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DATE:  APRIL 18, 2019 
 
TO:  CITY COUNCIL   
   
FROM:  DEBRA ROSE 
  CITY MANAGER 
 
INITIATED BY:  CARLO TOMAINO 
  ECONOMIC DEVELOPMENT MANAGER 
 
SUBJECT:  UPDATED INFORMATION ON COMMUNITY 

CHOICE AGGREGATION  
 
 
City Council Direction: 
 
On March 5, 2019, Mayor Mark Tettemer made a motion to obtain additional 
information from staff regarding Community Choice Aggregation (“CCA”). Mayor 
Pro Tem Moatazedi and Council Member Voigts provided majority consensus 
(Attachment 1). This report provides an overview of CCAs, the opportunities and 
constraints associated with these programs, a discussion of current available 
performance measures of CCA, an update on surrounding cities, and the process 
associated with establishing a CCA. 
 
How Community Choice Aggregation Works: 
 
Under the CCA model, the Investor Owned Utilities (“IOU”) continues to act as 
the distributor of energy, maintains ownership of distribution lines, and delivers 
electricity to end-use customers.  As the distributor, the IOU performs metering, 
meter reading, usage data acquisition, billing, payment, customer care, and 
account maintenance services. Under this model, end-use customers do not see 
a significant change in day-to-day services.  However, a separate line item does 
appear on their bills for the CCA’s energy costs. 
 
A CCA purchases energy from the marketplace through the California 
Independent System Operator Corporation (“CAISO”), a nonprofit public benefit 
entity that manages the flow of electricity in California and Nevada. The CCA 
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may utilize revenues in excess of expenditures to reduce electricity rates, fund 
special programs, and/or allow for a combination of consumer savings and 
programming that meets local policy objectives established by its governing 
board. For example, some of these programs include reduced consumer rates, 
financial incentives for renewable power, or vehicle charging stations.  There are 
two commonly proposed objectives presented as reasons behind the formation of 
CCAs: 
 
• Control in the Development and Implementation of Renewable Energy: A CCA 

allows for the choice in the selection of sources of energy, allowing for 
participants to choose renewable sources of energy over traditional 
alternatives.  

 
• Economic Savings and Benefits for the Community: This policy objective 

involves securing competitive rates in the purchase of energy and setting low 
rates for residential and commercial consumers.  

 
Governance Structures: 
 
As shown below, CCAs may be organized under different governance models 
which affects the degree of control, administration, and assumed financial risk. 
 

Governance 
Structure Example Local Control Level of 

Administration  Financial Risk 

Enterprise 
Model 

City & County 
of San 

Francisco 

 
High 

(City Council 
decides) 

 
High 

(Operated by a 
legally separate 
agency or local 

municipality) 

 
 

(Risk resides with 
municipality) 

 
 
 

Hybrid Model City of 
Lancaster 

 
Moderate 

(Establishing 
agency decides, 
other agencies 

allowed to join but 
have less control) 

 
High 

(Administrative 
and operational 

decisions remain 
with lead agency) 

 
 

(Risk remains with 
establishing agency 

even as other 
agencies join) 

 
 

Joint Powers 
Authority Model 

Marin County 
Clean Energy 

 
Low/Moderate 
(Collaborative 

public agency in 
multiple 

jurisdictions make 
decisions through 

agreement) 

 
Moderate 
(Control in 
operational 

decisions spread 
out over multiple 

agency 
representatives) 

 
 (Risk is spread over 

multiple agencies; 
more complex in 

considering liability, 
funding, and 

programming) 
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   Opportunities and Constraints of Forming a CCA: 
 

Opportunities Constraints 
• Local Control: CCA can provide 

direct access to energy and control 
over rates and costs to community 
especially in Enterprise Model.  
 

• Energy Rates: CCAs can transfer 
potential savings to residential and 
commercial consumers. 

 
• Energy Programs: A CCA can create 

incentives to install and use renewable 
energy products 

 
• Simple Enrollment: Residents and 

businesses are automatically enrolled, 
making the transition relatively 
seamless. 

 
• Promoting Renewable Energy: 

CCAs can be a valuable tool in helping 
local governments meet State 
mandates. 

• Energy Prices: Electricity is a 
commodity and, as such, its price 
varies based on market trends. IOUs 
are able to mitigate market volatility by 
locking in rates over 5- to 20-year time 
frames. 
 

• Upfront/Start-Up Costs: CCAs require 
initial start-up funding for their first 1-2 
years. These amounts may vary 
depending on the size and structure of 
a CCA. 

 
• Opt-Out Provision: Because 

customers may choose to opt out of 
CCA services, higher than average opt 
out rates (i.e., greater than 10%) may 
reduce program revenues and increase 
fixed costs for customers. 

 
• Operating Costs: While CCAs are, in 

theory, self-funded; higher energy 
acquisition costs, administrative 
expenses, and other factors can 
reduce the feasibility of a CCA. 

 
• State Mandates: Future State 

legislation and CPUC decisions could 
increase the percentage of renewable 
energy sources required, thereby 
affecting pricing. State legislators could 
also increase reporting and 
administrative requirements that would 
increase operational overhead costs 

 
Potential Exit Fees:  
 
In addition to these potential opportunities and constraints noted, there is some 
uncertainty regarding regulations of the fees traditionally associated with the 
transition form an IOU energy distribution model to a CCA. The California Public 
Utilities Commission determines a CCA’s financial obligation to IOUs when 
residents are transferred to the CCA.  In other words, there is a financial 
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reconciliation process that determines how much money the IOU is owed 
because it is losing customers to the CCA.  The Power Charge Indifference 
Adjustments (“PCIA”) or “exit fees” are charged to the CCA. Recently, the CPUC 
has been reevaluating these fees and has yet to reach a final decision on how 
these fees will be modified or reformed. Although a final decision has not been 
made, the exit fees could increase costs by from 2.5% - 5% for customers 
previously served by Southern California Edison (“SCE”).   
 
Reports and Metrics for Customer Cost Savings: 
 
CCAs measure performance in several ways, depending on a CCA’s established 
mission and community priorities. Marin Clean Energy (“MCE”) for instance 
releases an annual report on energy savings or the amount of megawatt hours 
(1-megawatt hour or MGH = 1000 kilowatt hours or kWh) saved by energy 
efficiency programs. MCE prioritizes the affordability of renewable energy 
services for all residents including those from low-income backgrounds and in 
multifamily residences. A CCA may issue rebates based on incentive programs, 
like the previously mentioned energy efficiency programs, that use excess 
revenues or cost savings on energy to fund these incentives.  
 
MCE also provides a cost comparison of monthly rates for customers based on 
the type of energy profile and customers’ energy usage. The following table 
reflects the cost comparison between MCE consumers’ average monthly charges 
and Pacific Gas and Electric (“PG&E”) consumers’ average monthly charges, 
based on similar program profiles and user categories. For the City Council’s 
information, staff provides a comprehensive breakdown of generation, delivery, 
surcharge, and total cost rates per kilowatt hour (kWh) for each user profile and 
category (Attachment 1). User profiles shown on the top row represent the 
program options available to consumers. User categories (shown on the far-left 
column) are broken down based on the amount of energy used in kilowatt hours. 
 
Table 1: MCE vs. PG&E Average Monthly Bill Comparison 

Average Monthly 
Bill PG&E 

PG&E 
Solarchoice 

(100% 
Renewable) 

MCE Light 
Green (50% 
Renewable) 

MCE Deep 
Green (100% 
Renewable) 

 Residential ($)1 $126.89  $137.08  $123.94  $129.03  
Small/Medium 

Commercial ($)2 $294.99  $305.19  $287.03  $299.47  

Large 
Commercial ($)3 $40,173.33  $41,231.78  $38,581.83  $40,694.97  

 
1 Monthly Usage: 450 kWh:  Rates are current as of March 1, 2018 
 
2 Monthly Usage: 1,244 kWh.  Rates are current as of March 1, 2018 
 
3 Monthly Usage: 211,315 kWh, monthly demand: 561 kWh.  Rates are current as of March 1, 201 
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Table 1 reflects a monthly savings for residential customers of approximately $3 
per month for CCA customers enrolled in the MCE Light Green program 
compared to the average PG&E bill. This may save residents enrolled with MCE 
an average of $36 per year. Small and medium commercial customers could 
save approximately $8 per month under the CCA’s Light Green profile compared 
to the average PG&E bill. This model appears to save small and medium 
businesses enrolled with MCE an average of $96 per year. Finally, this 
comparison demonstrates a monthly savings for large businesses of 
approximately $1,590 per month under the CCA’s Light Green profile as opposed 
to the regular PG&E average bill profile. This program may save large 
businesses that are enrolled with MCE an average of $19,000 per year. 
 
The following table reflects the cost comparison between SCE customers’ and 
Clean Power Alliance (“CPA”) customers’ average monthly charges.  CPA is the 
CCA agency in Los Angeles County and surrounding communities including 
unincorporated areas of Ventura County and several additional cities. This display 
offers a current and local comparison of rates between customers of a Southern 
California CCA and customers of SCE, the IOU provider for a large portion of 
Southern California. For the City Council reference, staff is providing a more 
comprehensive breakdown of generation, delivery, surcharge, and total cost rates 
per kilowatt hour (kWh) in each user profile and category of user (Attachment 2). 
The user  profiles are found on the top row and user categories are found on the 
far-left column. 
 
Table 2: CPA vs. SCE Average Monthly Bill Comparison 

 
Table 2 reflects a monthly savings for residential or domestic customers of about 
$0.88 per month for CCA customers enrolled in the CPA Lean Power program 
compared to the regular SCE average bill. This may save residents enrolled with 

 
4 Monthly Usage: 560 kWh:  Rates are current as of January 1, 2019 
 
5 Monthly Usage: 1,002 kWh:  Rates are current as of January 1, 2019 
 
6 Monthly Usage: 285,705 kWh:  Rates are current as of January 1, 2019 

Average 
Monthly Bill SCE 

SCE Green 
Rate 
(50% 

Renewable) 

SCE Green 
Rate 

(100% 
Renewable) 

CPA Lean 
Power 
(36% 

Renewable 

CPA Clean 
Power 
(50% 

Renewable) 

CPA Green 
Power 
(100% 

Renewable) 
 Residential 

($)4 $111.79 $119.31 $126.83 $110.91 $111.86 $119.93 

Small 
Commercial & 
Industrial ($)5 

$182.72 $190.52 $198.32 $175.36 $177.09 $191.79 

Large 
Commercial & 
Industrial ($)6 

$34,638.87 $38,627.32 $42,610.04 $34,267.64 $34,639.40 $37,789.98 
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CPA an average of about $11 per year. Savings increase when comparing the 
costs of renewable energy programs. CPA Green Power customers save an 
average of about $7 per month or $83 per year when compared to SCE customers 
enrolled in the comparable Green Rate program with 100% renewable energy. 
 
Small commercial and industrial users may save approximately $7 per month 
under the CCA’s Lean Power profile as opposed to the regular SCE average bill 
profile. This model appears to save small commercial customers that are enrolled 
with MCE an average of $84 per year. These savings are also consistent for the 
100% renewable profile comparison and are doubled in the cost savings for a 
CPA customer enrolled in the Clean Power program as opposed to SCE’s Green 
Rate 50% renewable program. 
 
Finally, Table 2 reflects a monthly savings for large commercial and industrial 
customers of approximately $416 per month under the CPA’s Lean Power profile 
compared to the regular SCE average bill profile. This program may save large 
sized businesses enrolled with CPA an average of approximately $5,000 per 
year. Savings are greater for large commercial and industrial businesses enrolled 
in CPA’s Clean and Green Power programs as opposed to SCE 50% or 100% 
Renewable Green Rate profiles. A large business could potentially save 
approximately $47,855 annually under CPA’s Clean Power option or $57,840 
annually under CPA’s Clean Power option. 
 
Opportunities for Cost Savings, Energy Efficiency Programs, and Other Benefits 
 
As demonstrated by cost comparisons between PG&E and MCE and between 
SCE and CPA, customers may see reduced monthly bills by participating in a 
CCA. Taking for an example the case of MCE, a well-established CCA. Large 
commercial or industrial businesses can save an average of $19,000 a year with 
MCE and $47,855 per year with CPA. Moreover, as a result of having a large 
network of participating cities and customers, CCAs also are able to roll out 
widespread energy efficiency programs aimed at saving energy itself in addition 
to saving money spent on obtaining that energy. The benefits of saving energy 
may result in cost savings and additional environmental benefits by reducing the 
amount of natural resources spent and the environmental impact associated in 
the production of energy.  
 
It is important to note that while cost savings and cost effectiveness ratios are 
often used to measure the performance and effectiveness of these energy 
efficiency programs and of CCAs, there are other benefits not captured by 
traditional performance measurements. These include avoided costs such as 
those associated with the release of greenhouse gases in the production of 
energy, energy saved in the transmission and distribution of energy, and other 
non-energy benefits (“NEBs”). A list of these NEBs are listed on the following 
table.  
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Examples of Non-Energy Benefits (by Beneficiary)7 

Utility System Participants Society and State 
• Fewer notices, calls, 

and collection costs 
• Reduced ancillary 

services costs 
• Improved power 

quality and reliability 
 

• Control over bill and 
energy decisions 

• Lower operating and 
maintenance costs 

• Reduced tenant 
turnover 

• Economic 
development benefits, 
including job creation, 
increase in personal 
income and state GDP 
benefits 

• Attracting businesses 
that demand clean 
energy/EE (and 
concomitant economic 
development benefits) 

 
Current Renewable Options Under IOU Distribution Models: 
 
Under SCE’s current programs, residential and commercial customers can 
individually opt-in to purchase renewable energy.  SCE currently offers two 
programs: the Green Rate program and the Community Renewables Program.  
The Green Rate Program allows the utility to purchase renewable energy on 
behalf of the resident.  Under the Community Renewables Program, the resident 
enters into an agreement with a California renewable energy provider to buy a 
share of its energy output.  The utility purchases electricity produced under that 
agreement and provides the resident bill credits to generate and distribute 
power.8  Both programs emphasize individual choice and direct investment in 
renewable sources of energy even if a customer is not able to use other methods 
of promoting renewable energy such as installing their own solar panels. These 
programs make it possible for individual customers or residents to prioritize 
renewable sources at their own individual cost without the need to create a CCA. 
 
In terms of the cost to consumers, residential or commercial customers who 
enroll in the Green Rates program pay a surcharge and higher generation rate 
per kilowatt hour. The estimated change in cost is estimated to be an increase of 
$0.031 per kilowatt hour for domestic customers based on the percentage of their 
usage designated as renewable (50% or 100%). The estimated change in cost 
for commercial customers is estimated to increase between a $0.019 and $ 
0.0413 per kilowatt hour under the Green Rate Program depending on the size 
and usage of the business. The Community Renewables program functions like a 
CCA as an individual directly purchases energy from a provider. While these 

 
7 Source: Skumatz Economic Research Associates, 1996, 2004 
 
8 The previous cost comparison uses information from the Green Rate program as the cost of the 
Community Renewables program varies and involves a more complex system of credits, customer 
investment, and an agreement with the renewable energy provider. 
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programs allow individual customers (i.e., residents and businesses) to choose to 
source their energy from renewable sources, these do not allow for possible 
community-wide changes, savings, or other benefits.  
 
Operational Costs and Projected Community-Wide Savings: 
 
Although cost savings to the community are roughly estimated to range around 
4% - 6% of total current operational costs under the existing IOU model, initial 
start-up costs and operational costs are important considerations. A feasibility 
study would permit the City to more specifically look at a more accurate range of 
start-up and operating costs of forming a CCA. Based on the information 
provided by the City of Newport Beach, start-up costs are estimated to be 
$660,000. A feasibility study would provide more precise estimates based on the 
City’s actual service population and information about SCE rates that the firm 
conducting the feasibility study would provide. 
 
Neighboring City Decisions and Concerns: 
 
Staff contacted the cities of Laguna Beach, Newport Beach, and Mission Viejo 
which recently completed feasibility studies.  These cities either decided not to 
proceed with CCA formation or are waiting for other cities to complete their own 
feasibility studies. Among the reasons for not advancing the CCA formation 
process is the uncertainty surrounding savings due to the CPUC’s decision to 
adjust exit fees, which may effectively increase the cost to customers who leave 
IOUs. In general, cities cited other uncertainties associated with the regulations 
of utilities including CCAs that may reduce cost savings. These possible 
regulatory changes involve the storage of energy and having back up energy 
reserves, both of which can be costly capital projects for newly formed CCAs. 
 
Moreover, some cities cited start-up costs, operational costs, and the level of 
expertise needed to run a CCA as reasons not to proceed. For this reason, most 
cities contacted by staff indicated they are waiting to hear about further steps 
taken by surrounding cities.  The City of Irvine is in the process of conducting a 
feasibility study, and the results are expected to be available this month. Upon 
the release of its feasibility study results, Irvine may decide to move forward with 
a CCA formation and possibly collaborate with other surrounding cities.   Based 
on staff’s inquiries, there is a general consensus that a regional CCA would likely 
be the most efficient model should there be multiple cities interested in its 
formation. 
 
Potential Next Steps: 
 
To more comprehensively assess how these opportunities, constraints, and 
uncertain changes will impact the costs and implementation process of forming a 
CCA, a feasibility study is the next step for a local community considering a CCA 
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formation. The feasibility study provides an economic analysis of the 
community’s electric usage, a comparison of the IOU’s rates to current market 
prices, and an estimate of community-wide savings when compared to current 
market prices.  A stand-alone study takes approximately three to four months 
and cost approximately $25,000 to $100,000.  Staff worked with Sustain 
Southern California (“Sustain SoCal”) to reduce the overall cost of a regional 
feasibility study. The cost of a feasibility study would be divided among the 
participating cities and cost approximately $9,000, depending on whether enough 
cities choose to participate in this joint study and possible subsequent CCA 
formation. 
 
Staff plans to include a side request in the Fiscal Year 2019-20 Operating Budget 
that would allow the City Council to approve a budget allocation for the $9,000 
feasibility study through Sustain Southern California.  The City Council may, at 
that time, either direct staff to negotiate a contract with Sustain Southern 
California and initiate a feasibility study or take no further action on this item.  
 
Fiscal Impact 
 
A line item for the cost of $9,000 to conduct a joint feasibility study shall be 
added to the proposed Fiscal Year 2019-2020 Budget. If the City Council 
chooses to approve the budget item, the appropriate amount will be allocated to 
perform of a CCA feasibility study through Sustain SoCal. The cost associated 
with forming a CCA would be developed through the feasibility study analysis. 
 
Attachments 
 
1. Minute Excerpt – March 5, 2019 City Council Meeting 
2. Customer Cost Comparisons Between IOU and CCA Models 
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