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CITY OF SANTA BARBARA


COUNCIL AGENDA REPORT

AGENDA DATE:
May 6, 2008
TO:
Mayor and Councilmembers

FROM:
City Administrator’s Office 
SUBJECT:
Letter Of Interest For Community Choice Aggregation (CCA) 
Feasibility Study Concise 
RECOMMENDATION:


That Council authorize the City Administrator to send a letter of interest to the Community Environmental Council (CEC) to participate in a feasibility study to pursue a model of Community Choice Aggregation to buy and sell electricity to the community, contingent on specified conditions being met. 
DISCUSSION:

Background

On November 20, 2007, the City Council received a request from the Community Environmental Council to participate with other local governments in a low cost feasibility study for Community Choice Aggregation (CCA).  The purpose of a CCA model is to increase renewable electrical generation for the community and lower electricity costs.  The Council unanimously voted to forward the request to the Sustainability Council Committee for consideration.

On February 25, 2008, the Sustainability Council Committee heard a presentation from staff describing the Community Choice Aggregation model and key questions regarding the feasibility and responsibility of purchasing electricity for the community, a role currently held by Southern California Edison (SCE).  The Committee forwarded a recommendation to Council to prepare a letter of interest to pursue a feasibility study on the CCA model noting the CCA partner agencies that would participate in the study and share in its cost.

Community Choice Aggregation
With the failure of market deregulation and electricity market restructuring in 2002, residents and businesses are required to purchase electricity from an existing investor-owned or municipal electricity service provider.  Direct access was suspended, curtailing the ability of the community to choose an electricity provider.  

Southern California Edison is the default electricity service provider for the City of Santa Barbara and Santa Barbara community.  Renewable energy sources currently provide 17% of Edison’s current electricity portfolio.  California’s Renewables Portfolio Standard (RPS) was established in 2002 and requires electric utilities to purchase renewable energy resources equivalent to 20% of the total portfolio by 2010 and 33% by 2020.  The RPS is administered by the California Public Utilities Commission and the California Energy Commission.
To help local governments expand the generation of energy and provide electricity to their communities, the Community Choice Aggregation (CCA) model was established through California Assembly Bill 117.  Several communities are investigating the feasibility or planning implementation of a CCA, including Kings/Fresno County, Marin County, and the City and County of San Francisco.  A few communities hope to use CCA to exceed the RPS renewable requirements.  There are no local governments currently operating as a Community Choice Aggregators, posing a challenge to Santa Barbara to learn about CCA without a successful example.
Proponents envision several benefits to pursue a CCA model.  The primary benefit is development of local renewable energy sources and attaining a higher renewable energy mix than currently available or required by investor owned utilities.  There is a potential for affordable renewable energy rates for the community due to the lower cost of public financing, compared to private financing.  The model provides governments with local decision-making authority to develop an electricity portfolio and establish a rate structure. 

To create greater purchasing power and compete for renewable energy contracts, a Joint Powers Authority (JPA) would be established with neighboring agencies.  The JPA would be responsible for the procurement of a diverse portfolio of energy and ensuring stability in electricity costs for the community.  Edison would retain responsibility for existing transmission lines and the delivery system.  All customers within the boundaries of the JPA agencies would receive electricity from the CCA by default and must request to opt out of the program.
After analyzing the CCA model, staff has several concerns about the viability of CCA.  These concerns include the following:

· Can a CCA buy and sell electricity at prices lower than investor owned utilities?
· Can a CCA develop a diverse and reliable portfolio and schedule power to meet the full energy demand of the community at a reasonable cost?
· Can a CCA develop local energy generation and build new transmission lines to support the system?

· Can a CCA compete with Edison and other utilities to meet the renewable energy deadline requirements by 2010 (20%) and 2020 (33%)?

· What resources are needed for the City to manage a CCA?
Feasibility Study
A feasibility study would be the first step to establish the viability of a CCA model and evaluate the opportunities and risks.  A feasibility study would provide more details on the required management structure, community energy use, optimum energy portfolio, initial investment, operating costs, and community interest.  Staff has worked with CEC to outline the initial parameters of a feasibility study and is recommending that Council initiate a feasibility study, contingent on the following conditions being met:

· Participation of the following agencies in the funding, planning, and selection of a consultant to conduct the study:
· County of Santa Barbara for areas served by Southern California Edison

· City of Goleta

· City of Carpinteria

· City of Ventura
· The participating government agencies would select the contractor for the feasibility study and manage the feasibility study contract.  
A feasibility study is anticipated to cost between $75,000 and $100,000.  The cost of the study would be shared by the participating agencies based on population.  This formula could change based upon further discussions with the other agencies.  There is a possibility of offsetting the total cost through grant funding from the California Energy Commission.  When other specified agencies agree to participate and jointly fund the feasibility study, the proposed contract and scope of work for the feasibility study would return to Council for approval.  
Once the feasibility study is completed, the results would need to be analyzed and Council would reach a decision point to consider pursuing the next step.  To proceed, a Joint Power Authority would need to be established.  An implementation plan would also need to be developed and submitted to the California Public Utilities Commission for approval.
Staff estimates that significant staff resources would be devoted to analyze the feasibility study findings, create a Joint Powers Authority, and develop an implementation plan.  Staff positions would need to be added to handle the additional workload.  The staff and funding resources to administer a CCA program on an ongoing basis would also need to be determined.

Sustainability Impact

The implementation of a Community Choice Aggregation model to procure electricity on behalf of the community could enable the community to purchase a higher level of renewable energy as part of the overall electricity portfolio.  
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