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City Council Agenda Report 

Meeting Date: August 15, 2017 

Department: City Manager 

   

SUBJECT:  

DISCUSSION AND POTENTIAL ACTION REGARDING COMMUNITY CHOICE 
AGGREGATION 

RECOMMENDED ACTION(S): 

Exercise City Council Discretion 
 

 

EXECUTIVE SUMMARY: 

The City Council agendized a discussion item regarding Community Choice 
Aggregation or Aggregators (“CCAs”) which enables local jurisdictions to form a 
separate public agency that purchases energy directly from power suppliers 
rather than Investor-Owned Utilities (“IOU”) such as Southern California Edison 
(“SCE”).  Generally, the CCA purchases energy from the marketplace at a 
competitive rate, generates revenue from the sale of the energy, and utilizes 
revenues in excess of expenditures to reduce rates, fund special programs (e.g., 
rebates for solar panels), or allow for a combination of consumer savings and 
programming.  Depending on the local policy preferences of the CCA, these 
programs are used to meet renewable energy and climate change policies or to 
incentivize local economic growth.  CCAs can be managed by individual counties 
or cities, as part of a Joint Powers Authority, or under a hybrid approach where 
one community is the lead agency and other communities subsequently join the 
CCA.    
 
There are various opportunities such as enhanced local control and potentially 
reduced energy costs to encourage the establishment of CCAs.  Concurrently, 
constraints such as the unpredictability of energy prices, start-up costs, current 
and future State mandates, and potentially significant exit fees imposed by the 
IOU can create risk for CCAs.  Notwithstanding these issues, multiple cities 
across California and some in Orange County are exploring the potential of 
forming CCAs.  The first step in this process is to perform a feasibility study to 
understand the financial viability of a potential CCA.   
 
Staff is requesting further direction regarding: 
 

1. The City Council’s interest in exploring the potential formation of a CCA by 
retaining a qualified consultant to conduct a feasibility analysis. 



 
Alternatively, the City Council could direct staff to:    
 

2. Continue monitoring developments regarding CCAs in Orange County,                
evaluating possible options to join a Joint Powers Authority or an 
established CCA and report back to the City Council at a later time. 

 
Establishing a CCA is likely a multi-year process requiring multiple steps and 
coordination with the local IOU.  Any further course of action is dependent upon 
City Council direction.   
 

 

 

BACKGROUND: 

City Council Direction: 
 
On April 4, 2017, Council Member Robinson made a motion to discuss 
Community Choice Aggregation at a future Council meeting.  Mayor Voigts and 
Council Members Hamilton and Gardner provided majority consensus.  This 
report provides an overview of Community Choice Aggregators (“CCAs”), 
program activities, governance models, as well as the opportunities and 
constraints, and possible next steps in the process. 
 
Energy Distribution Models: 
 
In California, there are essentially three energy distribution models.  The most 
common are Investor-Owned Utilities (“IOUs”).  IOUs are private electricity and 
natural gas providers overseen by the California Public Utilities Commission 
(“CPUC”).  An IOU provides services in a geographic area and has shareholders 
and stockholders.  Additionally, its rates are set to cover the cost of business and 
a return on investment.   Pacific Gas and Electric, San Diego Gas and Electric, 
and Southern California Edison comprise approximately three quarters of the 
electricity supply in California.   
 
As defined by the California Public Utilities Commission (“CPUC”), CCAs are 
governmental entities formed by cities, counties, or Joint Power Authorities 
(“JPAs”) to serve the energy requirements of local residents and businesses.  
CCAs were enacted by Assembly Bill 117 (“AB 117”) in 2002.  CCAs are “opt-
out” programs that enable local governments and special districts to purchase 
energy, set rates, and sell electricity directly to customers as an alternative to 
traditional IOUs.  For this reason, CCAs are sometimes referred to as the “retail 
choice” model.  As reflected below, some cities, such as the City of Anaheim, 
own and operate municipal public utilities (“Muni Public Utility”) and are 
responsible for every aspect of the process including energy acquisition, 
transmission, customer service, billing, and various other activities.   



Figure 1 below illustrates the three primary energy distribution models along with 
the purchase, transmission, and customer service functions. 
 

Figure 1: Energy Distribution Models  
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Roles and Responsibilities of Community Choice Aggregators: 
 
Under the CCA model, the IOU turns operational control of electric generation 
facilities over to the California Independent System Operator Corporation 
(“CAISO”) a non-profit public benefit entity that manages the flow of electricity in 
California and Nevada.  CAISO operates the transmission of electricity by routing 
electrons and maximizing the transmission system and its generation sources.  
CAISO also acts as a broker of energy matching buyers and sellers of energy.   
 
The IOU continues to act as the distributor under the CCA Model and retains 
ownership and operation of the distribution lines in its territory and delivers 
electricity to end-use customers.  In that role, the IOU continues to offer the 
following services: metering services, meter reading and usage data acquisition 
services, validating, editing, and estimating, billing and payment services, 
customer care, and account maintenance.  Consequently, CCA customers do not 
see a significant change in day-to-day services. 
 
The CCA purchases energy from the marketplace through CAISO at a potentially 
more competitive rate than the IOU, generates revenue from the sale of the 
energy, and utilizes revenues in excess of expenditures to reduce rates, fund 
special programs (e.g., rebates for solar panels), and/or allow for a combination 
of consumer savings and programming.  Moreover, the CCA implements 
programs that meet the local policy objectives of the governing board.  These 
may include reduced consumer rates or financial incentives for renewable power 
such as solar panels or vehicle charging stations. 



 
There are several established CCAs throughout California.  Established CCAs 
include: Apple Valley Choice Energy (City of Apple Valley), Clean Power SF (City 
of San Francisco), Lancaster Choice Energy (City of Lancaster), Los Angeles 
Community Choice Energy, Marin Clean Energy (JPA consisting of 24 agencies), 
Peninsula Clean Energy (JPA consisting of San Mateo County and all of its 
Cities), Redwood Coast Energy Authority (JPA consisting of 8 agencies), Silicon 
Valley Clean Energy (JPA consisting of 12 agencies), and Sonoma Clean Power 
(JPA for Mendocino and Sonoma Counties).  Additionally, Orange County Cities 
including Huntington Beach, Laguna Beach, and Newport Beach are beginning to 
explore the possibility of a CCA by initiating preliminary feasibility studies.  
 
 

 

DISCUSSION: 

Purpose of Community Choice Aggregators: 
 
CCAs have become more prevalent recently due to increased desire to meet 
renewable energy goals and/or support economic development.  Most commonly 
in Northern California, the formation of a CCA is centered on policy decisions 
focused on ensuring that energy used by the community is purchased from 
renewable sources such as solar, wind, geothermal heat, and hydroelectricity.  
This is also a response to State-initiated climate change efforts to ensure that 
renewable portfolios comprise 33% of all electricity usage by 2020 and 50% by 
2030.    
 
CCAs are also viewed as a means to reduce rates for residential and commercial 
consumers, thereby providing general economic benefits to the community.  
Under the CCA model, the agency purchases energy on behalf of the community 
and generates revenue through its rate structure – which is designated by the 
CCA Board. Revenue generated by the CCA funds administration, operational 
components, and other program activities.  Because the CCA set rates, it can 
design the rate structure to provide a cost savings to consumers provided the 
energy is purchased at a lower cost.  
 
Governance Structures: 
 
Based on staff’s research, there are three primary governance structures used 
for CCA’s.   
 
• Enterprise Model (City and County of San Francisco):  A local municipality, 

under a legally separate governmental agency, runs the operational 
components of the CCA.  Under this model, the city council or commission is 
empowered to make policy and rate-making decisions.  This model offers the 



greatest level of local control in that the City Council would make policy 
decisions but also the greatest level of administration and possible financial 
risk associated with the program. 
 

• Hybrid Model (City of Lancaster):  The agency that initially establishes the 
CCA retains control over policy and operational decisions, however, other 
agencies are allowed to join and revenues from these communities fund the 
expanded scope of the CCA.  This structure is common where a county 
initially formed the CCA and other cities subsequently join.  This structure 
offers the least amount of local control because it vests the administrative, 
operational, and financial challenges with the lead agency.   

 
• Joint Powers Authority Model (Marin County Clean Energy):  A collaborative 

public agency in which multiple jurisdictions share in policy-making, 
administration, and operations through an agreement.  Agencies interested in 
forming a JPA ensure a common vision shared among all participating 
communities to prioritize rates and customize programs.  Control over the 
decision-making process is spread out over multiple agencies which 
collectively, mitigate potential constraints associated with the Hybrid Model.  
There are various other factors that should be considered such as liability, 
funding, and programming.   

 
Opportunities and Constraints: 
 
While CCAs have been an option in other states for several years, these are still 
relatively new in California.  Given the relatively limited context in California, it is 
important to highlight both the opportunities and constraints associated with 
CCAs: 
 
Opportunities:   
 

• Local Control:  Provides direct access to energy and local control in 
setting energy rates for the community, particularly in a CCA model where 
a single municipality runs the program. 

 

• Energy Rates:  CCAs can pass along potential savings to residents and 
the business community.  The City of Lancaster’s CCA notes on its 
website a potential savings of approximately 7 to 8 percent for residential 
and commercial customers using a portfolio that includes 35% renewables.  

 

• Energy Programs:  The CCA can create energy incentive programs with 
its revenue that provide discounts or rebates for the installation of 
renewable energy products. 

 



• Simple Enrollment:  Residents and businesses located within the CCA 
boundaries are automatically enrolled in the program, making the transition 
from the IOU model to the CCA program simple.   Customers may opt-out 
of the program if desired.   

 

• Promoting Renewable Energy:  CCAs can help local communities meet 
State mandates related to greenhouse gas emission and climate change 
policies. 

 
Constraints: 
 
• Energy Prices:  Electricity is a commodity with market variability.  To mitigate 

this, IOUs purchase energy and lock in rates over a 5, 10, or 20-year period. 
Additionally, as reflected by existing CCAs such as the City of Lancaster, a 
portfolio with a higher percentage of renewables is likely to increase cost 
beyond the basic rate offered by the IOU. 
 

• Upfront Costs:  As with other enterprise funds, CCAs require initial start-up 
funding for the first year or two of operations.  Depending on the size and 
structure of the CCA, significant capital may be required to fund these efforts. 

 

• Opt-Out Provision:  Customers within the service area are automatically 
enrolled in the CCA.  Customers that do not wish to participate in the CCA 
may opt out of the service and revert to being served directly by the local IOU. 
Higher than average opt-out rates (i.e. greater than 10%), reduce program 
revenues and can increase fixed costs per customer. 

 

• Operating Costs:  CCAs are intended to be self-funded based on revenues.  
However, higher energy acquisition costs, administrative expenses, and other 
factors can reduce the feasibility of the program. 

 
• State Mandates:  The California State Legislature or the California Public 

Utilities Commission could continue to dictate the purchase of a higher 
percentage of renewables which would affect pricing. This is an important 
consideration for CCAs that are established as an economic development 
tool. In addition, future State legislation could affect CCA reporting and 
administrative requirements, further increasing overhead costs. 

 
Potential Exit Fees: 
 
The CPUC establishes CCA guidelines and regulates the formula that 
determines a CCA’s financial obligation to the IOUs to ensure remaining IOU 
customers will not pay higher rates.  The CCA negotiates a payment schedule 



with the IOU as part of a Service Agreement.  Recently, some IOUs and CCAs 
began voicing concerns regarding the current Power Charge Indifference 
Adjustments (“PCIA”) formula, also known as “exit fees.”  These issues have 
recently prompted the CPUC to begin hearing the issue of exit fees based upon 
stakeholder input. PCIA costs will vary by community and can present 
operational constraints in the form of unknown and potentially expensive 
additional program costs.   
 
Next Steps: 
 
As noted, there are both opportunities and constraints associated with CCAs.  In 
addition, the governance model has broad implications for the operation of the 
program.  For example, while a JPA structure mitigates risks it also requires 
coordination with other jurisdictions regarding energy policy and rates which may 
not be consistent across multiple cities.  Conversely, a CCA that only includes 
Lake Forest may not be financially feasible or may not generate sufficient 
economics of scale to create significant consumer savings.    
 
Given the analysis and considerations noted above, if the City Council believes it 
has sufficient information, staff is requesting further direction regarding: 
 

1. The City Council’s interest in exploring the potential formation of a CCA by 
retaining a qualified consultant to conduct a feasibility analysis. 

 
Alternatively, the City Council could direct staff to:    

 
2. Continue monitoring developments regarding CCAs in Orange County, 

evaluating possible options to join a Joint Powers Authority or an 
established CCA and report back to the City Council at a later time. 

 
If the City Council desires to advance this process, the feasibility study would 
provide the City with an economic analysis of the community’s electric usage, a 
comparison of Southern California Edison rates to current market prices, and an 
estimate of community-wide savings when compared to current market prices.  A 
study is anticipated to take three to four months and cost approximately $25,000 
to $30,000. 
 

 

FISCAL IMPACT: 

There is no fiscal impact associated with the recommended action.  Based on 
staff’s preliminary research, a feasibility study could range from $25,000 to 
$30,000.  If directed by the City Council to initiate a study, staff would request a 
budget appropriation for this activity at the mid-year review for Fiscal Year 2017-
2018. 



 
 

 

ATTACHMENTS: 

Minute Excerpt from April 4, 2017, City Council Meeting 
 

Initiated By: Amanda Wicker, Senior Management Analyst  
Submitted By: Carlo Tomaino, Assistant to the City Manager 
Approved By: Debra Rose, City Manager  
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