,.5% rate increase.
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Ordinance

California Public Utilites Code Section 366.2 requires that the City adopt an
Ordinance (Attachment 1) to implement CCE. The ordinance states the City's
intention to join CEA and identifies a customer's right to opt out of the program at any
time if the customer wants to maintain power procured by SDG&E.

Resolution

In order to join CEA, the City must adopt a Resolution to execute an agreement with
CEA (Attachment 2). [f the City Council approves the resolution, the CEA Board of
Directors will ratify San Clemente as a new member to the Joint Powers Authority
(JPA) at a future CEA Board meeting.

As part of the resolution, the Mayor must appointment a Councilmember and
alternative Councilmember to CEA’s Board of Directors. The City of San Clemente
will have authority in decisions regarding CEA operations and priorities.

Once San Clemente is ratified as a new member, CEA will amend its Implementation
Plan to include the City. The City is required to provide a portion of up to $50,000 for

- the Implementation Pian. The Plan amendment would cost up to $50,000 and the

cost would be shared with two other cities planning a 2024 implementation year —
Oceanside and Vista. (Note: The last Plan amendment, conducted in 2021, cost
$14,000). in addition, the cost will be reimbursed. CEA must submit the Plan to the
California Public Utilities Commission (CPUC) for approval.

Next Steps

After the City of San Clemente introduce and adopt an Ordinance and Resolution, the
CEA Board would approve San Clemente’'s membership. The CEA Board would
consider and adopt the Implementation Plan later this year to submit to the CPUC in
December. Table 2 below identifies the key dates and steps.

Table 2. Timeline to Launch Community Choice Energy

March 2022 — CEA Board Reviews/Approves Assessment

June/July 2022 San Clemente adopts Resolution to join CEA and Ordinance
to implement CCE

July 2022 CEA approves San Clemente membership
October 2022 CEA considers Draft Implementation Plan Amendment
November 2022 CEA approves Implementation Plan Amendment
December 2022 CEA files Implementation Plan Amendment with CPUC
March 2023 CPUC approves Implementation Plan Amendment
April 2024 Launch CEA service in San Clemente

Plan and Policy

Cons:stency The project is consistent W|th the following General Plan Goals Policies:

» Natural Resources Goal: Reduce consumption of non-renewable energy
sources and ensure efficient use development and conservation of
sustainable, non-poliuting energy sources.
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Policy NR-6.07. Renewable Energy Resources. We work with other agencies
and utiiity providers to develop safe, economical and renewable energy
resources, and we help reduce non-renewable energy use through public
education and participation in energy conservation programs.

Energy Goal: Maintain a refiable, safe, and economically sustainable energy
system that incorporates conservation and alternative energy resources to
help decrease reliance on fossil fuels and reduce the impacts of global climate
change.

Policy PSFU-8.07. Renewable Energy Resources. We work with other
agencies and utility providers to develop safe, economical, and renewable
energy resources in San Clemente.

Action; STAFF RECOMMENDS THAT the City Council:

1.

Attachments: 1. AN

Introduce Ordinance No. ____ entitled AN ORDINANCE OF THE CITY
COUNCIL OF THE CITY OF SAN CLEMENTE, CALIFORNIA,
AUTHORIZING THE IMPLEMENTATION OF A COMMUNITY CHOICE
AGGREGATION PROGRAM:; and ‘

Adopt Resolution No. ___ entitled A RESOLUTION OF THE CITY COUNCIL
OF THE CITY OF SAN CLEMENTE, CALIFORNIA, AUTHORIZING THE
EXECUTION OF THE JOINT EXERCISE OF POWERS AGREEMENT FOR
MEMBERSHIP IN THE CLEAN ENERGY ALLIANCE, A COMMUNITY JOINT
POWERS AUTHORITY, with Agreement.

ORDINANCE OF THE CITY COUNCIL OF THE CITY OF SAN CLEMENTE,

CALIFORNIA, AUTHORIZING THE IMPLEMENTATION OF A COMMUNITY
CHOICE AGGREGATION PROGRAM

2. A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF SAN CLEMENTE,
CALIFORNIA, AUTHORIZING THE EXECUTION OF THE JOINT EXERCISE OF
POWERS AGREEMENT FOR MEMBERSHIP IN THE CLEAN ENERGY ALLIANCE,
A COMMUNITY JOINT POWERS AUTHORITY, with Agreement

3. October 19, 2021 Agenda Report with Attachments

4. May 26, 2022 CEA Board Report

Notification:  Clean Energy Alliance
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ATTACHMENT 1

ORDINANCE NO.

AN ORDINANCE OF THE CITY COUNCIL OF THE

CITY = OF SAN - CLEMENTE, CALIFORNIA,
- AUTHORIZING THE . IMPLEMENTATION OF A

COMMUNITY CHOICE AGGREGATION PROGRAM

WHEREAS, California Public Utilities Code (the “Act”) Section 366.2 authorizes
cities and counties to individually or jointly provide retail electric service to an aggregation
of customers with their jurisdictions, which is referred to as community choice aggregation
(CCA); and -

WHEREAS, the City completed Phase | of a feasibility study which determined that
a CCA program could result in local benefits including the use of renewable energy at
levels above the State Renewables Portfolio Standard, the provision of competitive rates
to consumers, and economic opportunity for the City; and

WHEREAS, pursuant to Section 366.2 of the Act, if each entity adopts the
ordinance required by Public Utilites Code Section 366.2(c)X12), two or more public
entities authorized to be a community choice aggregator under Section 331.1 of the Act
may participate jointly in a CCA program through a Joint Powers Authority established
pursuant to Government Code Section 6500 et seq.; and

WHEREAS, the City wishes to implement to CCA program at this time joining as
a member to the Joint Powers Authority known as Clean Energy Alliance, consisting of
the member agencies of Carlsbad, Del Mar, and Solana Beach: and

WHEREAS, under section 366.2 of the Act, customers have the right to opt out of
the CCA program and continue to receive bundled electric service from the incumbent
utilities; and

WHEREAS, 366.2(c)(12) of the Act provides that an entity which elects to
implement a CCA program within its jurisdiction must do so by ordinance; and

WHEREAS, this ordinance is exempt from the requirements of the California
Environmental Quality Action (CEQA) pursuant to the State CEQA Guidelines, as it is not
a “project” and has no potential to result in a direct or reasonably foreseeable indirect
physical change to the environment (Section 15061(b)(3)). The ordinance is also
categorically exempt because it is an action taken by a regulatory agency to assure the
maintenance, restoration, enhancement or protection of the environment {Section
15308); and

NOW, THEREFORE, the City Council of the City of San Clemehte,-CaIiforrnia,
hereby ordains as follows: . A
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Section 1: The above recitals are true and correct.

©  Section 2: "In order to providé businesses and residents within the jurisdictional =
 boundaries of the: City with a choice of electric service providers and with the benefits

. desoribed ‘in the recitals -above, the. City Council-hereby elects pursuant to Sestion- -+ -

366.2(c)(2) of the Act to implement a CCA program within the jurisdiction of the City of =
San Ciemente by participating in the CCA program of the Clean Energy Alliance, under
the terms and conditions provided in its Joint Powers Agreement, on file with the City
Clerk. S :

Section 3: This Ordinance shall take effect and be in force thirty (30) days after
its passage.

Section 4: The City Clerk shall certify to the passage of this ordinance and cause
the same to be published as required by law, and the same shall take effect as provided

bylaw. w Wacodibed Ordinanee.
APPROVED AND ADOPTED this day of , 2022,
ATTEST:
City Clerk of the City of Mayor of the City of San
San Clemente, California Clemente, California
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STATE OF CALIFORNIA Yy
COUNTY OF ORANGE } ss.
CITY OF SAN CLEMENTE = )

..+ 1, JOANNE BAADE; City Clerk of the City of San Clemente,-California, hereby .- -

certify that Ordinance No. _ having been regularly introduced at the meeting of
, was again introduced, the reading in full thereof
unanimously waived, and duly passed and.adopted at a reguiar meeting of the City
Council held on the . ._day of , : , and said ordinance was
adopted by the following vote:

AYES:

NOES;

ABSENT:

IN WITNESS WHEREOF, | have hereunto set my hand and affixed the official seal of the

City of San Clemente, California, this _ day of , 2022.
CITY CLERK of the City of

San Clemente, California

APPROVED AS TO FORM:

CITY ATTORNEY
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ATTACHMENT 2

RESOLUTION NO.:

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF :-
.~ SAN-= CLEMENTE, - CALIFORNIA,” AUTHORIZING -THE:
EXECUTION OF THE JOINT EXERCISE OF POWERS
AGREEMENT FOR MEMBERSHIP IN THE CLEAN ENERGY
ALLIANCE, A COMMUNITY JOINT POWERS AUTHORITY -

WHEREAS, Section 6500 et seq. of the Government Code authorizes the joint
exercise by two or more public agencies of any power common to them as a Joint Powers
Authority (JPA), and

WHEREAS, Public Utilities Code Section 366.2(c)(12)(B) specifically authorizes two
or more cities and/or counties o conduct a Community Choice Aggregation (CCA) program
through the creation of a Joint Powers Agency if each public entity adopts an ordinance; and

_ WHEREAS, an existing JPA, known as Clean Energy Alliance (CEA) and currently
including the Cities of Solana Beach, Del Mar, and Carlsbad, allows its members to share
resources and jointly provide and achieve the environmental and economic benefits of a
CCA program on a regional basis; and

WHEREAS, on October 1 9,' 2021, the City Council received Phase | of a Community
Choice Aggregation Feasibility Study, dated October 2021; and

WHEREAS, on October 19, 2021, the City Council directed City staff to pursue joining
the Clean Energy Alliance; and

WHEREAS, this Resolution and the creation of the CEA is exempt from the
requirements of the California Environmental Quality Action (“CEQA”), as it involves
organizational and administrative activities of govemment that will not result in direct or
indirect physical changes on the environment, and therefore is not considered a “project”
(Section 15378(b)(5)); and

: WHEREAS, the City desires to enter into the existing JPA Agreement (“Agréement”)
to join the CEA along with the current Members identified in the Agreement, and any
additional members approved by the JPA Board in the future.

NOW, THEREFORE, the City Council of the City of San Clemente does hereby
resolve as follows: '

Section 1. All the recitals are true and correct,

: Section 2. The Clean Energy Alliance Joint Powers Agreement, including any
. -amendments creating and governing the CEA, which is attached hereto as Exhibit A and is
incorporated.

Section 3. The City Manager or his designee is further authorized to prepare,

‘negotiate and execute such other related applications, agreements and written documents
6/21/22/8A-8
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as may be required by CEA and related entities to :mplement the intent and purpose of this
Resolutlon and State Iaw

- Section 4. Councilmember . _is appointed to serve on the CEA Board' :
“of Directors, '-ahd Cou‘ri‘eiimembér‘ T -is appointed as altemate s

Section 5. The C:ty Clerk shall certify to the passage and adopt|on of this resolution
and enter it into the book of original resolutions.

PASSED AND ADOPTED this day of , 2022,

ATTEST:
City Clerk of the City of Mayor of the City of San
San Clemente, California Clemente, California
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STATE OF CALIFORNIA )
COUNTY OF ORANGE - - - ) §
_ CITY OF SAN CLEMENTE )

T

B JOANNE BAADE Clty Clerk of the Clty of San Clemente Californla do hereby Cemfythat

Resolution No. was adopted at a regular meeting of the City Council of the City
of San Clemente held on the- ~ - dayof__ — y_ by
the following vote: o
AYES:
NOES:
ABSENT:;
IN WITNESS WHEREOF, | have hereunto set my hand and affixed the official seal of the
City of San Clemente, California, this day of , 2022.

CITY CLERK of the City of

San Clemente, California

Approved as to form:

City Attomey

6/21/22/8A-10 .



Docusign Envelope I BE41T318-GOFDAB0DGADDTAITATEORZF ., . . b e i

Clean Energy Alliance Joint Powers Agreement
Effective: November 4, 2019
As amended by Resolution 2021-012 dated September 30, 2021

As further amended by Resolution 2021-014 dated November 18, 2021 and attached Amendment
No. 1.

As further amended by Resolution 2021-015 dated December 17, 2021
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CLEAN ENERGY ALLIANCE JOINT POWERS AGREEMENT
This Joint Powers Agreement (the “Agre_émentf’_ , effective as of November 4, 2019, is made by
the Parties of the Clean Energy Alliance and entered into pursuant to the provisions of Title 1,

Division 7, Chapter 5, Article 1 (Section 6500 et seq.) of the California Government Code
relating to the joint exercise of powers among the public agencies set forth in Exhibit B.

RECITALS

1. The Parties are public agencies sharing various powers under California law, including
but not [imited to the power to purchase, supply, and aggregate electricity for themselves
and their customers.

2. SB 350, adopted in 2015, maridates a reduction in greenhouse gas emissions to 40 percent
below 1990 levels by 2030 and to 80 percent below 1990 levels by 2050, In 2018, the
State Legislature adopted SB 100, which directs the Renewable Portfolic Standard to be
increased to 60% renewable by 2030 and establishes a policy for eligible renewable
energy resources and zero-carbon resources to supply 100 percent of electricity retail
sales to California end-use customers by 2045,

3. The purposes for the Founding Members (as such term is defined in Exhibit A) entering
info this Agreement include procuring/developing electrical energy for customers in
participating jurisdictions, addressing climate change by reducing energy-related
greenhouse gas emissions, promoting electrical rate price stability and cost savings, and
fostering consumer choice and local economic benefits such as job creation, local energy
programs and local power development. It is the intent of this Agreement to promote the
development and use of a wide range of renewable energy sources and energy efficiency
programs, including but not limited to state, regional, and local solar and wind energy
production and energy storage,

i 4, The Parties to this Agreement desire to establish a separate public agency, known as the
Clean Energy Alliance (“Authority”), under the provisions of the Joint Exercise of
Powers Act of the State of California (Government Code Section 6500 ef seq.) (“Act™) in
order to collectively study, promote, develop, conduct, operate, and manage energy
programs, '

5. The Founding Members have each adopted an ordinance electing to implement through
the Authority a Community Choice Aggregation program pursuant to California Public
Utilities Code Section 366.2 (“CCA Program™). The first priority of the Authority will be
the consideration of those actions necessary to implement the CCA Program on behalf of

participating jurisdictions.
6. By estabiishihg the Authority, the Parties seek to:

(a) Provide electricity service to residents and businesses located within the jurisdictional
boundaries of the public agencies that are members of the Authority in a responsible,
reltable, innovative, and efficient manner,

13045-0001\2606345 v [.doc 6/21/22/8A-12
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(b) Provide electric generation rates to all ratepayers that are competitive with those
offered by the Investor Owned Utility, San Diego Gas & Electric (SDG&E), for
similar products with a target generation rate at least 2 percent below SDG&E s base
product generation rate; : :

(c) Offer a mix of energy products for standard commodity electric service that provide a
cleaner power portfolio than that offered by SDG&E for similar setvice and other
options, including a 90 percent and a 100 percent renewable content options in which
communities and customers may “opt-up” and voluntarily participate, with the
ultimate objective of achieving— and sustaining—the Climate Action Plan goals of
the Parties, at competitive rates; ‘

(d) Develop an aggregate electric supply portfolio with overall lower greenhouse gas
(GHG) emissions than SDG&E, and one that supports near-term achievement of the
Parties’ greenhouse gas reduction goals and renewable electricity goals,

(e) Promote an energy portfolio that incorporates energy efficiency and demand response
programs and pursues ambitious energy consumption reduction goals;

(f) Pursue the procurement of local generation of renewable power developed by or
within member jurisdictions with an emphasis on loca! jobs, where appropriate,
without limiting fair and open competition for projects or programs 1mplemented by
the Authority;

() Provide a range of energy product and program options, available to all Parties and
customers, that best serve their needs, their local communities, and support regional

sustainability efforts;

(h) Support low-income households having access to special utility rates including
California Alternative Rates for Energy (CARE) and Family Electric Rate Assistance

(FERA) programs;

(i) Use discretionary program revenues to support the Authority’s long-term financial
viability, enhance customer rate stability, and provide all Parties and their customers
with access to innovative energy programs, projects and services throughout the
jurisdiction of the Authority; and

(j) Create an administering Authority that seeks to maximize economic benefits and is
financially sustainable, well-managed and responsive to regional and local priorities,

AGREEMENT

NOW, THEREFORE, in consideration of the mutual promises, covenants, and conditions
hereinafier set forth, it is agreed by and among the Parties as follows:

13045-0001\2606345v1.doc
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- DEFINITIONS AND EXHIBITS

11

1.2

2.1

22

2.3

2.4

“13045-0001\2606345v L doo

Definitions. Capltahzcd terms used in- thls Agreement shall have the meanmgs
spécified in Exhibit A, unless the context requires otherwise.

Documents Included. This Agreement consists of this document and the

| following exhibits, all of which are hereby incorporated into this Agreement:

Exhibit A: Definitions

Exhibit B: List of Founding Members and Parties added on or after October 1,
2020, per Section 2.4

FORMATION OF THE COMMUNITY CHOICE ENERGY AUTHORITY

Effective Date and Term. This Agreement shall become effective and the
Authority shall exist as a separate public agency on the date this Agreement is
executed by at least three Founding Members after the adoption of the ordinances
required by Public Utilities Code Section 366.2(c)(12). The Authority shall
provide notice to the Parties of the Effective Date. The Authority shall continue
to exist, and this Agreement shall be effective, until the Agreement is terminated
in accordance with Section 8.4 (Mutual Termination}, subject to the rights of the
Parties to withdraw from the Authority under Section 8.1.

Formation of the Autherity. Under the Act, the Parties hereby create a separate
joint exercise of power agency named the Clean Energy Alliance. Pursuant to
Sections 6506 and 6507 of the Act, the Authority is a public agency separate from
the Parties, The jurisdiction of the Authority shall be all territory within the
geographic boundaries of the Parties; however, the Authority may, as authorized
under applicable law, undertake any action outside such geographic boundaries as
is necessary to the accomplishment of its purpose.

Purpose, The purpose of this Agreement is to establish the Authority, to provide
for its governance and administration, and to define the rights and obligations of
the Parties. This Agreement authorizes the Authority to provide opportunities by
which the Parties can work cooperatively to create economies of scale and
implement sustainable energy initiatives that reduce energy demand, increase
energy efficiency, and advance the use of clean, efficient, and renewable
resources in the region for the benefit of all the Parties and their constituents,
including, but not limited to, establishing and operating a CCA Program.

Addition of Parties. After the initial formation of the Authority and prior to
October 1, 2020, any incorporated municipality, county, or other public agency
authorized to be a community choice aggregator under Public Utilities Code
Section 331.1 and located within the service territory of SDG&E may become a
member of the Authority if it has completed a positive CCE Feasibility Study,
adopted a CCA ordinance pursuant to Public Utilities Code Section 366.2(c)(12),
approved and executed this Agreement, and paid or agrees to pay its share of the
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Initial Costs pursuant to Section 7.3.2 of this Agreement. Notwithstanding the
foregoing, such public agency may be denied membership in the Authority if the
Board deterimines within 60 days after the submittal of the CCE Feasibility Study
that the addition of the public agency would create an undue risk or financial
burden to the Authority or to the achievement of the CAP goals of the Parties,

On or after October 1, 2020, any incorporated municipality, county, ot other
public agency authorized to be-a community choice aggregator under Public
Utilities Code Section 331.1 and located within the service territory of SDG&E
may apply to and become a member of the Authority if all the following
conditions are met:

24,1 Adoption ofa resolution by a two-thirds vote of the entire Board
authorizing membership in the Authority;

2.4.2 Adoption by the proposed member of a CCA ordinance as required by
Public Utilities Code Section 366.2(c)(12) and approval and execution of
this Agreement and other necessary program agreements by the proposed
member;

2.4.3 Payment of a membership fee, if any, as may be required by the Board to
cover Authority costs incurred in connection with adding the new party;
and

2.4.4 Satisfaction of any other conditions established by the Board.

2.5  Continuing Participation. The Parties acknowledge that membership in the
Authority may change by the addition, withdrawal and/or termination of Parties.
The Parties agree to participate with such other Parties as may latet be added by
the Board, as described in Section 2.4 (Addition of Parties) of this Agreement,
The Parties also agree that the withdrawal or termination of a Party shall not
affect this Agreement or the remaining Parties” continuing obligations under this
Agreement.

3. POWERS

3.1  General Powers, The Authority shall have the powers common to the Parties
which are necessary or appropriate to the accomplishment of the purposes of this
Agreement, subject to the restrictions set forth in Section 3.4 (Limitation on
Powers) of this Agreement.

3.2 Specific Powers. Specific powers of the Authority shall include, but not be
limited to, each of the following powers, which may be exercised at the discretion j
of the Board: - i

3.21 make aud enter into contracts;

13045-0001'2606345v],doc 6/21/22 / 8A-15
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- 3.2.2 - employ agents.and employees, including but not limited to a Chief - -
Executive Ofﬁce_r;

'3.2.3 acquire, own, contract, manage, maintain, and operate any buildings,
public works, improvements or other assets including but not limited to
public electric generation resources;

3.2.4 acquire property for the public purposes of the Authority by eminent
domain, or otherwise, except as limited undet Section 6508 of the Act and
Sections 3.6 and 4.12.3 of this Agreement, and to hold or dispose of any
property; provided, however, the Authority shall not exercise the power of
eminent domain within the jurisdiction of a Party without its affirmative
vote under Section 4.12.2; ,

3.2.5 lease any property;

3.2.6 sue and be sued in its own name;

3,2.7 incur debts, liabilities, and obligations, including but not limited to loans
from private lending sources pursuant to its temporary borrowing powers
authorized by law pursuant to Government Code Section 53850 et seq.
and authority under the Act;

3.2.8 issue revenue bonds and other forms of indebtedness;

3.2.9 apply for, accept, and receive all licenses, permits, grants, loans or other
atds from any federal, state or local public agency;

3.2.10 form independent cotporations or entities, if necessary, to catry out energy
supply and energy conservation programs;

3,2.11 submit documentation and notices, register, and comply with applicable
orders, tariffs and agreements for the establishment and impletmentation of

the CCA Program and other energy programs;

3.2.12 adopt rules, regulations, policies, bylaws and procedures governing the
operation of the Authority,

3.2.13 make and enter into service agreements relating to the provision of
services necessary to plan, implement, operate and administer the CCA
Program and other energy programs, including the acquisition of electric
power supply and the provision of retail and regulatory support services;

3.2.14 receive revenues from sale of electricity and other energy-related
programs; and
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-3.2.15 Partner orotherwise work cooperatively with other CCA’s on the
acquisition of electric resources, joint programs, advocacy and other
efforts in the interests of the Authority, .

33 Additional Powers to be Exercised. In addition to those powers common to
each of the Parties, the Authority shall have those powers that may be conferred
“upon it by law and by subsequently enacted legislation,

3.4 Limitation on Powers, As required by Section 6509 of the Act, the powers of
the Authority are subject to the restrictions upon the manner of exercising power
possessed by the City of Solana Beach and any other restrictions on exetcising the
powers of the Authority that may be adopted by the Board.

3.5  Obligations of the Authority. The debts, liabilities, and obligations of the
Authority shall not be the debts, liabilities, and obligations of any of the Parties
unless a Party agrees in writing to assume any of the debts, liabilities, and
obligations of the Authority with the approval of its Governing Body, in its sole
discretion, A Party that has not agreed in writing, as duly authorized by its
Governing Body, to assume an Authority debt, liability, or obligation shall not be

. responsible in any way for such debt, liability, or obligation, regardless of any
action by the Board. Further, the debts, liabilities and obligations of the City of
Solana Beach related to or arising from its existing CCA program, commonly
known as the Solana Energy Alliance, shall not be the debts, liabilities or
obligations of the Authority or any of the Parties except the City of Solana Beach
unless the Board approves assuming specific contracts entered into by the City of
Solana Beach. Any such contracts assumed by the Authority shall be obligations
of the Authority only and not of any of the Parties. Notwithstanding
Sections 4.12.1 and 9.8 of this Agreement, this Section 3.5 shall not be amended
or its liability limitations otherwise modified by an amendment to another part of
this Agreement unless such amendment is approved by the Governing Body of
cach Party.

3.6  Compliance with Local Zoning and Building Laws. Notwithstanding any other
provisions of this Agreement or state law, any facilities, buildings, structures or
other projects (the “project”) developed, constructed or installed or caused to be
developed, constructed or installed by the Authority within the territory of the
Authority (which consists of the territorial jurisdiction of the Parties) shall comply
with the General Plan, zoning, land use regulations, building laws and any
applicable local Coastal Plan of the local jurisdiction within which the project is
located.

3.7  Compliance with the Political Reform Act and Government Code
Section 1090. The Authority and its officers and employees shall comply with
the Political Reform Act (Government Code Section 81000 et seq.) and
Government Code Section 1090 et seq. The Board shall adopt a Conflict of
~ Interest Code pursuant to Government Code Section 87300. The Board may
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- adopt additional conflict of interest regulations in the Operating Policies and-
Procedures.
4. GOVERNANCE
-4.1  Board of Directors.

4,1.1 The Governing Body of the Authority shall be a Board of Directors
(“Board™) consisting of one Director for each Party appointed in
accordance with Section 4,2 (Appointment and Removal of Directors) of

this Agreement.

4,1.2 Each Director must be a member of the Governing Body of the appointing
Party. Each Director shall serve at the pleasure of the Governing Body of
the Party that appointed such Director and may be removed as Director by
such Governing Body at any time. If at any time a vacancy occurs on the
Board, then a replacement shall be appointed to fill the position of the
previous Director within 45 days after the date that position becomes

vacant.

4.1.3 The Governing Body of each Party also shall appoint an alternate to serve
in the absence of the primary Director. The alternate also shall be a
member of the Governing Body of the appointing Party. The alternate
shall have all the rights and responsibilities of the primary Director when

serving in his/her absence. -

4,14 Any change to the size and composition of the Board other than what is
described in this section shall require an amendment of this Agreement in

accordance with Section 4.12,

4.2  Appointment and Removal of Directors, The Directors shall be appointed and
- may be removed as follows:

42.1 The Governing Body of each Party shall appoint and designate in writing
one regular Director, who shall be authorized to act for and on behalf of
the Party on matters within the powers of the Authority. The Governing
Body of each Patty shall appoint and designate in writing one alternate
Director who may vote on matters when the regular Director is absent
from a Board meeting. The alternate Director may vote on matters in
committee, chair committees, and fully participate in discussion and
debate during meetings, All Directors and alternates shall be subject to
the Board’s adopted Conflict of Interest Code.

- 422 ADirector may be removed by the Board for cause in accordance with
procedures adopted by the Board. Cause shall be defined for the purposes

of this section as follows:

a. Unexcused absences from three consecutive Board meetings.

8 _ . 6/21/22/8A-18
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-b. - Unauthorized disclosute of confidential information or documents
from a closed session or the unauthorized disclosure of information
or documents provided to the Director on a confidential basis and
whose public disclosure may be harmful to the interests of the
Authority. ,

c. Violation of any ethics policies or code of conduct adopted by the
. Board. :

Notwithstanding the foregoing, no Pariy shall be deprived of its right to seat a
Director on the Board and any such Party for which its Director and/or altemate
Director has been removed may appoint a replacement.

4.3  Director Compensation. The Board may adopt by resolution a policy relating to
the compensation or expense reimbursement of its Directors. :

4,4  Terms of Office. Each Party shall determine the term of office for its regular and
alternate Director.

4.5  Purpose of Board. The general purpose of the Board is to:
45.1 Provide structure for administrative and fiscal oversight;

4,52 Retain a Chief Executive Officer to oversee day-to-day operations of the
Authority;

'4.5.3 Retain legal counsel;

454 Identify and pursue funding sources,

455 Setpolicy;

4,5.6 Optimize the utilization of available resources; and
45,7 Oversee all Committee activities.

4.6  Specific Responsibilities of the Beard. The specific responsibilities of the
Board shall be as follows:

4.6.1 Formulate and adopt an annual budget prior to the commencement of the
fiscal year;

4.6.2 Develop and implement a financing and/or funding ptan for ongoing
Authority operations and capital improvements, if applicable;

. 4.6.3 Retain necessary and sufﬁcxent staff and adopt personnel and
~ compensation policies, rules and regulations;

9
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4.6.4 Adopt policies for procuring electric supply and operational needs such as
professxonal servnces, equtprnent and supphes _

4.6.5 .Develt)p and 1mplement a Strategic Plan to guide the development,
procurement, and integration of renewable energy resources consistent
with the intent and priorities identified in this Agreement;

4.6.6 Establish standing and ad hoc committees as necessary;

4.6..7 Set retail rates for power sold By the Authority and set charges for any
other category of retail service provided by the Authority;

4,6.8 Wind down and resolve all obligations of the Authority in the event the
Authority is terminated pursuant to Section 8.2;

4.6.9 Conduct and oversee Authority operational audits at intervals not to
exceed three years including review of customer access to Authority
programs and benefits, where applicable;

4.6,10 Arrange for an annual independent fiscal audit;

4.6.11 Adopt such bylaws, rules and regulations necessary or desirable for the
purposes set forth in this Agreement and consistent with this Agreement;

4,6.12 Exercise the Specific Powers identified in Sections 3.2 and 4.6 except as
those which the Board may elect to delegate to the Chief Executive

Officer; and

4.6.13 Discharge other dutics as appropriate or necessary under this Agreement
or required by law.

4,7  Startup Responsibilities. The Authority shall promptly act on the following
matters:

4.7.1 Oversee the preparation of, adopt, and update an implementation plan for
electrical load aggregation pursuant to Public Utilities Code
Section 366.2(c)(3);

4.7.2 Prepare a statement of intent for electrical load aggregation pursuant to
Public Utilities Code Section 366.2(c)(4);

4.7.3 Obtain financing and/or funding as is necessary to support start up and

ongoing working capital for the CCA Program; and
4.7.4 Acquire and maintain insurance in accordance with Section 9.3.

4.8  Meetings and Special Meetings of the Board. The Board shali hold at least four
regular meetings per year, but the Board may provide for the holding of regular

10
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4.9

4.10

4.11

4,12

13045-000112606345v1.dac

_ meetings at more-frequent intervals. The date, hour, and place of each regular
~ -meeting shall be fixed annually by resolution of the Board. The location of

regular meetings may rotate for the convenience of the Parties, subject to Board
approval and availability of appropriate meeting space. Regular meetings may be
adjourned to another meeting time. Special meetings of the Board may be called
in accordance with the provisions of Government Code Section 54956, Directors
may participate in meetings telephonically, with full voting rights, only to the
extent permitted by law. Board meeting agendas generally shall be set, in
consultation with the Board Chair, by the Chief Executive Officer appointed by
the Board pursuant to Section 5.5. The Board itself may add items to the agenda
upon majority vote pursuant to Section 4.11.1.

Brown Act Applicable. All meetings of the Board shall be conducted in
accordance with the provisions of the Ralph M. Brown Act (Government Code

Section 54950, et seq.).

Quorum. A simple majority of the Directors shall constitute a quorum. No
actions may be taken by the Board without a quorum of the Directors present.

Board Voting. Except for matters subject to Special Voting under Section 4.12,
Board action shall require the affirmative votes of a majority of the Directors on
the entire Board. The consequence of a tie vote shall be “no action” taken.

Special Voting.

4.12.1 The affirmative vote of two-thirds of the Directors of the entire Board
shall be required to take any action on the following:

a. Issuing bonds or other forms of debt;
b. Adding or removing Parties or removing Directors; and
c. Amending or terminating this Agreement or adopting or amending

the bylaws of the Authority except as provided in Sections 3.5 and
4,12.3. At least 30 days advance written notice to the Parties shall
be provided for such actions. Such notice shall include a copy of
any proposed amendment to this Agreement or the bylaws of the
Authority. The Authority shall also provide prompt written notice
to all Parties of the action taken and attach the adopted

amendment, resolution or agreement.

4.12.2 An affirmative vote of three-fourths of the entire Board shall be required
' to initiate any action for Eminent Domain and no eminent domain action
shall be approved within the jurisdiction of a Party without the affirmative
_vote of such Party’s Director.

4.12.3 An unanimous vote of the entire Board shall be required to amend the
following provisions in this Agreement:

11
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“a ~ Section 2.3 (Purposé of Agreement)
. b _ S-e'ctionl3.6 (Compliance" with Local Zoning} -
‘ c. | Sections 411 and 4.12 (V oting Requirements}
| d. Section 4.12.2 (Eminent Domain)

e. Section 6.5 (Power Sﬁpply Requirements)

f. . Section 6.6 (Solana Energy Alliance Transition)

5. INTERNAL ORGANIZATION

5.1

3.2

5.3

54

Elected and Appointed Officers. For each fiscal year, the Board shall elect a
Chair and Vice Chair from among the Directors and shall appoint a Secretary and
a Treasurer as provided in Government Code section 6505,5. No Director may
hold more than one such office at any time. Appointed officers shall not be
elected officers of the Board.

Chair and Vice Chair. For each fiscal year, the Board shall elect a Chair and
Vice Chair from among the Directors. The term of office of the Chair and Vice
Chair shall continue for one year, but there shall be no limit on the number of
terms held by either the Chair or Vice Chair. The Chair shall be the presiding
officer of alt Board meetings, and the Vice Chair shall serve in the absence of the
Chair. The Chair shall perform duties as may be required by the Board. In the
absence of the Chair, the Vice-Chair shall perform all of the Chair’s duties. The
office of the Chair or Vice Chair shall be declared vacant and a new selection
shall be made if: (a) the person serving dies, resigns, or the Party that the person
represents removes the person as its representative on the Board, or (b) the Party
that he or she represents withdraws from the Authority pursuant to the provisions
of this Agreement, Upon a vacancy, the position shall be filled at the next regular
meeting of the Board held after such vacancy occurs or as soon as practicable

thereafter,

Secretary. The Board shall appoint a qualified person who is not on the Board to
serve as Secretary. The Secretary shall be responsible for keeping the minutes of
all meetings of the Board and all other office records of the Authority. [f the
appointed Secretary is an employee of any Party, such Party shall be entitled to
reimbursement for any documented out of pocket costs it incurs in connection
with such employee’s service as Secretary of the Authority, and full cost recovety
for any documented hours of service provided by such employee during such
Party’s normal working hours. :

Treasurer/Chief Financial Officer and Auditor. The Board of Directors shall
appoint a Treasurer who shall function as the combined offices of Treasurer and
Auditor and shall strictly comply with the statutes related to the duties and
responsibilities specified in Section 6505.5 of the Act. The Treasurer for the
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-* Authority shall be the depository and have custody of all money of the Authority .

from whatever source and shall draw all warrants and pay demands against the .
Authority as approved by the Board. The Treasurer shall cause an independent

: audit(s) of the finances of the Autherity to be made.by a certified public.-

acoountant, or public accountant, in compliance with Section 6505 of the Act.
The Treasurer shall report directly to the Board and shall comply with the -
requirements of treasurers of incorporated municipalities. The Board may
transfer the responsibilities of Treasurer to any qualified person or entity as the
law allows at the time. The duties and obligations of the Treasurer are further
specified in Section 7. The Treasurer shall serve at the pleasure of the Board. If
the appointed Treasurer is an employee of any Party, such Party shall be entitled
to reimbursement for any documented out of pocket costs it incurs in connection
with such employee’s service as Treasurer of the Authority, and full cost recovery
for any documented hours of service provided by such employee during such
Party’s normal working hours.

Chief Executive Officer. The Board shall appoint a Chief Executive Officer for
the Authority, who shall be responsible for the day-to-day operation and
management of the Authority and the CCA Program. The Chief Executive’
Officer may not be an elected member of the Board or otherwise represent any
Party to the Authority. The Chief Executive Officer may exercise all powers of
the Authority, except those powers specifically reserved to the Board, including
but not limited to those set forth in Section 4.6 (Specific Responsibilities of the
Board) of this Agreement or the Authority’s bylaws, or those powers which by
law must be exetcised by the Board. The Chief Executive Officer may enter into
and execute power purchase agreements and other contracts, in accordance with
criteria and policies established by the Board.

General Counsel, The Board shall appoint a qualified person to act as the
Authority’s General Counsel, who shall not be a member of the Board, or an

elected official or employee of a Party.

Bonding of Persons Having Access to Property. Pursuant to the Act, the Board
shail designate the public officer or officers or person or persons who have charge
of, handle, or have access to any property of the Authority exceeding a value as
established by the Board, and shall require such public officer or officers or
person or persons to file an official bond in an amount to be fixed by the Board.

Privileges and Immunities from Liability. All of the privileges and immunities
from liability, exemption from laws, ordinances and rules, all pension, relief,
disability, workers’ compensation and other benefits which apply to the activities
of officers, agents or employees of a public agency when performing their

- respective functions shall apply to the officers, agents or employees of the

Authority to the same degree and extent while engaged in the performance of any
of the functions and other duties of such officers, agents or employees under this
Agreement. None of the officers, agents or employees directly employed by the
Board shall be deemed, by reason of their employment by the Authority to be

13
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“employed by the Parties or by réason of their employment by the Authority, to be
subject to any of the requirements of the Parties. .

59  Commissions, Boards and Committees. The Board may cstablish any advisory
commissions, boards, and committees as the Board deems appropriate to assist the
Board in carrying out its functions and implementing the CCA Program, related
energy programs, and the provisions of this Agreement. To the extent possible,
the commissions, boards, and committees should have equal representation from
each Party. The Board may establish criteria to qualify for appointment on its
commissions, boards, and committees, The Board may establish rules,
regulations, policies, or procedures to govern any such commissions, boards, or
committees and shall determine whether members shall be entitled to
reimbursement for expenses. The meetings of the commissions, boards, or
committees shall be held in accordance with the requirements of the Ralph M.

Brown Act, as applicable.

6. IMPLEMENTATION ACTION AND AUTHORITY DOCUMENTS

6.1  Preliminary Implementation of the CCA Program.

6.1.1 Enabling Ordinance. In addition to the execution of this Agreement, each
Party shall adopt an ordinance in accordance with Public Utilities Code
Section 366.2(c)(12) for the purpose of specifying that the Party intends to
implement a CCA Program by and through its participation in the
Authority.

6.1.2 Implementation Plan. The Authority shall secure Board approval of an
Implementation Plan meeting the requirements of Public Utilities Code
Section 366.2 and any applicable Public Utilities Commission regulations,
and consistent with the terms of this Agreement, as soon after the
Effective Date as reasonably practicable but no later than
December 31, 2019,

6.2  Authority Documents. The Parties acknowledge and agree that the affairs of the
Authority will be implemented through various documents duly adopted by the
Board through Board resolution or minute action, including but not necessarily

" limited to operational procedures and policies, the annual budget, and specific
plans such as a local renewable energy development and integration plan and
other policies defined as the Authority Documents by this Agreement. All such
Authority Documents shall be consistent with and designed to advance the goals
and objectives of the Authority as expressed in this Agreemhent. The Parties agree
to abide by and comply with the terms and conditions of all such Authority
Documents that may be adopted by the Board, subject to the Parties’ right to
withdraw from the Authority as described in. Sectzon 8 (Wlthdrawal and
Terminatior) of- thIs Agreement, - - -

14
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6.3

6.4

6.5

6.6

FINANCIAL PROVISIONS

7.1

7.2

‘ Depqsitory. '

Integrated Resource Plan and Regulatory Compliance. The Authority shall -

- cause to be prepared-an Integrated Resource Plan in accordance with California

Public Utilities Commission regulations, and consistent with the terms of this

- Agreement, that will-énsure the long-term development and administration of a

variety of energy programs that promote local renewable resources, conservation,
demand response, and energy efficiency, while maintaining compliance with
other regulatory requirements including the State Renewable Portfolio Standard
(RPS) and customer rate competitiveness,

Renewable Portfolie Standards, The Authority shall provide its customers
energy primarily from Category 1 and Category 2 eligible renewable resources, as
defined under the California RPS and consistent with the goals of the CCA
Program. The Authority shall avoid the procurement of energy from Category 3
eligible renewable resources (unbundled Renewabic Energy Credits or RECs) to
the extent feasible, The Authority’s ultimate objective shall be to achieve— and
sustain—a renewable energy portfolio with 100 percent renewable energy
availability and usage, at competitive rates, within the Authority service territory
by no later than 2035, and then beyond.

Power Supply Requirements, The Authority’s power supply base product will
be greater than or equal to 50% qualified renewable resources. The Board shall
establish product options with higher renewable and/or GHG-free content that
each Party may select (such as 75% or 100% renewable content). In tio event will
the Authority’s power supply base product contain a lesser amount of renewable
resources than the base product provided by SDG&E to its customers. Power
supply options established by the Board will allow each Party the flexibility to

achieve its CAP goals without impeding any other Party from doing the same.

Continuation and Transition of City of Solana Beach’s Existing CCA
Program. The City of Solana Beach has been operating a CCA program within
its jurisdiction since 2018, The City of Sclana Beach shall be permitted to
continue to operate its existing CCA program until the Authority’s CCA Program
commences service to customers within the jurisdiction of the City of Solana
Beach. The transition of CCA customers within the City of Solana Beach to the
Authority’s CCA Program shall be implemented in accordance with the
Authority’s implementation plan approved by the Board and certified by the
CPUC and any policies and requirements established by the Board.

Fiscal Year. The Authority’s fiscal year shall be 12 months commencing July 1
and ending June 30, The fiscal year may be changed by Board resolution.

15
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7.2.2

7.2.3

All funds of fhe Authority shall be held in separate accounts in the name

- - of the Authority and not commmgled with funds of any Party or any other

person or entity

All funds of the Authorlty shall be strictly and separately accounted for,
and regular reports shall be rendered of all receipts and disbursements, at
least quarterly during the fiscal year. The books and records of the
Authority shall be open to inspection and duplication by the Parties at all
reasonable times. Annual financial statements shall be prepared in
accordance with Generally Accepted Accounting Principles of the United
States of America within 6 months of the close of the fiscal year. The
Board shall contract with a certified public accountant to make an annual
audit of the financial statements of the Authority, which shall be
conducted in accordance with the requirements of Section 6505 of the Act.

All expenditures shall be made in accordance with the approved budget
and upon the approval of any officer so authorized by the Board in
accordance with its policies and procedures.

7.3  Budget and Recovery Costs.

7.3.1

7.32

7.3.3

13045-000112606345v 1 . doe

Budget, The initial budget shall be approved by the Board. The Board
may revise the budget from time to time as may be reasonably necessary
to address contingencies and unexpected expenses. All subsequent
budgets of the Authority shall be prepared and approved by the Board in
accordance with its fiscal management policies that should include a
deadline for approval.

Funding of Initial Costs. The Initial Costs of establishing the Authority

_and implementing its CCA Program shall be divided equally among the

Founding Members. In the event that the CCA Program becomes
operational, these Initial Costs paid by the Founding Members shall be
included in the customer charges for electric services to the extent
permitted by law. The Authority may establish a reasonable time period
over which such costs are recovered and reimbursed to the Founding
Members. In the event that the CCA Program does not become
operational, the Founding Members shall not be entitled to any
reimbursement of the Initial Costs they have paid from the Authority or

any Party.

CCA Feasibility and Governance Report Costs. In the event that the CCA
Program becomes operational, any costs incurred by the Parties in
preparing CCA Feasibility or Governance Reports in connection with
establishing the Authority shall be included in the customer charges for
electric services to the extent permitted by law. The Authority may

* ¢stablish a reasonable time period over which such costs are recovered and

reimbursed to the Parties that incurred such costs, In the event that the
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CCA Program does not become operational, no Party shall be entitled to
any reimbursement of these costs from the Authority ot any Party.

7.34 Program Costs. The Parties intend that all costs incurred by the Authority
that are directly or indirectly attributable to the provision of electric or
other services under the CCA Program, including the establishment and
maintenance of vatious reserve and performance funds, shall be recovered
through appropriate charges to CCA customers receiving such services.

7.3.5 No Requirement for Contributions or Payments. Parties are not required
under this Agreement to make any financial contributions or payments to
the Authority, and the Authority shall have no right to require such a
contribution or payment unless expressly set forth herein (for example, as
provided in Section 2.4.3, with respect to Additional Members,
Section 7.3.2 with respect to Initial Costs and Section 8.1, with respect to
Withdrawal), or except as otherwise required by law.

Notwithstanding the foregoing, a Party may voluntarily enter into an
agreement with the Authority to provide the following:

a. contributions of public funds for the purposes set forth in this
Agreement;

b. advances of public funds for the purposes set forth in this
Agreement, such advances to be repaid as provided by such written

agreement; or

¢ its personnel, equipment or property in lieu of other contributions
or advances.

No Party shall be required, by or for the benefit of the Authority, to adopt
any local tax, assessment, fee or charge under any circumstances.

Accounts and Reports. The Treasurer shall establish and maintain such funds
and accounts as may be required by good accounting practice or by any provision
of any trust agreement entered into with respect to the proceeds of any bonds
issued by the Authority. The books and records of the Authority in the hands of
the Treasurer shall be open to inspection and duplication at all reasonable times
by duly appointed representatives of the Parties. The Treasurer, within 180 days
after the close of each fiscal year, shall give a complete written report of all
financial activities for such fiscal year to the Parties. The Treasurer shall
cooperate with all audits required by this Agreement.

Funds. The Treasurer shall receive, have custody of and/or disburse Authority
funds in accordance with the laws applicable to public agencies and generally
accepted accounting practices, and shall make the disbursements required by this -
Agreement in order to carry out any of the purposes of this Agreement, '
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7.7

CF]

Discretionary Revenues. The Board shall establish policies éonceming: the -
expenditure of discretionary revenues. Asdetermined by the Board in such

" policies, discretionary revenues may be used to (1) provide programs and develop-

projects of the Authority or (2) allow Parties to direct fiinds into qualified
Authority programs and projects, or provide other ratepayer benefits. The Board
shall endeavor to achieve a balanced distribution of program and project benefits
substantially commensurate with each Party’s energy load (“balanced
distribution™). The Board shall conduct periodic audits no less than every two
years in order to verify the balanced distribution of program and project benefits
and take any corrective action necessary to achieve or continue to maintain a

balanced distribution,

Rate Related Programs, The Authority will maintain residential net energy
metering and low-income rate discount programs.

8. WITHDRAWAL AND TERMINATION

8.1

Withdrawal

8.1.1 Withdrawal by Parties. Any Party may withdraw its membership in the
Authority, effective as of the beginning of the Authority’s fiscal year, by
giving no less than one year advance written notice of its election fo do so,
which notice shatl be given fo the Authority and each Party. The Board, in
its discretion, may approve a shorter notice period on a case by case basis.
In addition, a Party may immediately withdraw its membership in the
Authority upon written notice to the Board at any time prior to the
Authority filing its first year-ahead load forecast with the CPUC that
included the Party’s load (anticipated to occur in Aprit 2020) without any
financial obligation other than its share of Initial Costs that shall not be
reimbursed and any costs directly related to the resulting amendment of
the Implementation Plan, Withdrawal of a Party shall require an
affirmative vote of the Party’s Governing Body.

8.1.2 Amendment. Notwithstanding Section 8.1.1 (Withdrawal by Parties) of
this Agreement, a Party may withdraw its membership in the Authority
upon approval and execution of an amendment to this Agreement provided
that the requitements of this Section 8.1.2 are strictly followed. A Party
shall be deemed to have withdrawn its membership in the Authority
effective one year (or earlier if approved by the Board) after the Board
approves an amendment to this Agreement if the Director representing
such Party has provided notice to the other Directors imrediately
preceding the Board’s vote of the Party’s intention to withdraw its
membership in the Authority, should the amendment be approved by the
Board,

8.1.3 Continning Liability; Further Assurances. A Party that withdraws its
membership in the Authority may be subject to certain continuing

18
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~described in Section 8.1 (Withdrawal) of this Agreement.

liabilities, as described in Section 8.5 (Continuing Liability; Refund) of
- this-Agreement, including, but not limited to, power purchase agreements
-and other Authority contracts and operational obligations. The
withdrawing Party and the Authority shall execute and deliver all further
instruments and documents and take any further action that may be
reasonably necessary, as determined by the Board, to effectuate the
orderly withdrawal of such Party from membership in the Authority. The
- Board shall also consider, pursuant to Section 3.2.12, adoption of a policy
that allows a withdrawing Party to negotiate assignment to the Party of
- costs of electric power or other resources procured on behalf of its
customers by the Authority upon its withdrawal. In the implementation of
this Section 8.1.3, the Parties intend, to the maximum extent possible,
without compromising the viability of ongoing Authority operations, that
any claims, demands, damages, or liabilities covered hereunder, be funded
from the rates paid by CCA Program customers located within the service
territory of the withdrawing Party, and not from the general fund of the
withdrawing Party itself.

Termination of CCA Program. Nothing contained in Section 6 or elsewhere in
this Agreement shall be construed to limit the discretion of the Authority to
terminate the implementation or operation of the CCA Program at any time in
accordance with any applicable requirements of state law.

Involuntary Termination., This Agreement may be terminated with respect to a
Party for material non-compliance with provisions of this Agreement or Authority
Documents upon a two-thirds vote of the entire Board excluding the vote of the
Party subject to possible termination. Prior to any vote to terminate this
Agreement with respect to a Party, written notice of the proposed termination and
the reason(s) for such termination shail be delivered to the Party whose
termination is proposed at least 30 days prior to the regular Board meeting at
which such matter shall first be discussed as an agenda item. The written notice
of proposed termination shall specify the particular provisions of this Agreement
or the Authority Documents that the Party has allegedly violated.  The Party,
subject to possible termination, shall have the opportunity at the next regular
Board meeting to respond to any reasons and allegations that may be cited as a
basis for termination prior to a vote regarding termination. A Party that has had
its membership in the Authority terminated may be subject to certain continuing
liabilities, as described in Section 8.5 (Continuing Liability; Refund) of this
Agreement.

Mutual Termination. This Agreement may be terminated by mutual agreement
of all the Parties; provided, however, the foregoing shall not be construed as
limiting the rights of a Party to withdraw its membership in the Authority, and
thus terminate this Agreement with respect to such withdrawing Party, as
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8.6

Continuing Liability; Refund. Upon a withdrawal or involuntary termination of
a Party, the Party shall.be responsible for any claims, demands, damages, or
liabilities attributable to the Party through the effective date of its withdrawal or
involuntary terrhination, it being agreed that the Party shall not be responsible for
any claims, demands, damages, or liabilities commencing or arising after the
effective date of the Party’s withdrawal or involuntary termination.
Notwithstanding the foregoing or any other provisions of this Agreement, such
Party also shall be liable to the Authority for (a) any damages, losses, or costs
incurred by the Authority which result directly from the Party’s withdrawal or
termination, including but not limited to costs arising from the resale of capacity,
electricity, or any attribute thereof no longer needed to serve such Party’s load;
and (b) any costs or obligations associated with the Party’s participation in any
program in accordance with the program’s terms, provided such costs or
obligations were incutred prior to the withdrawal of the Party. From and after the
date a Party provides notice of its withdrawal or is terminated, the Authority shall
reasonably and in good faith seek to mitigate any costs and obligations to be
incurred by the withdrawing or terminated Party under this Section through
measures reasonable under the circumstances, provided that this obligation to
mitigate does not impose any obligation on the Authority to transfer any cost or
obligation directly atiributable to the membership and withdrawal or termination
of the withdrawing or terminated party to the ratepayers of the remaining
members, Further, the liability of the withdrawing or terminated Party shall be
based on actual costs or damages incurred by the Authority and shall not include
any penalties or punitive charges imposed by the Authority. The Authority may
withhold funds otherwise owing to the Party or may require the Patty to deposit
sufficient funds with the Authority, as reasonably determined by the Authority, to
cover the Party’s liability for the costs described above. The withdrawing or
terminated Party agrees to pay any such deposit determined by the Authority.
Any amount of the Party’s funds held on deposit with the Authority above that
which is required to pay any liabilities or obligations shall be retumed to the
Party. In the implementation of this Section 8.5, the Parties intend, to the
maximum extent possible, without compromising the viability of ongoing
Authority operations, that any claims, demands, damages, or liabilities covered
hereunder, be funded from the rates paid by CCA Program customers located
within the service territory of the withdrawing Party, and not from the general
fund of the withdrawing Party itself. The liability of a withdrawing Party under
this Section shall be only to the Authority and not to any other Party.

Disposition of Authority Assets. Upon termination of this Agreement and

dissolution of the Authority by all Parties, after payment of all obligations of the
Authority, the Board may sell or liquidate Authority property and shall distribute
any remaining assets to the Parties in proportion to the contributions made by the

-existing Parties. Any assets provided by a Party to the Authority shall remain the

asset of that Party énd shall not be subject to distribution under this section.

9.  MISCELLANEOUS PROVISIONS

20
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9.1

9.2

93

9.4

9.5
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Dispute Resolution.  The Parties and the Authority shall make reasonable efforts

to seftle all disputes arising out of or in connection with this Agreement, Before .
exercising any temiedy provided by law, a Party or the Parties and the' Authority ™

shall engage in nonbinding mediation in the manner agreed upon by the Party ot
Parties and the Authority, The Parties agree that each Party may specifically
enforce this section. In the event that nonbinding mediation is not initiated or
does not result in the settlement of a dispute within 60 days after the demand for
mediation is made, any Party and the Authority may pursue any remedies
provided by law.

Liability of Directors, Officers, and Employees. The Directors, officers, and
employees of the Authority shall use ordinary care and reasonable diligence in the
exercise of their powers and in the performance of their duties pursuant to this
Agreement. No current or former Directot, officer, or employee will be
responsible for any act or omission by another Director, officer, or employee.

The Authority shall defend, indemnify and hold harmless the individual current
and former Directors, officers, and employees for any acts or omissions in the
scope of their employment or duties in the manner provided by Government Code
Section 995 et seq. Nothing in this section shall be construed to limit the defenses
available under the law, to the Parties, the Authority, or its Directors, officers, or
employees. In addition, pursuant to the Act, no Director shall be personally liable
on the Authority’s bonds or be subject to any personal liability or accountability
by reason of the issuance of bonds.

Insurance and Indemnification of Parties. The Authority shall acquire such

‘insurance coverage as is necessary to protect the interests of the Authority and the

Parties. The Authority shall defend, indemnify and hold harmless the Parties and
each of their respective governing board members, officers, agents and
employees, from any and all claims, losses, damages, deductibles or self-insured
retentions, costs, fines, penalties, injuries and liabilities of every kind arising
directly or indirectly from the conduct, activities, operations, acts, errors,
omissions or negligence of the Authority or its officers, employees, agents,
contractors, licensees or volunteers.

No Third Party Beneficiaries. The provisions of this Agreement are for the sole
benefit of the Parties and the Authotity and not for the benefit of any other person
or entity. No third party beneficiary shall be created by or arise from the
provisions of this Agreement.

Notices. Any notice required or permitted to be made hereunder shall be in
writing and shall be delivered in the manner prescribed herein at the principal
place of business of each Party. The Parties may give notice by (1) personal
delivery; (2) e-mail; (3) U.S. Mail, first class postage prepaid, or a faster delivery
method; or (3) by any other method deemed appropriate by the Board,

Upon providing written notice to all Parties, any Party may change the designated
address or e-mail for receiving notice.

2]
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9.6

9.7

9.8

9.9

9.10

9.11

9.12

© All'written hoticés or correspondence sent in the described manner will be
- ‘deemed: given to a party on whichever date occtrs earliest: (1) the date of

personal delivery; (2) the third business day following deposit in the U.S. mail, ~
when sent by *first class” mail; or (3) the date of transmission, when sent by e-
mail or facsimile.

Successors. This Agreement shall be binding upon and shall inure to the benefit
of the successors of each Party.

Assignment. Except as otherwise expressly provided in this Agreement, the
rights and duties of the Parties may not be assigned or delegated without the
advance written consent of all of the other Parties, and any attempt to assign or
delegate such rights or duties in contravention of this section shall be null and
void. This Agreement shall inure to the benefit of, and be binding upon, the
approved assigns of the Parties. This section does not prohibit a Party from
entering info an independent agreement with another agency, person, or entity
regarding the financing of that Party’s contributions to the Authority, or the
disposition of the proceeds which that Party receives under this Agreement, so
long as such independent agreement does not affect, or purport to affect, the rights
and duties of the Authority or the Parties under this Agreement,

Amendment. This Agreement may be amended by a written amendment
approved by the Board in accordance with the Special Voting requirements of
Section 4.12.

Severability. If any one or more of the terms, provisions, promises, covenants, or
conditions of this Agreement were adjudged invalid or void by a court of
competent jurisdiction, each and all of the remaining terms, provisions, promises,
covenants, and conditions of this Agreement shall not be affected thercby and
shall remain in full force and effect to the maximum extent permitted by law.

Governing Law, This Agreement is made and to be performed in the State of
California, and as such California substantive and procedural law shali apply.

Headings. The section headings herein are for convenience only and are not to
be construed as modifying or governing the language of this Agreement.

Counterparts. This Agreement may be executed in any number of counterparts,
and upon execution by all Parties, each executed counterpart shall have the same
force and effect as an original instrument and as if all Parties had signed the same
instrument. Any signature page of this Agreement may be detached from any
counterpart of this Agreement without impairing the legal effect of any signatures
thereon and may be attached to another counterpart of this Agreement identical in
form hereto but having attached to it one or more signature pages.

The Parties hereto have executed this Joint Powers Agreement establishing the Clean Energy

Alliance.

22 6/21/22/8A-32
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CITY

By:

DATE: \OQQ' H _

ATTEST: -

By: K /}L’m;\o_ (\7 M.Mwuu
GMbCIFy Clerk

APPROVED AS TO FORM:
By delrecdEcert
City Attorney

223 -

Oct. 8, 2019
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ey or_ Dol Max, .

. Huth, City Manager

DATE: _|| ]/L”ZDM

ATTEST:

By:

Ashley Jones,
APPROVED AS TO FORM:
By:

Leslie E. Devaney, City Attordey

6/21/22 / 8A-34
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CITY OF Sol-ANA pgesrcH

Lity Manager””

DATE: //" 4""[7

ATTEST:

» VM'/);
&,
(o]
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. AFPRGVED.A :R:M | |

W. Soua el M'-GM City Atmmey
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CLEAN ENERGY-ALLIANCE JOINT POWERS AGREEMENT

CIT ﬁmﬁARCos
Al
By: 3 P
ACKGrITTINCi vy Manager

DATE: 1/13/2022

AT l?'ouallgne&hy: '
By: wa",\gfdg&

Phillip scollickCity Clerk
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AP

By.
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Exhibit A: Definitions

“AB 117" means Assembly Bill 117 (Stat. 2002, Ch. 838, codified at Public Utilities
-Code Section 366,2), which created Community Choice Aggregation.

“Act” means the Joint Exercise of Powers Act of the State of California (Chapter 5, Division
7, Title 1 of the Government Code commencing with Section 6500).

“Agreement” means this Joint Powers Agreement.
“Authority” means the Clean Energy Alliance.

“Authority Document(s)” means document(s) duly adopted by the Board by resolution or
motion implementing the powers, functions and activities of the Authority, including
but not limited to the Operating Policies and Procedures, the annual budget, and plans

and policies.
“Board” means the Board of Directors of the Aﬁthority.

“Community Choice Aggregation” or “CCA” means an electric service option available to
cities, counties, and other public agencies pursuant to Public Utilities Code

Section 366.2.

“CCA Program” means the Authority’s Community Choice Aggregation program
established, conducted and operated under Public Utilities Code Section 366.2. -

“Days” shall mean calendar days unless otherwise specified by this Agreement.

“Director” means a member of the Board representing a Party appointed in accordance with
Sections 4.1 (Board of Directors) and 4.2 (Appointment and Removal of Directors)

of this Agreement.

“Bffective Date” means the date on which the Agreement shall become effective and the

Authority shall exist as a separate public agency, as further described in
Section 2.1 (Effective Date and Term) of this Agreement.

“Founding Member” means any jurisdiction that becomes a member of the Authority
before October 1, 2020, as identified in Exhibit B.

“Governing Body” means for any city, its City Council; and for any other public agency,
the equivalent policy making body that exercises ultimate decision-making authority

over such agency.

“Initial Costs” means reasonable and necessary implementation costs advanced by the
Founding Members in support of the formation of the Authority and approved by the
Board for reimbursement, which are (a) directly related to the establishment of the

23
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Authority and its CCA program, and (b) incurred by the Authority or its Members
relating to the initial operation of the Authority, such as the hiring of the executive and
operations staff, any required accounting, administrative, technical and legal services in
support of the Authority’s initial formation activities or in support of the negotiation,
preparation and approval of power purchase agreements, and activities associated with
drafting and obtaining approval of the Authority’s implementation plan, Initial Costs
do not include costs associated with the investigation of the CCA model, attendance at
routine planning meetings, or a Party’s pre-formation reports related to their decision to
pursue CCA or join the Authority. Initial costs also do not include the costs incurred by
the City of Solana Beach relating to the termination of its CCA program. The Authority
Board shall determine the repayment timing and termination date for the Initial Costs,

“Investor Owned Utilities” means a privately-owned electric utility whose stock is
publicly traded and is subject to CPUC regulation. ‘

“Parties” means, collectively, the signatories to this Agreement that have satisfied the
conditions as defined above for *“Founding Members” or in Section 2.4 (Addition of
- Parties) of this Agreement, such that they are considered members of the Authority.

“Party” means, singularly, a signatory to this Agreement that has satisfied the conditions as
defined above for “Founding Members” or in Section 2.4 (Addition of Parties) of
this Agreement, such that it is considered a member of the Aunthority.

24
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Exhibit B: List of Founding Members and Parties added on or after October 1,-2020, per
Section 2.4

Any public agency that becomes a member by October 1, 2020
City of Carlsbad

City of Del Mar

City of Solana Beach
Any public agency that becomes a member after October 1, 2020

City of Escondido

City of San Marcos

i 6/21/22 / 8A-40
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AMENDMENT NO. 1 TO CLEAN ENERGY ALLIANCE JOINT POWERS
D AGREEMENT

This Amendment No, 1 to the Clean Energy Alliance Joint Powers Agreement, dated November
4, 2019, by and among the Parties (hereinafter referred to as the “Agreement”) amends the

Agreement as follows:

1. Section 5.1 Elected and Appointed Officers is hereby amended to amend the first
sentence of this section to read:

“For each calendar year, the Board shall elect a Chair and Vice Chair from among the
Directors and for each fiscal year shall appoint a Secretary and a Treasurer as provided in
Government Code Section 6505.3,

2, Section 5.2 Chair and Vice Chair is hereby amended to amend the first sentence of this
section to read:

“For each calendar year, the Board shall elect a Chair and Vice Chair from among the
Directors.”

3. Except as specifically amended above, all other provisions of the Agreement shali remain
in full force and effect.

This proposed Amendment No. 1 was presented to the Board of Directors of the Clean Energy
Alliance on July 29, 2021, and was adopted as amended by the Board at its September 30, 2021,
meeting per Resolution 2021-012, attached hereto.

- 2 6/21/22 - 8A-41
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CLEAN ENERGY ALLIANCE
RESOLUTION NO. 2021-012

A RESOLUTION OF THE BOARD OF DIRECTORS OF THE CLEAN ENERGY
' ALLIANCE APPROVING AMENDMENT NO. 1 TO THE JOINT POWERS
AUTHORITY AGREEMENT REGARDING TERM OF CHAIR AND VICE CHAIR

WHEREAS, the Clean Energy Alliance (CEA) is a joint powers agency, formed in
November 2019, by the founding member cities of Carlsbad, Del Mar, and Solana Beach; and

WHEREAS, Sections 5.1 and 5.2 of the Clean Energy Alliance Joint Powers Agreement
{JPA) provides that for each fiscal year, the Board shall elect a Chair and Vice Chair from among
the Directors; and

WHEREAS, the calendar year aligns the term of Chair and Vice Chair to coincide with the
term of elected office for each Board Director; and

WHEREAS, proposed Amendment No. 1 to the JPA was presented to the Board at its July
29, 2021, meeting for review and the Board directed that this amendment be presented to the
. Board for adoption at its September 30, 2021, meeting; and

WHEREAS, the member cities were provided a minimum 30-days advance written notice
of the proposed amendment, including a copy of the Amendment No. 1.

NOW, THEREFORE, BE IT RESOLVED, by the Board of Directors of the Clean Energy
Alliance, as follows:

Section 1. The Board of Directors of the Clean Energy Alliance hereby adopts
Amendment No. 1 to the Clean Energy Alliance loint Powers Agreement amending Sections 5.1
and 5.2 as follows:

“Section 5.1. Elected and Appointed Officers. For each fiseal calendar year, the Board
shall elect a Chair and Vice Chair from among the Directors and for each fiscal year shall
appoint a Secretary and Treasurer as provided in Government Code section 6505.5. “

“Section 5.2. Chair and Vice Chair. For each fiseal calendar year, the Board shall elect a
Chair and Vice Chair from among the Directors.

6/21/22 / 8A-42
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The foregoing Resolution was passed and adopted this 30™" day of September 2021, by
the following vote; ' o T Com T ‘ s
AYES: Druker, Bhat-Patel, Becker

NOES: Neone

ABSENT: None

APPROVED:

DocuSigned hy:
bridh Pudr

TEQ4F2ICDAAC4FS..

Kristi Becker, Chair

ATTEST:

Decusigned by:

Skedla K. (sbian, MM,

23AT8T1B710246C...

Sheila Cobian, Interim Board Secretary
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Agenda ltem 1 i ’

, Approvals:
~ AGENDA REPORT cHr gp 4
; ept. Head
. SAN CLEMENTE CITY COUNCIL MEETING _ Atorney
' Meeting Date: October 19, 2021 _ Finance

Department.  City Manager's Office _ ,
Prepared By: Jennifer Savage, Assistant fo the City Manager

Subject; COMMUNITY CHOICE ENERGY FEASIBILITY STUDY — PHASE |

Fiseal Impact: Yes. Phase | of the feasibility study is $5,000 and funded from account #001-151-
43890. If Council directs further study, future phases would cost up to $40,000 and
require a supplemental appropriation from the General Fund assigned fund balance
to account #001-151-43890.

Sum;lfnary: Phase [ of a Community Choice Energy (CCE) Feasbility Study discusses the various
optians for a CCE in the City of San Clemente, including risks and benefits.

Background: On August 17, 2021, City Council authorized Phase | of a CCE Feasibility Study. The
Phase [ report is included as Attachment 1.

Discussion:  The report (Attachment 1) provides a broad overview of CCE also known as
Community Choice Aggregation (CCA). The report compares risks and benefits
between options for San Clementé to form of join. a CCE:

e Forming a stand-alone enterprise-based entity

o Forming a San Clemente CCE and joining CCEA JPA for management and
administrative services

¢ Joining an existing CCE JPA

If, after reviewing the options, City Councill is interested in forming or joining a CCE,
Council should determine what option to pursue and determine whether to amend the
Professional Services Agreement with the consultant (Attachment 2) for Phases Il and
|Il, which can be performed in sequence or concurrently:

Il.  Detailed review of one particular CCE — This task pravides a detalled analysis
of a CCE's proposals, Joint Powers Agreement, Implementation Plan,
Integrated Resource Pian, and other documents, This phase would cost
$10,000.

Ill.  Financial feasibility of one particular CCE — This task provides a load forecast,
SDG&E rate forecast, power procurement portfolio, and pro forma analysis.
This task models the financial feasibility of a particular CEE with various price
and cost assumptions. This phase would cost $30,000.

Recommended

Action: StarFrF RECOMMENDS THAT the City Councill:
1. Determine what Community Choice Energy option to pursue.
2. Authorize staff to request usage data from SDG&E.

Finance Agenda Report 10-19-21 / 8B-1
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3, Take one of the following actions: ‘ T ’f

a) Approve, and authorize the City Manager to execute, Amendment No. 110
ccontract AC-1001, by and between the City of San Clemente and MRW & -
Assoclates, providing for Phase Il of the feasibility analysis relating to
‘Community Choice Energy. This amendment increases the contract
amount from $5,000 to $15,000, an increase of $10,000. In addition,
appropriate $10,000 from the General Fund unassigned fund balance,
account 001-000-23430 into account 001-151-43890.

b) Approve, and authorize the City Manager to execute, Amendment No. 1 fo
contract AC-1001, by and between the City of San Clemente and MRW &
Associates, providing for Phases il and Il of the feasibility analysis
relating to Community Choice Energy. This amendment increases the
contract amount from $5,000 to $45,000, an increase of $40,000. In
addition, appropriate $40,000 from the Genera! Fund unassigned fund
balance, account 001-000-23430 into account 001-1 51-43890.

Aftachments; 1. CCA Opfions, Risks and Benefits for the City of San Clemente prepared by MRW
& Associates '
2. Professional Services Agreement

Notification:  None.

K ™.
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CCA Op'tions, _Risks and Benefits for the
City of San Clemente

Prepared by:

MBRW & AszcCIaTES

MRW & Associates, LLC
1736 Franklin Street, Ste 700
QOakland, CA 94612

October 2021
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This report was prepared by MRW & Associates, MRW has been working on Community
Choice Aggregation (CCA) issues since they were authorized by the California State
Legislature in 2002, MRW has prepared and critiqued numerous CCA feasibility plans and is
providing rate forecasting and other ongoing support to CCAs throughout the state.

This Study is based on the best information available at the time of its preparation, using
publicly available sources for all assumptions to provide an objective assessment regarding the
prospects of CCA operation in the City. It is important to keep in mind that the findings and
recommendations reflected herein are substantially influenced by current market conditions
within the electric utility industry and state regulations, both of which are subject tc sudden and

significant changes.
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CCA Options for San Clemente
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CCA Options for San Clemente

Executive Summary

The City of San Clemente has retained MRW & Associates (MRW) to outline the Community
Choice Aggregation (CCA)' options available to the City. More specifically, this report
discusses options for the City of joining an existing Jeint Powers Authority (JPA) based CCA or
forming a San Clemente-only CCA, as well as the benefits and risks associated with these
choices.

What is CCA?

California Assembly Bill 117, passed in 2002, established Community Choice Aggregation in
California, for the purpose of providing the opportunity for local goveriments or special
jurisdietions to procure or provide electric power for their residents and businesses. San Diego
Gas & Electric (SDG&E) must provide transmission and distribution system services to deliver
the electricity supplied by a CCA to the CCA’s customers at the same price and af the same
level of reliability to customers taking CCA service as it does for its own full-service customers.
By state law, SDG&E also must provide all metering and billing services, That is, CCA
customers receive a single electric bill cach month from SDG&E, which differentiates the
charges for generation services provided by the CCA from the charges for SDG&E delivery
services.

L g = ;
e st -vs-' L A ﬁwq v
DELIVERY CUSTOMER
CCA procures SPGRE delivers the Receives CCA
power anergy and maintains nower
the grid ’

Per California law, when a CCA is formed, all of the residential electric customers within its
boundaries are placed, by default, onto CCA service. However, customers retain the right to
return to their incumbent utility’s service at wilt, subject to whatever administrative fees the

| Also sometimes referred to as Community Cholee Energy or CCE.
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- CCA may choose to impose. The CCA may offer service to commercial and industrial
* customers too, but also on the same “opt-out” basis,

CCA Options Available to San Clemente

- San Clemente’s three primary options for CCA are: joining an existing CCA; forming a stand-
alone San Clemente-only enterprise-based CCA; or forming a San Clemente CCA and joining
the CalChoice Energy Authority (CCEA).

¢ Joining an existing CCA. Ifthe City decides to join an existing CCA, the Clean Energy
Alliance (CEA) or Orange County Power Authority (OCPA) would be the most
reasonable options due to the geographic proximity of their service territories to the City
of San Clemente.

= Forming a stand-alone enterprise-based CCA.

¢ Forming a stand-alone CCA and joining CCEA.

CCEA is a “hybrid” JPA, where the JPA provides services to its member CCAs but does not
control any of its general policies or programs.® The primary benefits of either of the San
Clemente-only CCA options are more local contro] over procurement practices and budgets and
services better tailored to San Clemente. Joining with CCEA greatly reduces the administrative
burden relative to keeping all the CCA activities in-house for San Clemente. The primary
benefits of joining with an existing CCA are foregoing the need to provide upfront financing for
the CCA’s startup process (which could be $500,000 or more), less potential financial exposure
to the City as the JPA will be a financially distinct entity, economies of scale which can
translate into lower average operating costs and reduced administrative burdens,

Table ES-1 qualitatively shows how these CCA options compare across a few key metrics.

2 See, hitps://californiachoiceenergyauthority.com/ CCEA was formed by the city of Lancaster, the first City
enterprise CCA in the State and the first CCA in California. Lancaster found that it was receiving so many.
inquiries from other Southem California cities about CCA that it formed CCEA to serve other smaller cities
seeking CCA formation. CCEA, just like Lancaster Choice energy, is governed by the Lancaster City Council.
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© Table ES-1: Comparison of San Clemente CCA Options

loin Existing  Use'CCEA” and-alone Stay with
) . CCA A “Enterprise SDGRE
Comparable/ Comparable/ Comparable/
Rates Base
modestly lower | modestly lower | modestly lower
GHG Reduction Potential Some : Some Some. Base
Local Control/Governance Some Greater Greatest None
Local Economic Benefits Some Greater Greatest Minimal
i Start Up Costs/Cost to Join None Some Greatest None
Level of Effort Minimal Some Greatest None
| Timing (earliest) 2024 | 2024 2024 N/A

Is San Clemente too small to form its own CCA?

Currently, there are at least eight established ¢ity-only CCAs with under 100,000 residents in
California. San Clemente, with a population of around 68,000, would represent one of the
larger city-only CCAs within this population grouping, as well as the first of its size in SDG&E
territory. Among the city-only CCAs of simifar size to San Clemente, only one is not a CCEA
member: King City. This situation highlights the value that CCEA is able to provide city-only
CCAs who may not have the resources or personnel to operate a city-only CCA alone. Although
King City is not a CCEA member, it fully outsources ail of its operations to a contractor.
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CCA Options for San Clemente

Introduction and Background

The City of San Clemente has retained MRW & Associates (MRW) to outline the Community
Choice Aggregation (CCA) options available to the City. More specifically, this report
discusses options for the City of joining an existing Joint Powers Authority (JPA) or forming a
San Clemente-only CCA, as well as the benefits and risks associated with these choices.

CCA Background

What is a CCA?

California Assembly Bill 117, passed in 2002, established Community Choice Aggregation in
California, for the purpose of providing the opportunity for local governments or special
jurisdictions to procure or provide electric power for their residents and businesses.

Under existing rules administered by the California Public Utilities Commission (CPUC), an
investor-owned utility (I0U) must use its transmission and distribution system to deliver the
electricity supplied by a CCA in a non-discriminatory manner, That is, it must provide these
delivety services at the same price and at the same level of reliability to customers taking their
power from a CCA as it does for its own full-service customers, By state law, an JOU also must
provide all metering and billing services, its customers receiving a single electric bill each
month from the JOU, which would differentiate the charges for generation services provided by
the CCA as well as charges for JIOU delivery services. Money collected by the IOU on behalf of
the CCA is remitied in a timely fashion (e.g., within 3 business days).

As a power provider, the CCA must abide by the rules and regulations placed on it by the statc
and its regulating agencies, such as maintaining demonstrably reliable supplies and fully
cooperating with the State’s power grid operator. However, the State has no rate-setting
authority over the CCA; the CCA may set rates as it sees fit so as to best serve its constituent

customers.

Per California law, when a CCA. is formed, all of the residential electric customers within its
boundaries will be placed, by default, onto CCA service. The CCA may offer service to
commercial and industrial customers, too, but also on the same “opt-out” basis. However,
customers retain the right to return to their incumbent utility’s service at will, subject to
whatever administrative foes the CCA may choose to impose,

Status of CCAs in California

Even though the enabling legislation was enacted in 2002, the first CCA to provide power,
Marin Clean Energy (MCE), did not enroll customers until 2010, For the next five years, others
investigated CCA formation, with a few early adopters stepping up in 2014 through 2016, As
shown in Figure 1, once these early adopters showed that CCAs could wotk, the flood gates
opened in 2017, As shown in the figure below, by the end of 2021, CCAs are expected to serve
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over 55,000 GWhs,? with some projecting that by the mid-2020s, between 30 to 80 percent of
the Inad in the three main 10U service territories will be served by non-utility entities (CCAs
and Direct Access providers). ' -

Figure 1. California CCA Load Growth?

Catiforria Ok Annval Load 2016 - 2071 (GWh)©
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*Figures for 2020/2021 are projsctions based on expectad launches

Table 1 lists the active or established CCAs in California, including those which have
announced intended launches, along with their location and governance structure, As the table
shows, most of the current CCAs are located in PO&E’s service area, but the growth in 2021-
2022 will come from new CCAs in Southern California Edison’s (SCE) territory, Currently
there are two CCAs in San Diego Gas & Electric’s (SDG&E) territory: Clean Energy Alliance
and San Diego Community Power.

The table also shows that the majority of CCAs are organized as JPAs. There are also many
smaller cities in SCE’s area that use the “JPA Light” model, in which the CCA is technically a
¢ity enterprise that relies upon the California Choice Energy Authority (CCEA) to provide the
technical operations, There are also three fully stand-afone city CCA entetprises: San Francisco,
San Jose, and King City. '

3 55 GWh roughly corresponds to the electricity use of 730,000 homes.
4 Figure courtesy of CalCCA.
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Table 1, CCAs in Califoruia

i CCAs delivering power in California

; Clean Power San Francisco " PG&E Clty'f“ May-16 T 3,083w
! - East Bay Community Energymh R P GELWEMMEISA -.._..4, Jan-18 5,951 T

; Marln Clean Energy N PG&E JPK. o May-10 5,879

. Central Coast Community Energy 7' VWFW’MG&E R IPA f Mar-18 | 4,507 o
Penmsula Clean Energy o - PG&E e iPA Qct-16 3,290_ N
Ploneer CommunityEnergy | P6&E  ®A | 2018 | 1187
i Redwood Coast Energy Authorlty o PG&E lpa i May-l? ‘ 631 :
.WS"e;n lose Clean Energy AM L PG&E‘ City | Sep-18 g 4,462 S
Silicon Valley Clean Energy T MP“ES&E JPA i Apr-17 - 3,991
Sonoma Clean Power 1 paee IPA May-14 2,335
Valley Clean Energy Alliance 1 peke | upa Deci6 | 737 -
| King City Community Power | PG&E City | Jul18 4868 5
Clean Power Alllance . ScE IPA | Feb-18 11113

pplevalley roles ety | sk | cecea | merr | s
Lancaster Choice Energy SCE City; CCEA May-15 551
Plco Rlvera Innovative Municipal Energy MMSCE "WCity; CCEA Sep-17 243 a
Ranchc Mirage Enargy Authority ! SCE City; CCEA - May-18 266
San Jacinto Pov;er o | SCE o City; CCEA Apr-18 160
Baldwin Park SCE | city;cceA | 20207 2538
Desert Community Energy - SCE S JPA Apr-20 1,433

San Diego C:)rnmuni;\} Power ] SDG&E WWJPA Mar-21 | 3,227° m
Clean Energy Alllance o LkSDG&E i JPA _May-21 1449
Planned Launch .

| Butte County "~ ] Pe&E TN 1,080

{ Hanford SCE B City; CCEA TBD i 255

32019 Load (GWh) reported by CalCCA: fitps://cal-cea.org/eca-impact/ Note: Clean Energy Afliance’s Load is
based on the 2021 from its [ntegrated Resource Plan,

® King Power Community Power Label

" FAQ (baldwinpark.com

# Community Choice Aggregation (baldwinpark com)

% San Diego -Community Power IRP

W Clean Enerey Altiance JRP {jn 2021}
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b
i Santa Barbara (City) SCE | City; CCEA | |
balmdale | sce | GityCCeA L TeD R
Orange County Power Authority i SCE IPA [ 2022 !
CCommerce - SCE | City;CCFA ,  TBD l
' pomona Choice Energy | sce | city;cceA | Oct2a® |

Figure 2. Active and Expected California CCA Loads (GWhs) (2021)
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CCA Evolution

Over the first years of operation, many California CCAs have been evolving from a simple
commodity procurement entity—providing power, albeit greener, at a competitive rate, Aftera -

“year or two (or more), many CCAs haye expanded into providing targeted and specialized
customer programs that while customized for their communities, are variations of services
provided by their incumbent utilify or are generally proven in the industry. Examples of this
include offering roofiop solar programs and feed-in-tariffs for local renewable generation
projects that connect “in front of* the customer meter or installing additional electric vehiclg
(EV) charging stations and encouraging EV purchasing and leasing.

The third phase in evolution observed with California CCAs is moving into innovative and less
common power-related programs and services, These are programs that are not common in
California or elsewhere and may be more in the “demonstration” part of the
program/technology lifecycle, Many of these programs emphasize community economic
development, local renewable generation, or grid resiliency. Examples of these programs
include Sonoma Clean Power’s efforts to electrify the areas that were destroyed in wildfires
(i.e., work with PG&E to perhaps not provide gas service to these areas) or the microgrid
programs being pursued by Redwood Coast Energy Authority.

Table 2, below, shows a range of the programs being pursued by some California CCAs.
These non-commodity program offerings are becoming the focus of CCAs in the state. At the
Business of Local Energy Symposium, a large CCA-oriented conference held in June 2019 in
Irvine, CA, the speakers, panels and presentations overwhelmingly focused on innovation that
CCAs can do and are doing.'® None addressed power ptocurement or cost competitiveness.

15 https:Heal-cea.argfoca-programs/ The Table is from The California Community Choice Association, the trade
group representing CCAs in the state. It was preparcd in 2020 and as such does not include OCPA as it is not

" operational, nor CEA, which was formed in 2021,

'8 https://theclimatecenter.org/the-business-of-local-energy-symposium-2019-presentations/
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CCA Options for San Clemente

" ATTACHMENT- 3

Why Does San Clemente Want to Form or Join a CCA?

Before San Clemente can decide which CCA option }S best for the city (if any), City decision-
makers should understand why the City may want to form a CCA. This section lays out the
typical CCA goals and objectives and how they might apply to San Clemente.

Rate Competitiveness and Financial Stability

A CCA serving San Clemente should expect to offer rates that are “competitive” with those
offered by the incumbent electric utility, San Diego Gas & Electric (SDG&E). If they could
not, it is not reasonable to assume that a CCA would be formed, “Competitive” here means that
the CCA, over the long run, could offer rates that are equal to or less than those offered by
SDG&E. [t does not mean that in each and every year a specific rate savings is offered. In fact,
many CCAs current rates are slightly higher than those offered by their host utilities.

In addition, the CCA would be committed to providing equitable treatment of all classes of
customers without undue discrimination in sefting rales. At the same time, the rates would have

to generate sufficient revenue to the CCA, so that
all liabilities are covered in a manner consistent
with an investment-grade entity. The CCA
should not move forward unfess there is
confidence that both rate competitiveness and
financial stability can be achieved.

The CCA would also intend to offer long-term
rate stability to its customers as well as maintain
its own financial condition, This could be
accomplished through conservative phasing in of
customers and projects; establishing and
maintaining appropriate lines of credit and
financial reserves; and contracting with only
experienced and financially solid providers of
goods and services.

Contribute to Climate Objectives

The prime motivation of some CCAs is meeting
Joca) climate action goals and the reduction of
greenhouse gas emissions. In considering how
climate goals can fit into a CCA, it must be noted
that California is also moving toward a similar
carbon-free electricity policy. Senate Bill 100,
which was signed into law by Governor Brown on
September 17, 2018, increases the renewable
power content requirement of all retail power

CCA and SDG&E Rates

A CCA provides only generation
services: the actual power that CCA
customers use. The incumbent
utility, SDG&E, would still deliver
the power to the home or business,
sven though the CCA is providing
the power.

Therefore, the CCA customer
would still pay the SDG&E
delivery rates, but instead of paying
SDG&F’s generation rates, they
would pay the CCA’s generation
rates, CCA customers also pay an
additional fee so that the remaining
SDG&E customers are not harmed
by the CCA (the “PCIA™ charge).

Because a customer pays the same
delivery rates no matter who
provides their power, the rate
comparisons here focus on the CCA
rate (plus the PCIA charge) versus
SDG&E’s genetation tate.
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prowders including utilities and CCAs, from 50% to 60% by 2030. The bill also says, “that it is

" the policy of the state that ¢ligible renowable enetgy resources and zero-carbont resources
supply 100% of retail sales of electricity to California end-use customers by December-31,
2045,” and that all state agencies rogulating electricity build this goal into their planning. This
effectively means that the difference between the electricity carbon content of the CCA and
remaining with status quo utility service may not be significant.

Additional Objectives

CCAs can also serve as a vehicle to pursue other objectives that benefit the City, its residents,
and businesses. Examples of additional objectives could include the following;

Economic development. A CCA can potentially contribute to local economic development in
two ways. First, if tho CCA offers reduced electricity rates, additional dollars can flow into the
local economy as households and businesses spend their incomes on items and services other
than electticity. Second, the CCA can offer programs that allow households and businesses to
reduce their power consumption, such as energy efficiency and distributed energy resources,

Local jobs and employment, Beyond the potential jobs that could result from the economic
stimulus of possibly lower rates, the CCA can more directly incentivize and support local job
creation. This includes employing residents in CCA administration, using local contractors for
energy efficiency programs, and distributed energy generation (e.g., rooftop solar installers and
maintainers). The CCA can also partner with local community colleges and/or trades
apprenticeship programs to support quality local job opportunities.

Prioritization of renewable power development. Beyond support of locally sited distributed
encrgy generation (“DEG,” e.g., rooftop solar), a CCA may prioritize siting larger, grid
connected DEG and utility-scale renewable project locally.

Local citizen input and participation. A primary purpose of a CCA is to better reflect its
community’s interests and values than an investor-owned utility like SDG&E can. For
example, a CCA can commit to providing opportunities for citizens to provide input into its
programs and policies, such as having a citizens’ advisory board or having a non-voting, at-
large community seat on the CCA’s board of directors.
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CCA Options Available to San Clemente

San Clemente’s three primary options for community choice aggregation (CCA) are: joining an
existing CCA, specifically the Clean Energy Alliance (CEA) ot the Orange County Power
Authority (OCPA); forming a stand-alone San Clemente-only enterprise-based CCA; or
forming a San Clemente CCA and joining the CalChoice Energy Authority.

Forming a Single City Agency

Tn a sole jurisdiction approach, the City establishes the CCA as an enterprise and maintains full
flexibility-—and responsibility-—for developing policies and procedures. This means that they
can be specifically tailored to and responsive to the City’s stakeholders and constituents and
based upon their own objectives. The City would be responsible for setting policy priorities in
general and making specific decisions about power generation, staffing policies, local economic
development activities and strategies, formulation of financial and debt policies, and
development of customer-focused programs, such as those promoting energy efficiency, electric
vehicles (EV), and disttibuted generation (e.g., rooftop solar PV). Along with greater autonomy,
- the City would assume all risk, liability, and costs associated with operating the CCA. In this
case, the likely path would be for the City to establish the CCA as an enterprise and work with
approptiate legal counsel to explore options for controls and structural safeguards to financially
insulate the CCA and minimize risk to the City’s general fund.

Enterprises are cornmonly used for public utilities such as electric, water and wastewater, or
other city functions where a public service is operated and provided in a manner similar to a
separate business enterprise. Fees and charges are collected for services provided and
accounting and budgeting are separate from a city’s general fund. Establishing an entetprise
provides management and CCA customers with visibility and accountability, and the ability to
more easily separate and measure performance, analyze the impact of management decisions,
determine the cost of providing electric service, and use this information to develop electric

" rates and services. Enterprise accounting would allow the City to demonstrate to customers, the
public, and other stakeholders that the cost of power is being recovered through its rates, and
not being subsidized or comingled with other City funds or functions.

Within the city-only option, the San Clemente CCA would have to determine if it is to be a fully
in-house operation with existing or added City staff, or if the City would outsource some of or
all of the activities, with the City only administering contracts and managing vendors. Examples
of some of the categories of operating activities that would need to be performed in-house or

outsourced include:

»  Power procurement and operations

»  Finance, budgeting, and accounting

s  Coordinating with SDG&E on billing

»  Customer service

s  Communications, outreach, and public relations

»  Customer service programs (EE, EV, ot rooftop solar PV)
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*  Regulatory monttoring and compliance (e.g., CPUC filings)

The likely best short-term option would-be to outsource the highty technical functions and: -
maintain some of the management, planning, and other public-facing functions, like -
communications, in-house. The range of options depends upon the degree of operating control.
the City wishes to maintain, the costs associated with maintaining those functions, and the
degree of risk it is willing to accept on its own, or delegate to third-party providers to assume
these responsibilities.

Forrming a stand-alone CCA also requires financial support from the City. The City would need
to fund initial feasibility studies, a business plan, and implementation plan, as well as the initial
start-up capital to get the CCA going. For example, the City of Irvine funded the initial
feasibility study and implementation activities of OCPA, along with a working capital loan of
$2 million, which is slated to be repaid over the first few years of OCPA operation.'® If San
Clemente were to form a city-only CCA, it should expect to have to supply a loan to the CCA
on the order of $300,000 to $500,000, which would be paid back during the first 2 to 5 years of
operation,

If the San Clemente CCA wete to pursue additional services, it would require at least one or
two managets, supported by analyst professionals, some of whom could be shared with other
~ San Clemente departments.

There are currently three fully stand-alone city enterprise CCAs in California: San Francisco,
San Jose, and King City. Being relatively large, San Francisco and San Jose perform most of
the CCA functions in-house using city staff. King City, being one of the smallest CCAs (by
{oad served), fully outsources its CCA operations, with one staff member—the city manager—
acting as the link between King City and the contractor. Before forming CEA, the City of
Solana Beach also operated in this fully-outsourced modet.

Joining CalChoice Energy Authority

CalChoice Energy Authority (CCEA) is described as a “hybrid” JPA, where the JPA provides
requested services to its member CCAs but does not control any of its genetal policies or
programs.'® More specifically, CCEA provides to its members, as desired:

o DPower, including contract procurement, portfolio management, load forecasting and
scheduling, and complying with and demonstrating procurement-related regulatory
requirements (e.g., resource adequacy, renewables, etc.).

s Regulatory and compliance support, including preparing and filing compliance reports to
the California Public Utilities Commission, the California Energy Commission, and the
California Independent System Operator; and general regulatory advocacy.

18 perinitial JPA Agreement, Irvine provide a $2 million loan. Due to tight credit markets and low CCA margins, -
OCPA's banker has requested Irvine provide an addition $5 million of load guarantees.
12 Sze, httpg:/icaliforniachoiceenergyanthority.com/
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+ Billing and data management, including interface with SDG&E and call center
operations. o '

» Treasury, including CAISO invoice validation, rate design development, and risk -~~~
management, . '

Thus, CCEA is effectively a non-profit outsource for all of the detailed activities of a CCA.
This is a good match for smaller cities such as San Clemente who are interested in the local
control of the CCA but not interested in performing the day-to-day management needed to
operate a CCA. '

CCEA. members that are providing power are: Lancaster Choice Energy, San Jacinto Power,
Pico Rivera Innovative Municipal energy, Rancho Mitage Energy Authority, and Apple Valley
Cholce Bnergy, Baldwin Park Resident Owned Utility District, City of Commerce, and Pomona
Choice Energy. The cities Palmdale and Santa Barbara are recent members and plan to offer
service to customers in October 2022 and October 2021, respectively.

All of the city-only CCAs in SCE’s territory are CCEA members. This makes sense in that they
are all small. It also presents a potontial obstacle to San Clemente joining CCEA, as it is located
in SDG&E’s territory. CCEA would thus need to expand its services to interact with SG&E.

Were it to join CCEA, San Clemente would be responsible for setting policies, setting rates,
marketing and customer outreach, and the implementation of any desired local programs. It
would also still have to provide any start-up Joans and any collateral or loar guarantees
needed to acquire financing.

The CCEA Board of Directors is the Lancaster City Council. The actual services provided by
CCEA are via contractors and consultants supervised by City of Lancaster personnel (¢.g.,
Lancaster City Manager, Lancaster Choice Energy’s Executive Director.) Thus, CCEA’s
administrative simplicity (the city nct having to acquire expertise or expert contractors) is a
traded off against the fact that San Clemente would have to accept the contractors and service
providers selected by CCEA. The bottom line is that CCEA is by design mare of a client; San
Clemente would remain fully in conitol of the power that the JPA purchased on its behalf as
well as which services the JPA provides to the City.

Forming/Joining a Joint Powers Agency (Generically)

The second option would be the formation of a JPA, where the JPA is an independent agency
that operates on behalf of the public agencies which are party to its creation, In this approach,
the City effectively shares responsibility with the other agencies participating in the JPA. The
divisions of these responsibilities and the sharing of declsion-making authority would be
determined at the time the JPA is created. Other ctitical ‘ground rules’ are negotiated and
memoriafized, such as financial and possibly staffing commitments of each participating
agency, and the composition of the board and voting procedures, .

The JPA structare reduces the risks of implementing a CCA program for the City by completely
separafing its books from the financial assets and liabilities of the City and the other ‘ ‘

October 2021 16 : . MRW & Associates, LIC

10-19-21/8B-20

6/21/22 / 8A-64



ETL o mia oo ATTACHMENT 3

CCA Options for San Clemente

participating agencies, and distributing the risks and costs associated with the CCA among the
. participating entities. It could also provide the benefits of scale and economy for certain aspects
of CCA oper atlon %uch as powet procuremerit or back office billing and accounting functions.

Key tradeotfs to the beneﬂts of a JPA are that decision making is allocated amongst the parties
and management independence is diminished. Objectives of participating agencies will likely
differ and reduced autonomy can manifest when setting priorities for local generation, economic
development activities, and importance of support programs.

As described in detail in the nest section, the JPAs that the City of San Clemente would likely
Jjoin due to geographic proximity would be OCPA or CEA. If the City of San Clemente were to
Join OCPA, it would be the only member city within that JPA that is located in SDG&E service
territory. There is one other CCA that have member cities served by two ot more different
utilities: Central Coast Community Power, whose communities are all in PG&E’s area except
for southern Santa Barbara County, which is in SCE's,

CCA Failures

To date there has been only one CCA failure: Western Community Energy (WCE) in Riverside
County, which was comprised of the cities of Eastvale, Norco, Hemet, Jurupa Valley, Perris,
and Wildomar. WCE was formed in 2018 and began servicing member cities in spring 2020. On
May 17, 2021, WCE filed a declaration of emergency and authorized the filing for Chapter ¢
bankruptey protection, WCE cited several contributing factors that impacted its financial
wellness, including non-payment from customers due to COVID-19, a power price spike in
August 2020, and insufficient hedging and power price risk management, While other CCAs
experienced similar challenges, they were able to rely on reserves accumulated over years of
operation. WCE, beginning service April and May 2020, had no reserves to fall back on, a
contributing factor to its decision to file for bankruptey,

Other cities of chosen to “decertify,” that is, chosen not to move forward with CCA after having
submitted a CCA implementation plan to the California Public Utilities Commission. These
cities include Hanford, Industry and Palmdale. One city, Baldwin Patk, is instituting
decertification and ceasing serving it residents and businesses because of the current challenges
of offering rates lower than those of its incumbent utility, Southern California Edison.*

¥ hitp:/ibaldwinpark.granicus.com/Gengrated AgendaViewer, phalview _id=10&clip id=2730 Agenda Item 18.
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Review of Existing CCA Options
Orange County Power Authority

In this section, we outline the composition, governance, and voting structure of Orange County i
Power Authority (OCPA). This section highlights where the OCPA. JPA differs from, or is ’
consisteat with, other CCA JPAs.

Size and Members

OCPA is composed of four member agencies: the Cities of Huntington Beach, Irvine, Buena
Park, and Fullerton. These cities are all located within SCE’s service territory. The CCA
estimates that it will have to serve an estimated load of 4,052 GWh.

If San Clemente were to join OCPA, it would only marginally increase OCPA’s load, but it
would be the only SDG&E member of OCPA. This would make OCPA ong of the few CCAs to
have members who are not all part of the same utility jurisdiction. Having customers in two
different wtility service tetritories would add complexity to OCPA™s operations and remove
some of the economies of seale that are achieved in the formation of the JPA. Specifically,
OCPA would have to implement systems to interface not only with Southern California Edison
(SCE) (which curtently serves the OCPA cities) but also San Diego Gas & Electric (SDG&E)
which serves San Clemente. OCPA would also have to creato specific rates for San Clemente,
as SCE and SDG&F’s rate structures are not the same, ) '

Board of Directors and Voting

The OCPA is governed by a Board of Directors, with one director appointed by each JPA
member?! , except for the City of Irvine, which would initially have two directors but would
drop down to one director once Irvine's loan to the OCPA is paid off.?? This structure is unique;
all other California CCA JPA agreoments that MRW has seen specify that each member
community would have one member on its JPA Board.

The JPA also provides for a second “Voting Shares Vote.”* The JPA states that during the
same Board Meeting afier an affirmative or tie vote, two or more Directors may request a
“yoting share vote” to reconsider the action approved by a first vote. (Both Directors cannot be
from Irvine.) The voting shares are proportional to the annual energy use of the community.

This voting shares vote option is common. East Bay Community Energy (EBCE), Marin Clean
Energy (MCE), Clean Power Alliance, Peninsular Clean Energy, Sonoma Clean Energy, and
Silicon Valley Clean Energy are all major CCAs that allow for a “yoting shares vote” for a

21 The OCPA JPA Agreement states that the director (and alternative director) shall be a member of the

governing body of the Patty (jurisdiction) when appointed (Section 3.2).

2 OCPA JPA Agresment, Section 3.1 o

B OCPA JPA Agresment, Seotion 3.9.2 y

October 2021 . - 18 MRW & Associates, LLC
10-19-21 / 8B-22

6/21/22 / 8A-66



ATTACHMENT 3

CCA Optlons for San Clemente

particular matter if requested by a certain number of board directors, MRW is not aware of any
CCA Board of Directors exetcising a Voting Share Vofc, . :

The OCPA JPA Agreement also explicitly states that membersmp does not require any ﬁnanclal
obligations: “Parties are not required under this Agreement to make any financial contributions
or payments to the Authority, and the Authority shall have no right to require such a
contribution or payment.”?* Instead, the City of Irvine is providing the initial capital loan and
collateral to the OCPA. However, the Board may adopt a membership fee that additional (new)
parties would be required to pay upon entering into a JPA agreement with OCPA.%*

Financial Exposure

Generally, all CCAs have similar stipulations in their JPA agreement to those of OCPA
regarding the financial obligations of their members. Individual member jurisdictions are not
held responsible for the debts, liabilities, or obligations of a JPA unless the governing board of
each member jurisdiction (i.e., its City Council) agrees to assume a debt, liability, or obligation.
Additionally, CCAs typically indemnify and hold harmless member jurisdictions and their
associated staff from any claims, losses, damages, costs, injuries, and liabilities arising direcily
or indirectly from the conduct, activities, operations, acts, and omissions of the JPA. For those
JPAs that allow for members to be required to make contributions or pledge assets as a
condition of continued participation in a CCA program, the JPA agreement requires a vote of at
least 75% of all directors and the approval of the governing boards of each member jurisdictions
who are being asked to contribute.

The establishment of many JPAs necessitated that the initial implementation costs of a CCA
Program be funded by an initial member jurisdiction. In these situations, the member
jurisdiction providing the initial funding was not entitled to any reimbursement of these cost if
the CCA program did not become operational,

OCPA’s initial members are each known as “Founding Party” members, while members who
join the JPA after 2021 become an “Additional Party.”* Being a Founding Party automatically
places the new member’s Director on the JPA’s Executive Committee. The benefits and
obligations of being a member of the Executive Committee are laid out in the JPA. The
Executive committee would be formed if the Authority' s membership reaches nine or more
members, San Clemente would join as an Additional Party and potentially be subjectto a
membership fee upon joining.?” This tiered membership, which provides privileges to the initial
members, is unique among CCAs,

4 OCPA JPA Agreement, Section 5.6,
2 OCPA TPA Apreement, Section 5.6,
% OCPA JPA Agreement, Preamble,

2 QCPA JPA Agreement, Section 5.6.
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- Withdrawing from the JP4 -

" The JPA agreement also provides for the right to withdraw from JPA membership. If a member

party withdrew from the JPA agreement before April 1, 2021, it would withdraw without

ligbility or cost upon providing the Authority fifteen (15) days advance written notico.”® After

April 1, 2021, any current member city (or new member city) could withdraw from the JPA

effective at the beginning of an OPCA's fiscal year by providing no less than 180 days written )
notice. A member city who exercises this latter withdrawal option may be responsible for the
various damages and losses its withdrawal might cause to the JPA.** These damages would :
likely be associated with the value of power purchase contracts entered into by the OCPA on the

member city’s behalf which the OCPA could not liquidate.

Other CCA JPAs allow member jurisdictions to withdraw from the authority after giving a
certain amount of notice in advance, usualty 180 days. Like OCPA, some JPAs also require an
affirmative vote from the governing board of the departing jurisdiction. (i.e., City Council)
before the jurisdiction can withdraw, However, JPAs will typically hold departing jurisdictions
responsible for certain continuing labilities or financial obligations, such as power purchase
agreements, These liabilities and obligations are typically costs incurred by the JPA on behalf of
the departing jurisdiction.

Clean Energy Alliance

In this section, we outline the composition, governance, and voting structure of Clean Energy
Alliance (CEA). This section highlights where the CEA JPA differs from, or is consistent with,
other CCA JPAs.

Size and Members

Three member cities make up CEA: Solana Beach, Carlsbad, and Del Mar. Like San Clemente,
all these member cities fall under SDG&E’s jurisdiction. The CEA estimates that it will have to
serve an estimated load of 969 GWh in 2022 associated with an estimated 58,000 customer

accounts.*®

Board of Directors and Voting

The CEA is governed by a Board of Directors, with one director appointed by each JPA
member.3! Each director must be a member of the city council of the appointing party.

In general, Board action requites the affirmative votes of a majority of the Directors on the
entire Board, with a tie vote resulting in no action being taken. For any matter related to the
issuing of bonds or other forms of debt, adding or removing member cities, removing Directors, ‘
adopting or amending most bylaws of the JPA, or amending or terminating the JPA agreement, ‘

8 OCPA JPA Agreement, Section 6.1,
¥ OCPA JPA Agreement, Section 6.3.
% CEA Implementation Plan, pp. 22-23. ‘
3 (PEA JPA Agreement, Section 4.11. .

P!

October 2021 20 MRW/ & Associates, LLC S

10-19-21 / 8B-24

6/21/22 - 8A-68



oo v ATTACHMENT 3

CCA Options for San Clemente

_a special voting structure is instituted that requires the affirmative vote of two-thirds of the
. directors of the entire Board. Any actions on Eminent Domain requires the affirmative vote of
three-fourths of the entire Board, with no eminent domaln action being approved without the
affirmative vote of the Director representing the member city being directly affected. Lastly, a
unanimous vote is required from the Board to amend JPA agreement provisions pertaining to
the Purpose of the Agreement, Compliance with Local Zoning, Voting Requirements, Eminent
Domain, Power Supply Requirements, and the Solana Energy Alliance Transition,*

The CEA JPA. Agreement also explicitly states that members are not required to make any
financial obligations: “Parties are not required under this Agreement to make any financial
contributions or payments to the Authority, and the Authority shall have no right to require such
a contribution or payment.”* The initial start-up costs of the CCA were divided equally
between the three founding members of CEA, with the founding members not being entitled to
any reimbursement of these cost if the CCA program did not become operational.

Financial Exposure

Under the CEA JPA agreernent, individual member jurisdictions are not held responsible for the
debts, liabilities, or obligations of the JPA unless the governing board of each member
jurisdiction (i.e., its City Council) agrees to assume a debt, liability, or obligation. Additionally,
CEA indemnifies member jutisdictions and their associated staff from any liabilities arising
directly or indirectly from the conduct, activities, operations, acts, and omissions of the JPA.
The JPA agreement states that the JPA does not requite members to make any financial
contributions or payments to the Authority nor may the JPA require a contribution or
payment. > However, the JPA agreement does allow for member jurisdictions to voluntarily
enter into an agreement with the JPA for contributions of public funds, advance of public funds,
and personnel, equipment, or property in lieu of other ¢ontributions and advances. 3
Additionally, the JPA may require a new member to pay a membership fee to cover costs
associated with adding a new jurisdiction,

It is important to note that one of CEA’s founding member jurisdictions, the City of Solana
Beach, had been operating a city-only CCA, known as Solana Energy Alliance, since 2018. By
joining CEA, the City of Solana Beach agreed to transfer its CCA customers to CEA. The CEA
JPA agreement stipulates that other CEA member jurisdictions are not held responsible for the
debts, liabilities, and obligations of Solana Energy Alliance,

2 CEA JPA Agreement, Section 4.12
3 CEA JPA Agreement, Section 7.3.5
3 CHA JPA Agreement, Section 7.3.2
35 (HA JPA Agreement, Section 7,3.5
% CEA JPA Agreement, Section 7.3.5
37 CEA JPA Agreement, Section 2.4.3
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Withdrawing from the JPA R -
The JPA agreement provides for the right to withdraw from JPA membership. Any member city '
can withdraw from the JPA effective at the beginning of a CEA fiscal year by providing no less
than one year advance written notice. A member city who exercises this withdrawal option may
be responsible for the various damages and losses its withdrawal might cause to the JPA.%
Similar to other CCAs, CEA’s IPA agreement allows for inveluntary termination of a member
city’s membership with the CCA after a two-thirds vote of the entire Board excluding the vote
of the member subject to the termination.*

38 CRA JPA Agreement, Section 8.1.3,
3 CEA JPA Agreement, Section 8.3.

October 2021 22 MRW & Associates, LLC

10-19-21/ 8B-26

6/21/22/ 8A-70

et s mtaade shma 3%



ATTACHMENT 3

CCA Options for San Clemente

Are There @peratmg (‘Ity Only CCAs Similar io San Clemente?

CLmeutly, there are al least eight established city-only CCAs with under 100,000 1651dents in
California. Most of these CCAs are located in SCE terr itory. San Clemente would represent one
of the larger city-only CCAs within this population grouping, as well as the first of its size in
SDG&E tertitory. Climatologically, San Clemente would be one of the few of these city-only
CCAs with a Mild Coastal climate. Under this climate type, the city would likely not require
large amounts of air-conditioning relative to inland cities due to the City’s mild climate.
Therefore, a city-only CCA in San Clemente would not likely need to procure large amounts of
generation capacity due to the expected lack of air-conditioning load in the City. Among the
city-only CCAs of similar size to San Clemente, only one CCA is not 8 CCEA member (King
City). This situation highlights the value that CCEA is able to provide city-only CCAs who may
not have the resources or personnel to operate a city-only CCA alone. Table 3 below outlines
the different city-only CCAs similar in size ta San Clemente,

Table 3. City-Only CCAs with under 100,000 residents

_. . Population ' Climate . Territory ‘' CCER
san Clemente 64,551 Mild Codistal SDGRE |
"Santa Barbara 0 90,254 1 Miid Coastal SCE Yes
Baldwin Park 74,480 Moderate Inland SCE Yes
Applevalley | 74061 | SemiDesert | SCE | . Yes
Plco Rivera 61,338 Moderate inland | SCE Yes N
San Jacinto 51,122 Semi Desert SCE Yes
Rancho Mirage 18,954 o Desert SCE Yes .
Commerce | 12,450 Moderate Inland SCE Yes |
Wangoty | Tagee | Woderstemand | begE | ho |

Table 4 below shows the rate differential for residential service between particular CCAs and
the incumbent utility, These rate differentials were calculated based on the most current rates
for each CCA and associated utility. A rate differential that results in a bill savings signifies a
lower CCA rate than the rate offered by the utility for a comparable rate product, while a bill
premium signifies a higher CCA rate than the utility rate. The table feature two sets of rate
differentials, with one set comparing a CCA’s most basic Green energy offering {least

# Population values based on 2020 US Census data estimates. hitps:/www.census.gov/programs-
surveys/jopest/technical documematlon/rf:aearch/eva]uailon esnmateszO’?G evaluatxon estimates’Z0 | Js- cmes
and-towns-total html -
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renewables) with the utility’s basic Green energy offering (typically 50% renewables) and the
second set comparing the CCA’s 100% renewable Green energy preduct with the utility’s 100%
renewable product, As shown in the table, several city-only CCAs cannot currently offer any
bill savings compared to the incumbent utility for either Basic Green energy products or J00%
Renewable energy products. However, some CCAs, such as CEA and Baldwin Park, currently
offer rates that are competitive with or provide bill sav ings relative to the local utility. Although
the current rate differential situation among CCAs is likely to Improve in the near future, some
C:CAs have still been able to provide competitive rates despite current market conditions. If San
Clemente were to join CEA, it is likely that this CCA would be able to provide the City's
residents with competitive rates relative to SDG&E's rates. Unfortunately, OCPA has not
published any rates at this time (OCPA is expected to start operations in 2022) and therefore we
are unable to provide a rate comparison for this CCA at this time.

Table 4. Residential Rate Bill Savings/Premiums for Comparable Cities

1

“Residential Rate” - Residential Rate -~

Differential  _  Differential -

CCA Territory (Basic) {100%’Rene?uab[e) B
OCPA SCE - T.8.D. 7.B.D.
—EEA | SDGRE | (0.1% Bill Premium 14% Bill Savings
“bico Rivers (PRIME) | SCE | 0.6% Bill Premium | 2.9% Bill Premiurn
“E;Icim\;:i;l;;:l;w” | SCE 2.6% Bill Savings 2.9% Bill Savings
(BPROUD)*
San Jacinto Power SCE 3.4% BIll Premium 7.5% Bili Prernium )
CApple Valley (AVCE) | SCE | 2.2%Bill Premium | N/A
Clean Power Alliance | SCE | 4.9% Bill premium | 6.6% Bil Premium

The fact that all of the CCAs in Table 4 but Baldwin Part are currently offering service at a
premium is unusual. Prior to late 2020, all CCAs had offered residential rates that were equal to
or lower than those of their incumbent utility. The change in late 2020 was primarily due to a
temporaty spike in the exit fee (Power Cost Indifference Amount or “PCIA™). When MRW
performed a similar survey in early 2020, CCAs were typically offering savings of 1-3%, with
only two environmentally focused Northern California CCAs having rates higher than their
incumbent utilities.

8l BPROUD has not changed its rates since beginning service in October 2020, Rather than increasing rates o
cover its projected costs, the City of Baldwin Park is choosing to discontinue CCA service. (See footnote 20.)
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Comparison of San Ucmcn‘te Options

Table 5 below qualitatively compareq San Clemente’s thme C(,A Opt ans agamet remaining -
with SDG&E. First, MRW cannot project any quantifiable difference in rate or GHG savings
betweern: the three CCA options, The stand-alone and CCEA options offer greater flexibility and
control, but at'the price of higher start-up costs, greater staff effort, and higher financtal risk.
Lastly, joining an existing CCA like OCPA ar CEA is the quickest option, allowing for CCA
formation at least one year sooner than the other two options.

Table 5. Comparison of San Clemente CCA Options

" _Stand-alone

&rterprsse .

Stay with "

. SDG&E

_ [ Camparable/ Comparable/ Comparable/

{ Rates modestly i modestly modestly Base

f - ' lower lower lower

GHG Reduction Pt?tentiaf " Some Some Some Base

. Over Forecast Period J :

Local | Some Greater .  Greatest None

 Control/Governance | ; i

| Local Economic Benefits E Some Greater Greatest Minimal

; A - — i -

| Start Up Costs/Cost to ‘None Some Greatest | None

i Join ; :

} !

t Level of Effort Minimal Some Greatest None

o B - SO
Timing (earliest) 2023 2024 2024 N/A
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CITY OF SAN GLEMENTE
PROFESSIONAL CONSULTANT SERVICES AGREEMENT

1. PARTIES AND DATE.

This Agreement is made and entared into this 27th day of August, 2021, by and between
the Clty of San Clemente, a munlaipal corporation, organized under the laws of the State of
Calffornia, with Its principal place of business at 910 Calle Negocio, San Clemente, California,
92673 ("Clty") and MRW & Associates, a LIMITED LIABILITY COMPANY, with its principal
place of business at 1736 Franklin Street, Sulte 700, Oakland, CA 94612 ("Consultant”), Gity
and Consultant are sometimes individually referred to herein as "Party” and collectively as
"Parties.” .

2. REGITALS.
24 Consult_ant.

Consultant deslres to perform and assume responsiblity for the provision of certain
professional Community Choice Enargy (CCE) consulting services required by the City on the
terms and conditions set forth in this Agreement. Consultant represents that it Is experienced In
providing professional CEE consuiting services to public clients, Ts licensed in the State of
Califatnia, if applicabls, and is famillar with the plans of City,

22  Profect,

City deslres to ehgage Consultant to render such professional GCE consulting services
for the Qualitative Review and Comparison of CCE Options projeet ("Project”) as set forth in

this Agreement. :
3. TERMS.
34 Scope of Services and Term.

3.1.1 Genera! Scope of Services. Consuitant promises and agrees to furnish to
the City ali [abor, nraterials, tools, equipment, services, and incidental and customary work -
necessary to fully and adequately supply the professlonal GCE consulting servicas necessary for
the Project ("Servioss"). The Services are more particularly described in Exhibit "A" attached
heteto and incorporated herein by reference. All Services shall be subject to, and performed in
acoordarice with, this Agreement, the exhibits attached hereto and incorparated herein by
refarence, and all applicable iocal, state and federal laws, rules and regulations.

3.1.2 Tern, The term of this Agreement shall he from August 27, 2021 {o
completion of services, unless earlier tarminated as provided herein. Consultant shall complete
the Services within the term of this Agreement, and shall meet any othier established schedules

and deadlines.

3.2  Responsibilities of Consuitant.

3.2.1 Independent Contractor; Confroi and Payment of Subordinafes. The

Services shall be performed by Consultant or under its supervision. Consultant wil determiine the
means, methods and detalls of performing the Services subject to the requirements of this

1
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. Agreement. Clty retaing Consultarit-on an indspendent contractor basis and not as an employes,
Consultant retains the-fight t6 peiform slmilaf-or diffarent services for othars durlng the term of
this Agreement. Any additional personnel performing the Setvices under this Agreament on
behalf of Consultant shall also not be employses of City and shall at ali fifmes be under
Consultant's exclusive diregtion and canfrol, Neither City, nor any of its officlals, officers,
directors, employses of agents shall have control over the conduct of Consuitant or any of

. Consultant's officars, employess, or agents, except as set forth In this Agreement, Consultant
shall pay all wages, salaries, and other amounts due such personnel i connection with their
performance of Services under this Agreement and as required by faw. Consultant shall be
responsible for all reporis and obligations respecting such additional parsonnel, including, but riot
limited to: social security taxes, Ihoome tax withholding, unemployment insurance, disabllity
insurance, and workers' compenaation insurance, :

3.2.2 Schedule of Services. Consultant shall perform the Services expeditiously,
within the term of this Agreemient, and in accordance with the Schedule of Services set forth in
Exhibtt “B" attached hereto and intorporated herein by reference. Consyltant tepresants that jt
has the professional and technical personnel required to perform the Services in conformance
with such conditions. In order to facilitate Consyltant's sonformance with the Scheduls, City shall .
respond to Consultant's submittals i a timely manner, Upon request of City, Consultant shall
provide a more detalled schedule of anticipated performance to meet the Schedule of Servicas,

3.2.3 Endorsement on PS&E/ Other Data. Consuftant shall sign ali plans, -

specliications, estimates (PS&E) and engineering data furnished by Consultant, and where
approprtate will indicate Consultant's authorized signature and proféssional registration numbar.

3.24 Conformance to Applicabl uirements. Al work prepared by

Consultant shall be subject to the approval of CHy.

3.25 Substitution of Key Personnel. Consultant has represented to City that
certaln key personnel will perform and coordinate the Services under this Agreemenit. Should
one or more of such personnel become unavailable, Consuttant may substitute other personnel
of at least equal compétence upon written approval of Cy. In the event that City and Consultant
cannot agree as to the substitution of key personnel, City shall be entitled to terminate this
Agreement for cause. As discussed below, any persannel who fail or refuse to parform the
Services In a manner acceptable to the City, or who are determined by the City to be
uncooperative, incompetent, a threat to the adéquate or timely completion of the Project or g
threat to the safety of persons or property, shall be promptly remaved from the Project by the
Consultant af the request of the City. The key personnel for performance of this Agreement are
as follows: Mark E. Fulimer.

3.26 Citv's Representative. The City hereby designates Jennifer Savage,
Assistant to the City Manager, or hisher designee, to act as Its representative in all matters
pertalning to the admiinistration and performance of this Agresment ("City's Representative®),
City's Representative shall have the power ta act on behalf of the City for review and approval of
all products submitted by Consultant but not the authority to enlarge the Scope of Work or change
the total compensation due to Consultant under this Agreement. The City Manager shall ba
authorized to act on City's behalf and to execute ali necessary documents which enlarge the
Scope of Work or change the Consuitant's total compensation subject to the provisions contained
in Section 3.3 of this Agreement. Consultant shall not accept direction or orders from any person
other than the City Manager, City's Representative or histher designss.

3:2.7 Consuitant's Representative. Consultant hereby designates Mark E,
9 ‘
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Fullmer, or histher désignes, {6 act as Its representative for the performance of this Agreement

© ("Consultant's Representativa'). Consultant's Representative shall have full authority 10 represent -
and act on behalf of tha Consultant for all purposes under this Agreement, The Congultant's
Reprasentative shall supervise and direct the Sefvices, using histher best skill and attention, and
shall be respbnsibla for all means, methods, techniques, sequences, and procedures and for the
satisfactory coordination of all portions of the Services under this Agresment. :

3.28 Coordination of Services, Consuftant agrees to work closely with City staff
in the performance of Sarvices and shall be available to City's staff, consultants and other staff at
all reasonable times,

3.2.8 Standard of Care; Performance of Employses, Consultant shall perform all

Seivices under this Agreament in & skillful and competent manner, consistent with the standards
generally recognized ag being employed by professionals in the same discipline in the Stafe of
Californla. Consultant représents and malntains thet It Is skilled in the professional calling
neceassary to perform the Services, Consultant warrants that all employees and sybconsultants
shall have sufficient skill and experience to perform the Services assigned to them. Finally,
Consultan} represents thaf it, Its employses and subsconsultants have all licenses, permits,
qualificatiohs and agprovals of whatever nature that aré legally required to perform the Services,
and that such licefises and approvals shall be maimtained throughout the term of this Agreenient.
As provided fo in the indemnification provisions of this Agreement, Cansultant shall perform, at
ite own cost and expense and without relmbursement from the City, any services nacessary fo
correst errors or amissiohs which are caused by the Consultant's failure to comply with the
standard of care provided for heéreln. Any emplayee of the Consultant or its sub-consultants who
is determined by the City to be Uncooperative, incompetent, a threat to the adaquate ot fimely
completion of the Project, a threat to the safety of persans or property, or any employae who falls
or refuses to perform the Services In a manner aceeptablé 16 the City, shall be promptly removed
from the Project by the Consultant and shall not he re-employed to perform any of the Services
or to work on the Project, ' :

3.2.10 Laws and Regulations. Consultant shall keep ltself fully informed of and in
compliance with all local, state and federal faws, rules and regulations in any manner affacting
the performance of the Profect or the Services, Including all CaVOSHA requirements, and shall
give all notices required by law. Consultant shali be liable for alf vielations of such [aws and
regulations in connéction with Services. If Consultant performs any work knowing it to be contrary
to such laws, rules and regulations, Consultant shall be solely responsible for alt costs arising
therefrom. Consulfant shall defend, indemnify -and hold City, its officials, directars, officers,
employees, agents, and volunteers free and harmless, pursuart to the indemnification provisions
" of this Agreement, from any claim or liabllity arlsing ouf of any failure or alleged failure to comply
with such laws, rules or regulations.

3.2.11 Safety. Consultant shall execute and malritain s work so as to avoid injury
or damage to any person or property. In carrying out its Services, the Gonsultant shall at all times
be in compliance with all applicable local, state and federal laws, rutes and regulations, and shall
exorcise all necessary precattions for the safety of employees appropriate to the naturs of the
work and the conditions undar which the woik Is to be performed, Safefy precautions, where
applicable, shall Include, but shail not be limited to: (A) adequate Iife protection and lifesaving
equipment and procedures, (B) insttuctions in accident prevention for all employees and
subéonsultants, such as safe walkways, scaffolds, fall protection ladders, bridges, gang planks,

_confined space procedures, trenching and shoring, equipment and other safety devices,.
equipment and wearing apparel as are necessary or lawfully required to pravent accidents or.
injuries; and (C) adequate facilties for the proper inspection and maintenance of all safety

3
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‘fheasures. . - .
| 3212 {nsuranca. Consultant agress to prooire and maintain, at Consultait's
sxpense all insurance specified in Exhibit “C” attached hereto and by this feference incorporated

hersin.  Consultant shall require all subconsultants to ‘caity the same policies and limits of
ingurance that the Consultant is requiréd to maintain, unless otherwise approved in writing by the

Gity. .
3.8 Feesand Paymehts.

_ 3.3.1 Compensation.  Consultant shall receive compensation, Including
authorized reimbufsements, far all Sérvices rendered under this Agresment at the rates set forth
in Exhibit "D" attached hereto and incorporated hereln by reference. The total compensation shall
hot exceed five thousand dollars ($5,000) without wriiten approval of the City Councll or City
Manager as applicable, Extra Work may be authorlzed, as desciibed below, and if authorized,
will be compensated at the rates and manner set forth in this Agresment,

3.3.2 Pavrhent of Compensation; Consultant shali submit to Gity a manthly
involse which indicates work completed and hours of Services rendered by Consultant. The
lnvoles shall deseribe the amount of Services provided since the Iriftial commencemant date, or
since the start of the subsequent billing periods, as appropriate, through the date of the Invoice,
City shall, within 30 days of receiving such invaice, review the invoice and pay 8l non-disputed
and approved chargas theredh, If the Gity disputes any of Consuttant’s fees, the City shall give
written notice te Gonsultant within thirty (30) days of recaipt of an invoice of any disputed fees set
forth therein. : .

~8.3.3 Relmbursement for Expenses. Consultant shall not be reimbursed for any

expenses unless authorized in writing by Cly, or included in Exhiblt "D” of this Agreament.

: 3.3.4 Extra Work. At any tme during the term of this Agresment, City may
request that Consultant perform Extra Work, As used herein, "Extra Work" means any work which
Is determined by City to be necessary for the proper completion of the Project, but which the
Parties did not redsonably anticipate would he necessary at the execution of this Agreement,
Consultaht shall not perform, nor be compensated for, Extra Wark without written authorization
from the City,

: 335 Rate lncreases. In the event that this Agredment is rehewed pursuantto -
Section 3.1.2, the rate sef forth ih Exhibit “D* may bé adjusted each year at the time of renewal
as set forth in Exhibit 'D.” _

336 Labor Code Requirements,

. 3.36.1  Provailing Wages. Consultant is aware of the requirements of
Californla Labor Code Section 1720, et seq., and 1770, st seq., as well as Callfornia Code of
Regulations, Title 8, Section 16000, et seq., {*Pravailing Wage Laws"), which reguire the payment
of prevailing wage rates and the performance of other requirements on "public works” and
"maintenance” projects. IF the Services are belng performed as part of an applicable "public
works" or “maintenarice” project, as defined by the Prevalling Wage Laws, and iF the total
compensation Is $1,000 or mors, Consultant agrees to fully comply with such Prevailing Wage
Laws. Consultant shall make copies of the prevalling rates of per diem wages for each craft,
classification of type of worker needed to execute the Seivices available to interested parties
upon request, and shall post copies at the Consultant's principal place of business and at the

4
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project site. - Consultant shall defend, indemnify and hold the City, it officlals, officers, employees,
- mgents, and volunteers freé and harmless from any claim or liability atising out-of any faliure or .« -
glleged failure to comply with the Prevaliing Wage Laws.

_ 83.62 Renistrafion, Ifthe Services are being performed as part of an
applicable "public works” or *malntenance” project, in addition to the foregoing. then pursuant to
Labor Code sections 17255 and 1774.1, the Consultant and all subconsultants must be
registered with the Department of Industrlal Relations ('DIR"). Consultant shall maintain
registration for the duratfon of the project and raquire the same of any subconsultants, This
project may also bs subject to coffipliance mianitoring and eriforcement by the DIR. It shall be
Consultant’s sole responsibility to comply with all applicable registration and tabor compliance
requirements, inaluding the submission of payroll resords directly to the DIR. Notwithstanding the
foregoing, the contractor registration requirements mandated by Laber Code seofions 1725.5 and
1771.1 shall not apply to Services performed on & publlc works projéct that Is exempt pursuant to
the small project exemption specified in Labor Code sections 1725.6 and 1771.1.

3.4  Accounting Records.

341 Malntenance and Inspection. Consuttant shall maintain complete shd
acturate records with respect to all costs and expenses ihéurred under this Agreenmient, All such
records shall be olearly identifiable. ‘Gonaultant shall allow a representative of City during normal
businéss hours to exaniine, audit, and make transcripts or copies of such records and any other
documients created pursuant to this Agreement. Consultant shall allow inspection of all work, data,
documents, proceedings, and activities related fo the Agreement fof & petiod of fouk (4) years
from the date of final payment under this Agresmerit. '

35  General Piovisions.
3.5.1 Termination of Agreement.

3.5.1.1 Grounds for Termination. City may, by written notice to
Consuttant, terminate the whole or any part of this'Agreement at any time, with or without cause,
by giving written notice to Consultant of such termination, and specifying the effective date
thereof, at least seven (7) days before the effective date of such termination. Upon termination,
Consultant shall be compensated anly for those services which have been adequately rendered
to Clty, and Consultant shall be entitied to no further compensation. Consultant may not teérminate
this Agreement except for causs, .

3,512 FEffact of Termination. if this Agreement is ferminated as
provided herein, City may require Consuitant fo provide ali finished or unfinished Documents and
Data and other information of any kind prepared by Gonsuttant In connectionwith the performance
of Services under this Agreement, Consultant shall be required fo provide such document and
other information within fifteen (15) days of the request,

35.1.3 Additional Services. In the event this Agresment Is terminated
In whole or in part as provided herein, City may procurs, Upan such terms and In such manner as
it may determine appropriate, services similar to those terminated.

3.5.2 Delivery of Notiges. All notices permitted or required tnder this Agreement
shalf be given to the respective parties at the following address, or at such other address as the
respective parties may provide In writing for this purpose: to
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Consultant: - - MRW & Associates '
- 1738 Frankln Street Suite 70
Qakland, CA $4612
ATTN: Mark E. Fullmer, Principal and President

Clty: : City of Ban Glemesnte _
' 910 Calle Negocio ; :
8an Clemente, CA 92673 L
ATTN: Jennifet Savage, Assistant to the Clty Manager L

Such notice shall be deemed made when personally delivered or when mailed, forty-sight (48)
hours after deposit in the U.8, Mall, first class postage. prepaid and addressad fo the party at fts
applicable address. Actual notice shall be deemed adequate notice on the dats actual notice
oceurred, regardless of the method of service.

8.6.3 Ownership of Materials and Cohfidentiality.

3.531 Doouments & Data: Licensing of Inteliectual Property. This
Agreement creates a non-exelusive and perpetual license for City to copy, use, madify, reuse, or
sublicense any and al] ¢opyrights, designs, and other infeilectual property embodied ir plans,
specifications, stydies, drawings, estimates, and other dosuments or works of authorship fixed in
any tangible medium of expression, including but not limited to, physical drawings or data
magneticaliy or oth&rwise recorded on computer diskettes, which are prepared of caused o be
prepared by Consultant under this Agreement ("Documents & Data"). Consultant shall require afl
subconsultants to agree in writing that City is granted a non-exclusive snd perpstual license for
any Documents & Data the subconsuttant prepares under this Agreerrant. Consultantrepresents
and. warrants that Cohsuftant has the legal right to ficense any and ail Documents & Dats,
Consultant makes no such fepresentatlon and warranty In regard to Dosuments & Data which
were prepared by design professionals other than Consultant or provided to Consuftant by the
City. City shall not be imited in any way In its use of the Documents & Data at any time, provided
that any such use not within the purposes intended by this Agresment shall be at City's aole risk,

' 3532 Confidentiality, All ideas, memoranda, specifications, plans,
procedures, drawings, descriptions, compuier program data, input record data, written
information, and other Documents & Data either created by or provided to Consultant in
connection with the performancs of this Agreement shall be held corifidential by Consultant, Such
matarials shall not, without the ptior wrilten consent of City, be used by Consultant for any
purposes other than the performance of the Setvices. Nor shalt such materials be disclosed to
any person or entity not connected with the performance of the Services or the Project. Nothing
furnished to Consultant which is otherwise known to Consultant or is generally known, ot has .
bacome known, to the related Industry shall be deemed confidential. Consultant shall not use
_ City's hame or insignia, photographs of the Project, or any publicity partaining to the Services or

the Project In any magazine, trade paper, newspaper, television or radio production or other
similar medium without the prior writtén consent of City.

3.5.3.3 Confidential Information. The City shall refrain from releasing !
Consultant's proprietary information ("Propristary Information*) unless the City's legal counsal .
determines that the release of the Proprietary information Is required by the Califfornia Public
Records Act or other applicable state or federal law, ar order of a court of competent Jurisdiction,
in which case the City shall notify Consultant of its intention fo release Proprietary Infarmation.
Consultant shall have five (8) working days after receipt of tha Release Notice to give City written
notice of Consultant's objection to the City's release of Proprietary information. Consuitant shal

6 .
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Inderminify, deferd and hold harmless the City, and its officars, directars, smployees, and agents
from and against all liability, loss, cost orexpense {Including attorney’s fees) arising out of a legal
actlon brought to compel the release of Froprietary Information. City shall not releass the

Proptistary Information after receipt of the Objection Notice unless either; (1) Consultant fails to.

fully indemnlfy, defend (with City's choice of legal counsel), and hold City harmless from any legal
astion brought to compe! such releass; andfor (2) & final and non-eppaalable ordaf by a court of
competent jurisdiction requires that Clty release such [nformation.

3.6.4 Cooperation; Further Acts. Tha Partles shall fully cooperate with one
another, and shall take any additional acts or sign any addttional documents as may be necessary,
appropriate or convenlent to attain the purposes of this Agraement.

3,65 AMomev's Fees. If either party commences an action against thé ofher
party, either legal, administrative or otherwiss, arising out of or in confsction with this Agrasment,
the prevailing party In such litigation shalf ba entitied to have and recover from the losing party
reasonable attomay's fees and alf other costs of such action. ‘

356 Indemnification.

3561 To the fullest extent permitted by law, Consuitant shall defend
(with counsel of City’s choosing), indemnify and hold the City, its directars, officlals, officers,
employees, volunioers and agents free and harmless from any and all claims, demands, causes
of action, costs, expenses, liabilty, loss, damage or injury of any kind, in law or equity, to property
or persons, including wrongful death, in.any mahner arising out of, pertaining to, or incident to any
allegsd acts, srrors or omissions, or willful misconduct ' of Consultant, its officials, officers,
employées, subcantractors, consultants or agehis in connaction with the performance of the
Consultant's. Services, the Project er this Agreement, inciuding without fimitation the payment of
-all damages, expert witness . feas and attarney’s fees and other refated costs and
expenses, Consultant's obligation to inderinify shall not be festricted to insurance proéeeds, if
any, received by Corisultant, the Cly, its officials, officers, employees, agents, or volunteers.

3562 If Consultant's obligation to defend, indemnify, and/or held
hafmless arises out of Consultant's performance as a “design professional” (as that tarm Is
defined under Givii Code section 2782.8), then, and only 10 the extent required hy Civit Cade
section 2782.8, which Is fully incorporated herein, Consultant's indemnification obligation shall be
limited to claiths that arise out of, pertain to, or refate to the negligence, recklesshess, or willful
misconduct of the Consuitant, and, upon Consultant obtaining a final adjudication by a court of
competent Jurisdiction, Consultant's liability for such olaim, including the cost to defend, shall not

excaad the Consultant's proportionate percantage of fautt.

3.5.7 Entire Agreement. This Agreement contains the entire Agreement of the
parties with respsct fo the subject matter hereof, and supersedes all prior negotiations,
understandings or agreements, This Agreement may only be modifled by a writing signad by both
parties.

358 GoverningLaw. This Agreement shall be governed by the laws of the State
of Califarnia. Venue shall be in Orange County.

‘ 359 Timeof Essence. Time is of the essence for each and every provision o
this Agreement. _ .

3.5.10 Cltv's Right fo Employ Other Consultants. Clty reserves right to employ
7
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- other consultants in connection with this Project.

8.5.41 Successars_and Assigns. This Agreemaht shall be binding on the
successors and assigns of the parties.

_ 3.5.12 Assignment or Transfer, Consultant shall not assign, hypothecate, cr
transfer, either diractly or by operation of law, this Agreement of any interest hersin withotit the !
prior written consent of the City. Any attempt to do so shall be null and vold, &nd any assignees, '
hypothecdtes or transferess shall acqulte no rght or interest by reason of such attempted
assignment, hypothecation of transfer. '

3.5.13 Construction; References; Gaptions. Since the Parties oF thelr agents have
participated fully in the preparation of this Agreement, the lahguage of this Agreement shali be
construed simply, according to its fair meaning, and not strictly for or against any Party, Anyterm
referencing time, days or period for performance shall be desmed calendar days and not wark
days. All refarences to Consultant include all personnel, employees, agents, and sybconsultants
of Consultant, except as otherwise specified In this Agreement. All refetenoes to Chty includa is
elected officlals, officers, employses, agents, and volunteers except as otherwise spetified in this
Agreement. The captlons of thie various articles and paragraphs are for convenlence and ease
of reference only, and do not define, limlt, augment, or describe the scope, content, or intent of
this Agrestnent,

3.5.14 Amendment; Modiffcation. No supplement, madification, or amendment of
this Agreement shall be binding unless execuited in writing and signed by both Partles,

3.6.156 Walver. No waiver of any default shall constitute a waiver of any other
default or breach, whether of the same or ofher covenant or condition. No walver, benefit,
privilege, or service vdluntarily given or performed by a Party shall give the other Party any
contractual rights by custom, estoppel, or otherwise, ' '

8.5.16 Ng_Third-Party Beneficlariss. There are no Intended third party

beneficiaries of ahy right or obligation assumed by the Parties.

3,517 Invalidity, Severability. f any portion of this Agreement is declared invalid,
ilegal, or otherwise unenforceable by a court of competent jutisdiction, the remaining provisions
shall continue In full force and effect. ‘

3.5.18 Prohiblted Literests, Consultant maintains and warrants that # has not
employed nor retained any company or person, other than a bona fide employee working solely
for Consultant, to solicit or secure this Agreement. Further, Constltant warrants that it has not
paid nor has It agreed to pay any company or person, other thah a bona fide smployee working
solely for Consultant, any fee, commlssion, perceritage, brokerage fae, gift or other consideration
contingent upoh or resulting from the award or making of this Aareement. For breach or violation
of this warranty, Clty shall have the right to rescind thls Agreement without liabllity. For the term
of this Agreement, ho membet, officer or employee of City, during the term of his or har service .
with City, shall have any direct interest in this Agreement, or obtaln any present or anticipated o
material banefit arising therefrom. '

_ 3.5.19 Equal Opportunity Employment. Consultant represents that it is an equal : , .
opportunlty employer and it shall not discriminate against any subconsultant, employee or , o
applicant for employmeint because of race, religion, color, national orlgin, handicap, ancesfry, sex oA
or age. Such non-discrimination shall include, but not be limited to, all activities related to

'8
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) inttlal-employment, upgrading, demotion, transfer, recrultment or recruitment advertising, layoffor- -« =+
" tefriination. Conelltant shall also somply-with all relevant provisions of City's Minority Businass- -

Enterprise program, Affirmative Action Plan or other related programs or guidalines currently in
effect or herelnafter enacted, -

3.520 Labor Certlfication. By its signature hereunder, Consuli_ant cartiies that i
is aware of the ptovisions of Section 3700 of the Californla Labor Code which require every

employer to be insured agalinst liability for Worker's Comperisation of to undertake seff-insurance -

It sceordance with the provisions of that Code, and agrees to comply wih such provisions before
commencing the performance of the Setvices.

3.5.21 Authorjty to Enter Agreement, Consultant has all requisite power and
authority to conduct its business and to execute, delivar, and pérform the Agresment. Each Party
warrants that the Individuals who have slgned this Agreemert have the legal power, right, and
authority to maks this Agreement and bind each respective Party.

3,522 Counterparts, This Agreement may be signed in counterparts, each of
which shall constitite an ofiginal, '

3.6  Subéontracting.
3.6.1 Pror Approval Regulred. Gonsultant shall not subcontract any portion of
the work required by this Agresment, except as expressly stated herein, without prior written

approval of Glty. Subcontracts, if any, shall coritain a provision making them subject to all
provisions stipulated in this Agreement,
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IN WITNESS WHERECF, the partles hereto have caused this Agresiment to be duly
exacuted on the respective datés set forth opposite of their signatures.

Dated: ’f} 2 20 24 7

ATTEST;

i
.

J&ITY GLERK of the Gty of
San Clemente, Callfomia

APPROVED AS TO AVAILABILITY

OF FUNDING: - '_
W PIEN & 45:?85&7%5 e

Finance Authorization

"l St
< ("CONSULTANT")

By! L/MAEZ}? 7%; LAMER,
Its: 7)*&57&&}4714 ,
Dated: 4@5‘ Z)  2072)
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EXHIEIT "A"
SCOPE OF SERVICES

QUALITATIVE REVIEW AND COMPARISON OF THE CCE OPTIONS

MRW WILL INFORM SAN CLEMENTE OF THE CCE OPTIONS IT HAS AVAILABLE AND
COMPARE THE OPTIONS, THESE OPTIONS INCLUDE JOINING OCPA, JOINING AN
EXISTING CGE IN SAN DIEGO COUNTY, FORMING A NEW JPA WITH NEIGHBORING
SOUTH ORANGE GOUNTY CITIES, AND FORMING A SAN CLEMENTE ONLY CCE. THIS
REVIEW WILL COMPARE AND CONTRAST THE BENEFITS AND DRAWBACKS OF EACH
GOVERNANCE MODEL, NOTING THE RISKS--AND POTENTIAL REWARDS-—TO THE
CITY AND THE SAN CLEMENTE COMMUNITY. MRW WILL INCLUDE A GENERAL PRIMER
ON CCE IN THE STATE TO PROVIDE HISTORY AND CONTEXT,

THE WORK PRODUCTS INCLUDE:
1) A MEMORANDUM SUMMARIZING MRW'S FINDINGS.
2) A PRESENTATION TO THE GITY COUNCIL OF MRW'S FINDINGS.

3) ANSWERING ANY QUESTIONS FRON THE COUNCIL ON CCE FORMATION AND
ADVISEMENT ON POSSIBLE NEXT STEPS.

MRW WILL ALSO IDENTIFY ORANGE COUNTY AND SAN DIEGO COUNTY CITIES THAT
UTILIZE CCES, AND IDENTIFY CITSES IN SOUTHERN CALIFORNIA, COMPARABLE [N
SIZE TO SAN CLEMENTE, THAT HAVE CONVERTED TO CGE INDEPENDENTLY, AS
OPPOSED TO PARTNERING WITH OTHER JURISDICTIONS.

: 1
B§462.01100:31183624,6 _ :
6/21/22/ 8A-84

10-19-21/ 8B-40

™



Loy s - ATTACHMENT 3

EXHIBIT "B" .
" SCHEDULE OF SERVICES

1) A MEMORANDUN SUMMARIZING MRW'S FINDINGS ~ DUE TO GITY STAFF 4 WEEKS
FROM EXECUTION OF THIS CONTRACT

2) A PRESENTATION TQ THE CITY GQUNCIL OF MRW'S FINDINGS - DUE AT CITY
COUNCIL MEETING TENTATIVELY SGHEDULED FOR OCTOBER 19, 2021

3) ANSWERING ANY QUESTIONS FROM THE COUNCIL ON CCE FORMATION AND
ADVISEMENT ON POSSIBLE NEXT STEPS ~ DUE AT CITY GOUNCIL MEETING
TENTATIVELY SCHEDULED FOR QCTOBER 19, 2021
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EXHIBIT “C"
" INSURANCE REQUIREMENTS

3.2.12 |nsurange.

32121 Time for Compliance, Consyltant shall not commence work
under this Agreemant untll it has provided evidenca satisfactory to the City that it has secured all
insuranée required under this seotion. In additiori, Consuttant shall not allow any subconsultant
{6 sommente work on any subcontract untll it has provided evidence satisfactory to the City that
the subsonsultant has secured all insurance reguired under this section.,

3.242.72 Types of insurance Redquired. As a condition precedent to the
effectiveness of this Agreement for work to be performed heretinder, and withaut lmiting the
indemnity provisions of the Agreement, the Consultant, in partlal performance of its obligations
uhder such Agreement, shall procure and malnfain in full force and effect during the term of the
Agreement the following policies of insurance, If the exlsting policies do ot imeet the insurance
requirements set forth hersin, Consultant agrees to amend, supplemant or endorse the policles

1o doso.

(A}  Commercial General Liability; Commercial General Liability
Insurance which affords coverage at loast as broad as Insurance Services Office "ocourrence”
form GG 0001, or the exact equivalent, with limits of not less than $1,000,000 per otturrentce and
no less than $2,000,000 in the general aggregate. Defensé costs shall be pajd in addition to the
fimits. Tha policy shall contaln hio endorsements or provistons (1) limiting coverage for contractual
lizbility; (2) exciuding coverage for claims or suits by ohe insured against another {cross-liability);
or (3} containing any other exclusion(s) contrary to the tefms or purposes of this Agresment.

(B) Automobile Liability ‘(hsurarice:  Auiomobile Liabilty
Insurance with coverage at léast as broad as Insuratice Services Office Form CA Q001 covering
"Any Aute" (Symbal 1), or the exact equivalent, covering bodily injury and property damags for all
activities with limits of not less than $1,000,000 combined limii for each occurrence,

(C)  Workers' Compensation: Warkers' Compensation
Jnsurarice, as required by the State of California and Employet's Liabllity Insurance with a fimit of
not less than $1,000,000 per accident for bodily Injury and disease,

(D)  Professional Lablity {Errors & Qmissions): Professional
Liability insurance or Errors & Omisslons Insurance appropriate to Consultarit's profession with
limits of not less than $1,000,000 per claim, Covered professional services shall specifically
include all work to be performed under the Agreement and delets any exclusions that may
potentially afféct the wark to be performed (for example, any exclusions relating to lead, asbestos,
pollution, testing, underground storage tanks, laboratory analysls, soll work, ete.). If caverage Is
written on a claims-made basls, the refroactive date shall precede the effective date of the Initial
Agreamsnt and continuous coverage wifl be maintained or an extended reporting period will be
exercised for a period of at least three (3) years from termination or expiration of this Agreement.

3.2,42.3 Insurance Endorsements. Required insurande policles shall
contain the following provisions, or Consultant shafl provide endorsements on forms approved by
the City to add the follawing provisions to the insurance policies:
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(A)  Commerclal General Liability:

| | ()  Additional nsured; The City, lts officlals, officers,
employses, agents, and volunteers shall be addjtional insureds with regard to liabillty and defense
of sults or claims arising out of the performance of the Agreement.

, Addltional lnsured Endorsements shall not (1) be oo
restrictsd to "ongolng operations”; (2) excluda "contractual liabllity”; (8) rastrict coverage to "solg" ;
[lability of Gonsultant; or (4) contalh any other exclusions contrary to the terms or purposes of this
Agreament. For all policies of Commerclal Gerieral Liabiiity insurance, Consultant shall provida
endorsements In the form of ISO GG 20 10 10 04 (or endorsements providing the exact same
coverage) to effectuate this requirament,

) (2)  Cancellation: Required insurance policies shall not :
be cancelgd or the coverage reduced until a thirty (30) day written notlce of cancellation has been :
served upon the City except ten (10) days shall be allowed for non-payment of premium, i

()  Automobile Liabiiity:

_ (1}  Gancellation: Reduired insurance policies shall not
be canceled or the coverage reduced until a thirty (30) day written notlce of cancellation has bein
served upan the City éxcept ten (10) days shall be allowed for non-payment of premiun,

3.212.4 Professlonal Liabllity (Errorg & Omissiona):

_ ' ‘ (A)  Cancellation: Required insurance policies shall not be
canceled of the coverage reduced unfil a thirty (30) day written notice of éancellation has baan
servied upon the City except ten (10} days shall be;allowet_:l_ for non-payment of premium. -

‘ {B) Contractual Liébility Exclusion Deleted: .This insurance
shall Inciude contractual liability applicable to this Agreement. The policy must “pay on behalf of
_ the Insured and include a provision establishing the insuter's duty to defend.

3.2.12.5 Workers' Compensation:

(A)  Gancellation: Required insurance policles shall not be
cahceled or the coverage reduced untit a thirty (30) day written notice of cancellation has been
served upon the City except ten (10) days shall be allowed for non-paytent of prethium,

3.2126 Prmary_and Non-Contributing Insurance. Al policies of

Commercial General Liabllity and Automobile Liability insurance shall be primary end any other
insurance, deductible, or self-insurance maintained by the City, its officials, officers, employees,
agents, or volunteers shall not contribute with this primary insurance. Palicies shall contain or be
endotsed to contain such provisions.

3.2.12.7 Walver of Subrogation. Afl policles of Commercial General
Liaibiiity and Automobile Liability Insurance shall specifically allow Consultant or others praviding
insurance evidence in compliance with these specifications to waive their right of racovary prior
to a loss. Consultant hereby waives its own right of recavery against the Clty, its officials, officers,
employees, agents, and volunteers, and shall require similar written express walvers and
insurance clauses from each of its subconsultants.
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T 3.212,8 Deductibles and Seff-Insured Retentions. Any deductible or self--
insured retehtion greater than $5,000 must be approved In writing by the City and shall protect

ihe City, its officlals, officers, employees, agents, and volunteers In the same mannar and to the
sarme extent as thay would have bsen protected had the policy or policles not contained a
deductible or seif-Insured retention.

. 3.2.12.9 Evidence of Insurarics. . The Cohsuitant, conourrently with the
executlon of the Agreement, and as a condition precedent to the effectivensss thereof, shall
deliver either cerified copies of the required pollcles, or original certificates on forms approved by
the City, together with all endorsements affecting each policy. Redired Insurance polisies shalf
not be In compliarice If they include any liniting provision or endorsement that has not been
submiitad to the City for approval, The ceriificates and endarsamants for each insurance policy
shall be signet by a pereon authorized by that insurer to bind coverage on Its behalf, At least
fifteen (15 days) prior to the expiration of any such polioy, evidence of lnsurance showing that
such Insurance coverage has been renewed or exterded shall be filed with the City. If such
coverage is cancelled of reduced and hot replaced immediately so as fo aveld & lapse In the
required coverage, Consultant shall, within teh (10) days after recelpt of written notice of such
canceliation or reduction of coverage, file with the Gity evidence of Insurance showing that the
required insurance has been reinstated or has been pravided through another insurance company

. or companies,

3.212.10 Fallure to Maintaln Coverage. In the event any policy of
insurancé required under this Agreement does not comply with these specifications oris canceled
and not replaced immediately sa as to avoid a lapse in the required coverage; City has the right
but not the duty to obtain the insurance it deerns necessary and any premium paid by City will be
promptly reimbursed by Consultant or City will withhold amounts sufficient to pay premium from
Consuitant payments, in the alternative, City may cancel this Agreement effective upon notice.

3.2.12.11 Acceptabilty of Insurers. FEach such policy shall be from a
campany or companies with a cutrent A.M. Best's rating of no less than A~ VIl and authorized to
transact business of insurance In the State of California, or otherwise allowed to place insurance
through surplus line brokers under applicable provisions of the Califomia Insurance Code or any

faderal law.

3.2,12.12 Enforcement of _Agreement Proyvisfons (non  estoppel).
Consultant acknowledges and agrees that actual or alleged faifure on the part of the City to inform
Consultant of non-compliance with any requirement imposes no additional obligation on the City
nor does it waive any rights hereunder.

3.2.12.13 Requirements Not Limiting. Requirement of specific coverage
or minimum limits contained In this Appendix are not intended as a limitation on coverags, limits,
or other requirement, or a walver of any coverage normally provided by any insurance.

5.2.42.14 Ingurance for Subconsuttants, Consultant shall include all
subconsuitants enyaged In any work for Gonsuftant relating to this Agreement as additional
insureds under the Consultant's policles, or the Gonsultant shall be responsible for causing

subcansultants to purchase the appropriate insurance in cormpliance with the terms of these -

Insurance Requlrements, including adding the City, its officials, officers, employees, agents, and
volunteers as additlonal instreds to the subconhsuttant's policies. All policles of Commerclal
General Liability Insurance provided by Consultant's subconsuttants performing work relatirg to

this Agraement shall be endorsed to name the City, its officials, officers, employees, agents and

§5452,01100131193624.5 ' ‘ .
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volunteers as addiional Insureds using endorsemant form 180 CG 20 38 04 13 or an
enhdorsement providing equivalent coverage. Consultant shall hot allow anhy subconsultant to
commence work an any subgontract relating to this Agresment until it has received satisfactory
avidence of subconsultant’s compliance with all insurance requirements under this Agreement, to
the extent applieable. The Consultant shall provide satisfactory evidence of compliance with this
saction upon request of the City.

£5482.01100031193624.5
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COMPENSATION

$5,000
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WORKER'S COMPENSATION INSURANCE CE RTIFICATION

WORKERS' COMPENSATION DECLARATION
| hereby affirm under penaly of perjury one of the following dedlarations:

(ONE OF THE BOXES BELOW MUST BE CHEGKED)

r“ | have and will maintain a certificate of consent from the Calfforiia Labor Commission
ta self-insure for workers' compensation, ag provided for by Section 3700 of the Labor
Code, for the performance of the work to be performed under this contract.

Rﬁ | have and wil maintain warkers' compensation Insurance, as required by Section
3700 of the Labor Gode, for the performance of the work to be performed under this
contract. My workers’ compensation insurance carrier and policy number are;

Carrier  Haitford Properly & Casuatty

Policy Number__ S7/WECAABMB3

r L osrtify that, In the performance of the work under this Agreement, | shall not amploy
any parson in any manner so as to become stbject to the workers' compensation laws
of California, and | hereby agree to tndemnify, defend, and hold harmless the City of
San Clemente and all of its officials, employees, and agents from and against any and
&l claims, fiabilities, and losses relating to personal injury or death, econormic losses,
and property damage arising out of my failure to provide such worker's compensation
insurance. | further agree that, if | should become subject to the warkers'
compensation provisions of Section 8700 of the Labor Code, | shall forthwith comply
with those provisions,

WARNING: FAILURE TO SECURE WORKERS' COMPENSATION
COVERAGE 1S UNLAWFUL, AND SHALL SUBJECT AN EMPLOYER TO
CRIMINAL PENALTIES AND CIVIL FINES UP TO ONE HUNDRED THOUSAND
DOLLARS ($100,000), IN ADDITION TO THE GOST OF COMPENSATION
DAMAGES AS PROVIDED FOR IN SECTION 3706 OF THE LABOR CODE,

INTEREST; AND ATTORNEY'S FEES,

BE452.01100131193624.6
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CLEAN ENERGY ALLIANCE

Staff Report
DATE: May 26, 2022
TO: Clean Energy Alliance Board of Directors
FROM: Barbara Boswell, Chief Executive Officer
ITEM 10: Receive Update and Assessment Report Related to the cities of Oceanside, San Clemente,

and Vista Joining Clean Energy Alliance

RECOMMENDATION

Receive update and assessment report related to the cities of Oceanside, San Clemente and Vista joining
Clean Energy Alliance.

BACKGROUND AND DISCUSSION

Clean Energy Alliance’s New Member Addition Policy states the Board will consider adding new agencies
under the following conditions:

1. The analysis of the proposed member usage data results in a positive feasibility study
using CEA's financial pro forma model;

2. The addition of the new member does not create an undue risk or financial burden to
CEA;

3. Does not create an undue risk to the achievement of the goals of CEA, including the
achievement of the Climate Action Plan goals of the current Members.

In order to analyze the financial impact of Oceanside, San Clemente, and Vista (Cities) joining CEA for
purposes of complying with condition 1 above, CEA received the 2021 usage data for the three cities.
The electric usage was analyzed and input into CEA’s current financial pro forma model, using current
approved customer rates and updated energy costs, the results of which have been summarized in the
attached Assessment Report.

6/21/22 - 8A-93
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Customer Information

The chart above provides information on the number of accounts and annual energy usage in 2021 for
the Cities, CEA’s current base (Carlsbad, Del Mar and Solana Beach) and the 2023 expansion into
Escondido and San Marcos. Adding the Cities in 2024 more than doubles the number of accounts that
CEA services and increases energy usage by 81% (not adjusted for any opt-out assumption).

Oceanside 73,295 568,725

Vista 39,593 353,719 744 74
San Clemente 34,478 253,731 613 58
Total 147,366 1,176,175 665 256
CEA Base Forecast 59,153 626,927 883 136
2023 Expansion 86,400 826,410 797 196
Forecast

Total Current 145,553 1,453,337 832 332
Forecast

Total Combined 292,919 2,629,512 898

% Increase 101% 81%

Financial Assessment

The financial assessments used the following assumptions:

6/21/22 / 8A-94



Customers enrolled in April 2024

10% of eligible customers would opt-out
Current CEA rates

Current Forward Price Curve of Energy

oo ATTACHMENT 4
EI May 26, 2022
Assessment Report

Page 3 of 8

a base assumption of enrolling customers in April 2024, which was determined to be the optimal .
enrollment date, and serving 90% of eiigible customers, the assessment conclud_ed that with the
addition of Oceanside, CEA’s net operating margin would increase by approximately 85% beginning in

FYE 2025, which would be the first full fiscal year of service.

The projected incremental revenues, costs, and net operating margin are shown in Table 1 below:

Incrementol Net Margins from Expansion [in SMM) City of Oceanside

FYE 20241 FYE 2025 FYE 2026
Revenue $9.86 $53.55 $53.82
Power Supply Costs -$8.88 -$50.54 -$49,50
Staffing -$0.17 -$0.17 -50.17
Billing and Other Costs -$0.48 -$1.43 -$1.44
Net Operating Margin $0.35 $1.42 $2.72
5% Reserve Contribution $0.49 $2.68 $2.69
Reserve Shortfall/Excess -50.14 -$1.26 $0.03

Based on the assumptions listed above, sufficient revenue related to serving Oceanside would be
generated to cover operating costs, however, for Fiscal Years ending 2024 and 2025, the net operating
margin falls short of the 5% reserve contribution. Fiscal year 2026 projects sufficient revenue to cover all

costs and the 5% operating reserve contribution.

Incremental Net Margins from Expansion (in SMM) City of San Clemente

FYE 2024% FYE 2025 FYE 2026
Revenue $4.45 $23.83 $23.95
Power Supply Costs -53.99 -522.40 -$21.94
Staffing -50.08 -$0.08 -50.08
Billing and Other Costs -50.15 -$0.59 -50.59
Net Operating Margin $0.24 $0.75 $1.34
5% Reserve Contribution 50.22 $1.19 $1.20
Reserve Shortfall/Excess 50.02 -S0.44 $0.14

! Reflects partial year of service for fiscal year ending June 30, 2024, with enroliments assumed to commence on

April 1, 2024,
2
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Based on the assumptions listed above, sufficient revenue related to serving San Clemente would be
generated to cover operatmg costs, however for Fiscal Year endmg 2025, the net operating margm falls
short of the 5% reserve. contnbutlon Fiscal years 2024 and 2026 prOJects sufficient revenue to cover all

costs and the 5% operatlng reserve contribution.

Incremental Net Margins from Expansion.{in SMM) C:ty of Vista -

FYE 2024°! FYE 2025 FYE 2026
Revenue , $6.19 , $32.96 $33.12
Power Supply Costs -55.62 -$31.49 -$30.85
Staffing -50.11 -$0.11 -$0.11
Billing and Other Costs -50.21 -$0.74 -50.74
| Net Operating Margin 50.26 $0.62 $1.43
5% Reserve Contribution $0.31 $1.65 $1.66
Reserve Shortfall/Excess -50.05 -$1.02 -50.23

Incremental Net Margins from Expansion {in SMMJ} Combined

FYE 2024 FYE 2025 FYE 2026
Revenue §20.51 $110.34 $110.89
Power Supply Costs -$18.48 -5104.43 -$102.29
Staffing - -$0.35 -$0.35 -$0.35
Billing and Other Costs -50.83 -52.76 -$2.77
Net Operating Margin ' $0.85 $2.79 $5.48
5% Reserve Contribution $1.03 $5.52 $5.54
Reserve Shortfall/Excess -50.18 -$2.72 -50.06

The combined financial assessment determines sufficient revenue is generated at current rates to cover
operating costs but fall short of the 5% reserve contribution. The reserve contribution for FYE 2024 is

projected to be 4%, 2025 2.5% and 2026 4.9%.
Resource Availability
The following is taken from the Assessment Report (attached) prepared by Pacific Energy Advisors:

Changes in market prices for electricity represent the single greatest uncertainty that could impact the
projected benefits related to expansion. Electricity commodity, traded in a highly volatile market, and
prices could materially change before CEA is ready to contract for the power supply needed to serve

3
M Reflects partial year of service for flscal year ending June 30, 2024, with enroliments assumed to commence on

Aprll 1, 2024,
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anticipated Cities’ loads. Commadity price risk Is inherent in the electric utility industry and is not unique
to expansion, but expansion imposes challenges with respect to the timing of electricity purchase as well .
as the timing associated w.«th a fmal/deﬂmtrve determination regarding the expansion itself. This is not
unfike the challenges CEA (or any Commuinity Choice Aggregator) faced during its initial startup period.
CEA utilizes professional risk management approached and forward hedging contracts to mitigate
commodity price risk for its existihg custorners; however, adverse price movements that may occur
before CEA initiates power ptirchases for the Cities’ load could drive up costs and result in negative
margins.

[n addition to the impact of the volatility of the energy market, CEA must take into consideration
regulatory compliance procurement as it relates to the expansion. Under existing regulation, CEA must
have a certain percentage of its renewable energy requirements in long-term contracts. This
requirement must be met as of the end of 2024 for the expansion load. Realistically, CEA will only be
able to meet this requirement through procurement of existing contracts from San Diego Gas & Electric
(SDG&E). SDG&E would have entered into long-term renewable energy contracts on behalf of the Cities’
load, which would be excess at the time the energy transfers to CEA. Through California Public Utilities
Commission Decision 21-05-030, CEA has access to SDG&E excess long-term renewable energy through
an allocation process. To the extent CEA can arrange such as allocation related to the expansion load,
the incremental obligation related to the new load is diminished.

Resource adequacy (RA) is another power supply product that CEA will need to pilan for in preparing for
serving the expansion cities load. RA is a constrained product, and SDG&E will have been required to
have 100% of the RA associated with the Cities’ load in 2022. Due to constraints in RA availability, CEA
will be required to work with SDG&E in procuring its excess RA capacity to meet the additional
requirements.

The ability of work with SDG&E successfully will be key in CEA meeting its regulatory procurement
compliance. CEA will need to take this into account in determining whether a 2024 enrollment is
achievable or postponing to 2025 results in less risk.

Average Residential Bill Comparison

Using CEA’s current adopted rates and SDG&E’s current rates, the following reflects the average
monthly bill comparisen for a residential customer con rate Schedule DR for each of the three cities.
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City ofOceanside CEA CEA
S - 'CEA ' |Cleanimpact| Green
SDG&E - | 50% | Plus Impact
31% Renewable | 75% Carbon 100%
Residential: DR .Renewable |Clean impact Free Renewable
Generation S 49865 3580|S 3580}$ 3580
Clean Impact Plus/Green Impact
Premium S - S - S 032§ 2.43
SDG&E PCIA+FFS-2022 Vintage | $ - S 9.73 | $ 9.73 | S 9.73
Generation Related Costs S 4986 | S 45.53 | $ 45.85 | § 47.96
SDG&E Delivery S 73.08 | S 73.08 | 73.08 | § 73.08
Total Average Monthly Bill $ 12294[$ 11861 % 11893|$ 121.04
Average 324 kWh Usage
$ Savings to SDG&E S (4.33) § (4.01) S {1.90)
% Savingsto SDG&E -3.52% -3.26% -1.55%
City of San Clemente CEA . CEA
CEA Clean. Impact Green
SDG&E |- 50% Plus Impact
31% | Renewable | 75%Carbon | 100%
Residential: DR Renewable |Clean Impact Free Renewable
Generation $ 60.94 | $ 43,75 | § 4375 (S 43.75
Clean Impact Plus/Green Impact
Premium S - S - S 0.40 | S 2.97
SDG&E PCIA+FFS-2022 Vintage | $ - S 1190 | S 11.90 | $ 11.90
Generation Related Costs S 60.94 | § 55.65 | § 56.05 | S 58.62
SDG&E Delivery S 89.32 | $ 893215 89.32 | $ 89.32
Total Average Monthly Bill $ 150.27 |$ 14497 |$ 145.37 S 147.94
Average 396 kWh Usage
$ Savings to SDG&E $ (5.29) § (4.89) $  (2.32)
% Savingsto SDG&E -3.52% -3.26% -1.55%
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City of Vista CEA ~ CEA
CEA Cleanlmpact| Green
SDG&E 50% Plus Impact
31% Renewable | 75% Carbon 100%
Residential: DR Renewable |Ciean Impact Free Renewable
Generation S 52.63 | $ 37.79 | $ 37.79 | S 37.79
Clean Impact Plus/Green impact _
Premium S - S - S 0.34 |$ 2.57
SDG&EPCIA+FFS-2022 Vintage | $ - S 1190 | $ 11.90 | $ 11.90
Generation Related Costs S 52.63 | $ 49.69 | S 50.03 | $ 52.25
SDG&E Delivery S 77.14 | S 77.14 | S 77.14 | S 77.14
Total Average Monthly Bill S 12977 |$ 12683 |$ 127.17{$ 129.39
Average 342 kWh Usage
S Savings to SDG&E S (2.95) § (2.60) $ {0.38)
% Savings to SDG&E -2.27% -2.01% 0.29%

For comparison, current CEA customers are realizing the following results compared to SDG&E:

2020 PCIA Vintage
Carlsbad & Del Mar

50% Renewable
Clean Impact

75% Carbon Free
Clean Impact Plus

100% Renewable
Green Impact

S (Savings)/Premium to

SDG&E - Total Bill (51.42) (5.97) 51.64
% (Savings)/Premium to
SDG&E —Total Bill (0.9%) (0.6%) 1.0%

2017 PCIA Vintage
Solana Beach

50% Renewable
Clean Impact

75% Carbon Free
Clean Impact Plus

100% Renewable
Green Impact

$ (Savings)/Premium to

SDG&E — Total Bill ($5.57) ($5.17) ($2.51)
% (Savings)/Premium to
SDG&E - Total Bill (3.64%) (3.38%) (1.64%)

Staff will continue to monitor the energy market, and its impact on the financial asséssr’heh't:of the
service expansion and provide an update to the CEA Board in July 2022 when the next action is needed
by the CEA Board related to the additions,
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Next Steps
- ACTIVITY _ TIMING
Assessment Report Results to CEA Board May 26, 2022
Cities - Resolution to Join CEA and 1% Reading of Ordinance to June 2022
Establish a CCA
Cities - 2" Reading of Ordinance June/luly 2022
CEA - Resolution approving Cities joining CEA/Direct preparation July 2022
of Implementation Plan Amendment
Draft Implementation Plan Amendment to CEA Board October 2022
File Implementation Plan Amendment with CPUC December 2022

FISCAL IMPACT
There is no fiscal impact related to this report.

ATTACHMENTS

Pacific Energy Advisors Assessment Report — Oceanside, San Clemente, Vista Expansion
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Clean Energy Alliance New Membership Assessment

Cities of Oceanside, San Clemente, and Vista
May 2022
SUMMARY

The cities of Oceanside, San Clemente, and Vista {“Cities”) have engaged with the Clean Energy Alliance
(“CEA") 1o explore the possibility of joining CEA. On behalf of CEA, Pacific Energy Advisors, Inc. {“PEA”)
conducted assessments of the financial and resource planning implications associated with extending CEA
service to electric customers within the Cities (which are currently receiving bundled electric service from
the incumbent utility, San Diege Gas & Electric, or “SDG&E”). The assessments involved studies to
understand the potential increase in electric load and the additional energy resources that would be
needed to serve the Cities, The studies also estimated the incremental revenues that would be derived
from electricity sales to the Cities’ customers, as well as the incremental costs associated with energy
resource procurement and other items/services that would be necessary to support CCA service
expansion to the Cities’ customers. These factors were jointly evaluated to determine whether any
operating surpluses could be generated, on a projected basis, for the benefit of CEA and its customers.

In consideration of the prospective timing associated with amended implementation plan submittal and
in accordance with existing regulatory rules, the earliest possible enrollment date for Cities customers
would be January 1, 2024.% For this assessment, PEA modeled various enrollment start times in 2024 and
found that April 2024 would be optimal from a financial perspective, Thus, enroliment would be expected
to occur toward the end of CEA’s fiscal year ending 2024, the first full year reflecting Cities load would be
CEA’s fiscal year ending 2025,

Under current base case assumptions, the analysis indicates that expansion would yield positive operating
margins (revenue net of Incremental cost) and reserve additions, but not at a level sufficient to meet CEA’s
targeted 5% reserve contribution. The projected incremental revenues, costs, operating margin, and net
deficit {i.e., shortfall in reserve contribution) is shown in Table 1.

Table 1: Incremental Net Margins from Expansion fin SMM)

FYE 20242 FYE 2025 FYE 2026
Revenue $20.51 $110.34 $110.89
Power Costs -618.48 $104.43 -$102.29
Staffing -50.35 -80.35 -50.35
Other Costs -50.83 -$2.76 -$2.77
Subtotal: Operating Margin 50.85 $2.79 $5.48
Reserves (targeted) -51.03 -55.52 -$5.54
Net Deflcit -$0.18 -$2.72 -$0.06

1 Achieving the prospective early enroliment date for Cities customers would require submittal of an amended CCA
Implementation plan no later than December 31, 2022. :

2 Reflects partial year of service for fiscal year ending June 30, 2024, with enrollments assumed to commence on
April 1, 2024,

Pacific Energy Advisors, Inc., May 2022 : Page 1 of 9
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Electric resource requirements associated with the expansion would be significant, and close coordination

_ between CEA and SDG&E would be important to achieve an appropriate allocation of resources needed
to serve the transferred load. Such coordination and cooperation would be especially important for
resource adequacy and long-term renewable energy supply. Without cooperation from SDG&E to sell
excess resources, or alternatively, a regulatory mechanism to ensure transfer of resources as load shifts
from SDG&E to CEA, it may hot be possible for CEA to obtain the necessary resources in the near term to
meet its resource adequacy and long-term Renewable Portfolio Standards (“RPS”) obligations.

ANALYSIS

PEA conducted three individual analyses of the Cities’ prospective electric accounts, as well as an
aggregate outlook, to estimate the revenues and costs associated with extending CEA service to the Cities.
The analyses incorporated historical monthly electric usage data provided by SDG&E for all current electric
accounts located within the Cities. PEA reviewed load data from 2019 and 2021 to formulate its load
projections.’ '

Table 2 summarizes the account and electric usage data for the major customer classifications
represented within the Cities, Available data indicate the potential to serve 147,366 new CEA customer
accounts, which are expected to use approximately 1,176,175 MWh of electric energy per year. This
would be an approximate 81% increase In size for CEA, relative to the anticipated retail sales volume
associated with CEA’s current membership. The aggregate peak demand of these prospective accounts is
estimated at 256 MW.*

Table 2;: 2021 Cities’ Electric Data

Classification Accounts | Annual Energy (MWh) Monthly Per Account (kWh)
Residential 132,398 549,373 346
Commercial/Industrial 14,333 610,171 3,548
Agricultural 115 7,937 5,751

Street Lighting 520 8,695 1,393

Total 147,366 1,176,175 665

*Estimate based onCEA cster hol usag proile. A

As compared to the current CEA customer base, summarized in Table 3 below, the Cities have a slightly
larger residential sector and a smaller commercial sector. The Cities’ residential customers tend to be

37020 data were exciuded due to customer usage anomalies introduced by the Covid-19 pandemic.

4 These figures reflect bundied electric customers of SDG&E and exclude customers taking service from non-utllity
energy providers (namely, direct access service providers) as well as certain accounts on generation service contracts
that are not expected to transition to CEA service. These figures are unadjusted for expected customer attrition
{customer elections to “opt-out”).

Pacific Energy Advisars, Inc., May 2022 Page 2 of 9
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lesser users of energy than those in CEA’s current service area, with 13% lower average monthly
consumption, whereas the commercial customers are similar in total average consumption. '

Table 3: Projected Annual CEA Electricity Data - Current Membership

Classification Accounts Annual Energy (MWh) | Monthly Per Account (kWh)
Residential 125,372 597,177 397
Commercial/Industrial 19,382 827,998 3,560
Agricultural 280 18,147 5,401
Street Lighting 519 10,015 1,608
Total 145,553 1,453,337 832

As illustrated in Figures 1 and 2 below, electricity usage within the Cities shows slightly less seasonality
relative to the current CEA customer base, with a flatter shape of overall consumption across the year.

These usage characteristics are likely due to cooling loads driven by climate differences between the two
geographic areas.

Figure 1: 12-Month Hourly Load Profile (kW) for the Cities
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Figure 2: 12-Month Hourly Load Profile (kW) of CEA’s Current Customer Base
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FISCAL IMPACTS

For purposes of the fiscal impact analysis, it was assumed that service would be initiated to the Cities in
April 2024 and that 90% of eligible accounts would choose to participate (with the remaining 10% electing
to opt-out, continuing to receive bundled electric service from the incumbent utility). The exception to
this opt-out assumption is reflected in the Street Lighting class, which is assumed at a 100% enrollment
rate. This would equate to an increase in annual CEA electricity sales of 1,070 GWh, or approximately 74%
relative to pre-2024 expansion sales. In order to quantify anticipated financial impacts to CEA, the
incremental revenues and costs associated with the prospective service expansion were examined. More
specifically, the year of enrollment and the next two fiscal years following expanded service, i.e., the
period beginning April 1, 2024, through June 30, 2026, were analyzed to determine likely fiscal impacts
over a multi-year planning period.

The incremental revenue surplus - based on the difference between projected revenues and costs directly
related to the addition of the Cities’ accounts - represents the expected fiscal benefit related to expansion.
Incremental revenues were projected based on forecasted electricity sales and current CEA rates. The
incremental cost analysis accounts for requisite power supplies that would be required to serve accounts
within the Cities, increased customer billing charges, customer service support (call center), additional
CEA staffing, SDG&E service fees, and required customer notices associated with serving additional
customers.

Pacific Energy Advisors, Inc., May 2022 Page 4 of 9
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Table 4 reflects the estimated incremental fiscal impact during each of the first three fiscal years
commencing with {and Immediately following) enrollment of the Cities’ accounts.

Table 4: Incremental Fiscal impact Related to Prospective Expansion

FYE 2026

FYE 20245 FYE 2025
Revenue (SMM) $20.51 $110.34 $110.89 |
Power Costs {SMM) -518.48 -5104.43 -5$102.29
Staffing (SMM) -30.35 -50.35 -50.35
Other Costs (SMM) -50.83 -52.76 -$2.77
Subtotal: Operating Margin $0.85 $2.79 $5.48
Reserves (targeted) -$1.03 | -$5.52 -$5.54
Net Deficit (SMM) -$0.18 -$2.72 -$0.06
Incremental Sales Volume 204,081 1,072,587 1,077,950
{MWh)

In consideration of current market conditions and assuming continuation of current CEA rates, adding the
Cities accounts to CEA's current customer base is projected to generate a revenue surplus when compared
to anticipated operating expenses; however, the operating margin would not be at a level that meets
CEA’s current 5% reserve contribution targets, it is estimated that expanding CEA service to the Cities
would increase reserves by $9,12 million across the first three fiscal years impacted by the expansion,
equivalent to a 3.8% reserve contribution. [t is worth noting that power supply costs and CEA rates may
change over time, and to the extent such changes occur, actual net revenues could materially differ from
the net revenue projections reflected in Table 4 {above).

WHOLESALE POWER PRICE SENSITIVITY

Changes in market prices for electricity represent the single greatest uncertainty that could impact the
projected henefits related to expansion. Electricity is a commodity, traded in a highly volatile market, and
prices could materially change before CEA is ready to contract for the power supply needed to serve
anticipated Cities’ electric loads. Commodity price risk is inherent in the electric utility industry and is not
uhique to expansion, but expansion imposes challenges with respect to the timing of electricity purchases
as well as the timing associated with a final/definitive determination regarding the expansion itself. This
is not unlike the challenges CEA {or any Community Choice Aggregator) faced during its initial startup
period. CEA utilizes professional risk management approaches and forward hedging cantracts to mitigate
commadity price risk for its existing customers; however, adverse price movements that may occur before
CEA initiates power purchases for the Cities’ load, could drive up costs and result In negative margins,

Utilizing historical volatility in wholesale power market prices, a likely range of potential power supply
costs and resulting net margins can be calculated. Figure 3 shows the base case operating margins and
error bars representing one standard deviation in power supply costs, assuming CEA does not initiate
procurement until March 2023, the month during which the CPUC would be expected to certify CEA’s
Implementation Plan amendment addressing expansion to the Cities. Over this eleven-month period i

® Reflects partial year of service for fiscat year ending June 20, 2024, with enroliments assumed to commence on
April 1, 2024,
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(between the date of this Expansion Assessment and March 2023), the estimated change in market prices
at one standard deviation of variation is approximately 10% relative to base case assumptions. As
reflected in Figure 3 (below), the likely range of operating margin outcomes is wide, ranging from negative
$9 million to positive $17 million. '

Figure 3: Net Surplus Sensitivity to Changes is Power Prices
Change in Operating Margin
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RESOURCE IMPACTS

Similar to the procurement approach used to support CEA’s current customers, CEA would need to acquire
various energy products to serve the Cities — it is assumed that the proportionate acquisition of such
resources would occur over time through the application of a laddered hedging strategy, as followed
under CEA’s risk management program. These energy products include Renewable Energy, Other Carbon
Free Energy (e.g., large hydro-electric), System Energy, and Resource Adequacy capacity. The quantities
will vary over time and are summarized in Table 5 below for a representative year.
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Table 5: Summary of Resources Needed to Serve the Cities

Product Quantity “Units Notes

Renewable | 630 GWh | GWh Per | Approx: half must be from long-term commitments (>= 10
Energy Year years) per RPS rules ]
Other 110to GWh Per Higher end of range would be needed to offset emissions
Carbon 200 GWh | Year attributed to PCC2 renewable energy products; lower use
Free of PCC2 products will reduce need for Other Carbon Free

volumes :
Resource 195 MW | MW per
Adequacy, Month,
System September

Peak L

Resource 160 MW | MW Per
Adequacy, Month
Local

Under California’s RPS rules, a significant portion of renewable energy purchases must be secured through
contractual commitments of at least ten years in duration. Compliance with the RPS program is measured
over multi-year compliance periods, and the earliest the expansion could occur would be during
Compliance Period 4 (2021-2024). As shown below, RPS compliance would require an increase in
renewable energy purchases during Compliance Period 4 of 337 GWh, of which 219 GWh would have to
be associated with long-term commitments. Note that CEA has voluntarily adopted higher renewable
energy targets than required by the RPS program, so the total renewable energy needed to meet CEA
policy is greater than the figures shown below.

Current CEA Membership
Compliance 2021 2022 2023 2024 Total
Period 4
Retail Sales ‘
(GWh] 399 662 1,267 1,489 3,816
Gross RPS % 35.8% 38.5% 41.3% 44.0% 41.3%
Required RPS :
(GWh) 143 255 523 655 1,576
:/5"’55 RPSLT 65.0% 65.0% 65.0% 65.0% 65.0%
0
Gross LT RPS 93 166 340 426 1,024
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Current CEA Member.shi'ﬁ 'Plusithe Cities

Compliance |. - 5501~ | 2022 2023 2024 Total
~ Period 4

Retail Sales

(GWh] 399 662 1,267 2,255 3,816
Gross RPS % 35.8% 38.5% 41.3% 44.0% 41.7%
Required RPS , ' ;
GWh] 143 255 523 992 1,913
gross RPSLT 65.0% 65.0% 65.0% 65.0% 65.0%

1]

Gross LT RPS 93 166 340 645 1,243

RESOURCE AVAILABILITY

Accommodating the Cities' expansion will require careful consideration of resource availability,
particularly for resource adequacy and long-term renewable energy products. An important element of
resource procurement will be the ability to access resources currently held by SDG&E for the benefit of
the Cities’ customers. When Cities customers transition to CEA service, SDG&E should have surplus
resource adequacy and long-term renewable energy supply, so CEA will need to arrange for the acquisition
of such supply to facititate applicable compliance mandates. If no transfer of resources occurs, either by
sale or some form of allocation, CEA would risk being unable to meet its regulatory obligations associated
with the increased load associated with Cities’ expansion,

Under existing regulation, SDG&E is required to have 100% of the local resource adequacy capacity
associated with its current customer base two years forward and 50% in the third year. With the well-
known shortages of local resource adequacy capacity in the San Diego/Imperial Valley area, this virtually
assures that accessing local RA resources held by SDG&E will be required if CEA is to meet its increased
iocal RA obligations associated with the Cities’ load.

With respect to renewable energy availabllity, the resource constraint would primarily relate to the long-
term renewable energy requirement for Compliance Period 4. PEA understands that CEA will soon have
an opportunity to pursue an allocation of SDG&E’s existing RPS portfolio, as described in Commission
Decision 21-05-030, which was adopted on May 20, 2021. Particlpation in this allocation process Is
voluntary and certain volumes would be eligible to satisfy long-term renewable energy procurement
mandates pertaining to CEA. Additional details related to this process are forthcoming with Initial
allocations expected to occur during the 2023 calendar year. To the extent that CEA can arrange such an
allocation to address the increased renewable energy requirements relating to the Cities’ expansion,
incremental procurement obligations would be somewhat diminished. If CEA chooses to forgo the
aforementioned allocation opportunity, CEA would need to enter into long-term contracts for renewable
energy starting in 2024, coincident with {or shortly after) the enroliment of Cities customers.
Development timelines for new renewable generating projects, however, would likely extend a minimum
of 24 to 36 months following the administration of a related solicitation for such supply. Depending on
how early CEA begins its procurement efforts, this could mean that new-build renewable projects may
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- hot commence operation until the 2025 or 2026 calendar years {if CEA waited until it received the CPUC’s
implementation plan certification before pursuing long-term renewable energy solicitation efforts related
to Cities expansion). If the earliest delivery for new long-term contracts occurs after 2024, associated
renewable energy deliveries could nét be used in Compliance Period 4. The RPS program makes no
accommodations for significant load increases, and there are severe penalties for not meeting the long-
term contracting obligation.

In light of the resource availability issues described above, it would be advisable to engage with SDG&E
early in the process to ensure that appropriate resource transfers and/or the previously described
renewable energy allocation process can be timely accommodated. Postponing mass enroliment of the
Citles customers into the early timeframe of Compliance Period 5 (2025-2027) would be advised if it is
deemed that sufficient resources would not be available for CEA to achieve its Compliance Period 4
requirements.

CAPITAL AND LIQUIDITY IMPACTS

Although relatively minimal, additional costs related to the prospective expansion would be incurred
during the fiscal year preceding enroliment of the Cities” accounts. These costs would relate to marketing
and outreach activities, customer noticing, regulatory and legal representation, internal operations,
resource planning and electric procurement activities that would be necessary to successfully integrate
the Cities and thelr customers in CEA's organization, There would also be increased working capital
requirements to address changes in cash flow. It is currently projected that CEA will not have sufficient
cash liquidity to internally fund pertinent activities related to the prospective expansion; the current
analysis projects a minimum of $7.6 mitlion in additional funding would be needed.

CONCLUSIONS

This assessment concludes that under current base case assumptions the expansion would yield positive
operating margins and reserve contributions, but at a level below CEA’s 5% reserve contribution target.
Due to wholesale market volatility, the likely range of outcomes is wide under scenarios reflecting typical
power price variability. Extending service to the Cities could increase CEA’s sales volume by over 80% and
would require a meaningful increase in CEA resource acquisition. Advance coordination with SDG&E for
resource adequacy and long-term renewable energy resource transfers would be strongly advised to
ensure CEA has the resources necessary to meet its regulatory obligations associated with an increase in
load. Among other resource implications, the expansion would increase CEA’s long-term RPS compliance
obligations, and meeting these heightened obligations during Compliance Period 4, which spans 2021-
2024, would be of immediate importance. Postponing mass enrollment of the Cities customers into the
early timeframe of Compliance Period 5 {2025-2027} should be considered to reduce the risk that
sufficient resources might not be available for CEA to achieve its Compliance Period 4 requirements. It is
highly likely that local resource adequacy and long-term renewable energy would need to be obtained
from SDG&E to facilitate the transfer of customers to CEA.
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