SAN DIEGO REGIONAL COMMUNITY CHOICE ENERGY AUTHORITY

Staff Report — Item 9

To: SDRCCEA Board of Directors

From: Mark Fulmer, MRW & Associates
Shawn Marshall, LEAN Energy US

Cc: Cody Hooven, SDRCCEA Interim Executive Officer
Director/Chief Sustainability Officer, City of San Diego

Subject: SDRCCEA Implementation Plan — First Draft Review and Discussion

Date: November 21, 2019

Staff Recommendation

This is an information and discussion item only; however, staff encourages the Board to
carefully review the first draft of SDRCCEA’s Implementation Plan and provide comment and
feedback so that a final version may be adopted by the Board at its December 9t meeting.

Background
The California Public Utilities Commission (CPUC) requires all new and expanding Community

Choice Aggregators (CCAs) to submit an Implementation Plan that describes the key features of
their CCA program. The Implementation Plan is a statutory requirement under Public Utilities
Code, Section 366.2.(c)(3). The Plan must be formally approved by the SDRCCEA Board before
it goes to the CPUC, anticipated to be within several days after the December 9, 2019 Board
meeting. Once submitted, the CPUC has 90 days to certify the Plan (approximately mid-March),
unless Commission staff comes back with questions or requests additional information.

Discussion and Analysis

At its first Board meeting on October 31, 2019, staff and consultants provided an overview of
the contents and key decisions required to draft an Implementation Plan for CPUC certification.
A key consideration is that the Implementation Plan is a compliance document; the Board may
adjust various aspects as they begin to make decisions about business operations, such as
energy supply content. The draft included here as Attachment A is in full conformance with
statutory requirements and is responsive to Board direction in the following areas:

1) Energy Supply. The DRAFT Plan states that SDRCCEA proposes to offer two power
options at its program launch. The default/base product option will have a power mix
that is at least 50%, and up to 60%, renewable portfolio standard (RPS) qualified
renewable. The second, voluntary option will be 100% RPS qualified renewable. The



Plan also describes the process underway to retain energy service provider support and
the timing for power procurement activities.

2) Customer Phasing. The Plan specifies that SDRCCEA will offer service to all customers on
a phased-in basis, which is expected to begin in March 2021. The proposed phasing
schedule is as follows:

Phase 1 (March 2021) All municipal accounts and potentially some large commercial
accounts to ensure adequate revenues for subsequent phases.

Phase 2 (July 2021) Remaining commercial, industrial, agriculture, street lighting and
traffic control accounts; and

Phase 3 (November 2021) All residential accounts and any remaining service accounts
that may have been omitted during Phase 2.

3) Rate Strategy. The Plan indicates that SCRCCEA will match SDG&E's tariff structure, that
it will be competitive with SDG&E generation rates and that it is targeting a 2%-4%
generation rate discount at the time of launch.

4) Organizational Structure. The Plan provides a description of SDRCCEA’s planned
organizational structure, key vendor contracts that will support implementation and
operations, and the interim staff support provided by the City of San Diego and other
member agency staff. Staff and consultants are working on a proposed organization
chart that will be added to the Plan prior to its adoption by the Board in December.

5) Financial Information. The Plan provides financial information including total projected
start-up costs and how they will be funded. The Financing section references the City of
San Diego’s initial funding, as well as the process underway to obtain a working capital
line of credit of up to $40 million. Pending Board action on December 9", the Plan will
be updated to include the name of the third-party creditor and the final loan amount.

The Draft Implementation Plan’s financial and load tables are based on the pro forma analysis
provided in the Request for Proposals for banking services. Before the final version, it will be
updated to include the full load data for all five member parties and updated market
conditions.

Attachments: SDRCCEA DRAFT Implementation Plan
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1. INTRODUCTION

1.1 Statement of Intent

San Diego Regional Community Choice Energy Authority (“SDRCCEA?”) is a California Joint
Powers Agency formed on October 1, 2019 for the purpose of providing a Community Choice
Aggregation (“CCA”) program through which to serve the retail electric service accounts of five
SDRCCEA communities including the Cities of Chula Vista, Encinitasf lmperial Beach, La
Mesa and San Diego.

This Implementation Plan and Statement of Intent (“Implementation Plan?’) describes
SDRCCEA’s plans to implement a CCA program for electric acécounts inithe, cities of Chula
Vista, Encinitas, Imperial Beach, La Mesa and San Diego that«currently take bundled electric
service from San Diego Gas and Electric Company (¥SDG&E”). SDRCCEA wilhprovide
electricity customers the opportunity to join together to,procure‘electricity from competitive
suppliers, with such electricity being delivered over SDG&E’s gransmission and distribution
systems. The planned start date for the Program is the first business day in March 2021. All
current SDG&E customers within SDRECEA’s service areawill receive information describing
SDRCCEA and will have multiple opportunities to choose to remain bundled customers of
SDG&E, in which case they will not be enrolled. Bhus, participationin'SDRCCEA is completely
voluntary; however, customers, as provided by law, willhbe automatically enrolled according to
the anticipated phase-in schedule later described in €hapter Siunless they affirmatively elect to
opt-out.

Implementation of the SBRCCEA will enable member communities of the joint powers agency
to take advantage of the'gpportunities granted by Assembly Bill 117 (*AB 117”), California’s
Community Choice Aggregatien@uthorizing statute. SDRCCEA’s primary objectives in
implementing®CCAare to provide,cost competitive electric services; reduce electric sector
greenhouse gas emissionsy(“GHGSs™); stimulate renewable energy development; promote energy
efficiency and demand reduction programs; and sustain long-term rate stability for residents and
busifnesses in its service territory. The prospective benefits to consumers include increased
renewable andhother low-GHG emitting energy supplies, stable and competitive electric rates,
and the opportunity for public participation in determining which supply sources and
technologies are‘utilized to meet local electricity needs.

Based on feedback received from the SDRCCEA Board of Directors and its communities,
SDRCCEA’s CCA will operate under the following guiding framework:

e Rates: SDRCCEA will offer rates that are competitive with SDG&E’s electric generation
rates, striving for generation rates that are below that of the incumbent utility.

e Power Mix: SDRCCEA plans to launch with two power options, one that is a minimum
50%-60% renewable content and a second which is a voluntary, opt-up option that is
100% renewable.
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e Programs: SDRCCEA intends to offer a variety of energy-related programs, which could
include energy efficiency and demand response, net energy metering, electric vehicle
incentives, advanced energy technologies, and the like.

e Community Input: Community input is a priority for SDRCCEA through participation in
SDRCCEA Board meetings, public comment through the Agency’s website, or
participation one of SDRCCEA’s Advisory Committees.

e General Fund Impact: SDRCCEA is formed as a CA Joint Powers Authority and does
not anticipate any impact on the General Funds of its member agencies.

To ensure successful operation of its program, SDRCCEA will soli€it services from energy
suppliers and power marketers through a competitive process and'willnegotiate with one or
more qualified energy service providers in early 2020. Final selectionl@hSDRCCEA’s initial
energy provider(s) will be made by SDRCCEA followingadministration‘@fithe solicitation
process and related contract negotiations. Information reégarding the anticipated,solicitation
process for SDRCCEA's initial energy services provider(s) is contained in Chapter 10.

The California Public Utilities Code provides the relevantlegal@uthority for SDRCCEA to
become a Community Choice Aggregator and invests the'California Public Utilities Commission
(“CPUC” or “Commission”) with the responsibility for establishing the cost recovery mechanism
that must be in place before communitiesicambegin receiving electrical service through
SDRCCEA. The CPUC also has responsibihity-forregistering SDRCECEA as a Community
Choice Aggregator and ensuring compliance with basicieensumer protection rules. The Public
Utilities Code requires that an Implementation\Plande adopted,aira duly noticed public hearing
and that it be filed with theg€ommission in orderdor the Commission to determine the cost
recovery mechanism tode paidhy customers of the CCA in order to prevent shifting of costs to
bundled customers offSan Diego Gas & Electric, the incumbent utility.

On December 9, 2019, the SDRCCEA Board of Directors, at a duly noticed public hearing,
considered and adopted this ImplementationPlan, by Resolution, a copy of which is included in
the packet presented to the, CPUC. The Commission has established the methodology that will be
used te‘determine the cost recovery meehanism, and SDG&E has approved tariffs for imposition
of the cost recovery mechanism. Following the CPUC’s certification of its receipt of this
Implementation Plan and resolution of any outstanding issues, SDRCCEA will take the final
steps needed ta register as a CCA prior to initiating the customer notification and enrollment
process.

1.2 Organizationiof the Implementation Plan

The content of this Implementation Plan complies with the statutory requirements of AB 117. As
required by California Public Utilities Code Section 366.2(c)(3), this Implementation Plan details
the process and consequences of aggregation and provides SDRCCEA’s statement of intent for
implementing a CCA program that includes all of the following:

e Universal access;
e Reliability;
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e Equitable treatment of all customer classes; and
e Any requirements established by state law or by the CPUC concerning aggregated
service.

The remainder of this Implementation Plan is organized as follows:
Chapter 2: Aggregation Process
Chapter 3: Organizational Structure
Chapter 4: Startup Plan & Funding
Chapter 5: Program Phase-In
Chapter 6: Load Forecast & Resource Plan
Chapter 7: Financial Plan
Chapter 8: Rate Setting
Chapter 9: Customer Rights and Responsibilities
Chapter 10: Procurement Process
Chapter 11: Contingency Plan for ProgramfTermination

The requirements of AB 117 are cross-referenced to individual chapters of this Implementation
Plan in the following table.

Table 1: AB 117 Requirement Cross=References tolmpleémentation Plan
Statement of Intent Chapter 1: Introduction
Process and consequencesiofiaggregation Chapter 2:"Aggregation Process
Chapter 3: Organizational Structure
Chapter 4: Startup Plan & Funding
Chapter 7: Financial Plan

Organizational structure of the program,
its operations and funding

Disclosure gnd due processin setting rates Chapter 8: Rate setting
and allocating costs,among pasticipants
Chapter 8: Rate setting
Rate setting and other costs to participants = Chapter 9: Customer Rights and
Responsibilities
Participantirights and responsibilities Chapter _9._C;qstomer Rights and
Responsibilities
Methods for entering and terminating
agreements with other entities
Description of third'parties that will be
supplying electricity under the program,
including information about financial,
technical and operational capabilities

Chapter 10: Procurement Process

Chapter 10: Procurement Process

Chapter 11: Contingency Plan for Program

Termination of the program Termination




2. AGGREGATION PROCESS

2.1 Introduction

This chapter describes the background leading to the development of this Implementation Plan
and describes the process and consequences of aggregation, consistent with the requirements of
AB 117.

SDRCCEA city members began investigating formation of a CCA several years prior to
adoption, pursuant to California state law, with the following objeCtives:

e Rates: Competitive rates with those offered by the incumbent utility

e Power Mix: A power supply mix that meets or exceeds California®s Renewable Portfolio
Standard (RPS) requirements and achieves GHG reduction targets of thexmembers

e Programs: A variety of locally administered energy programs to serve the cemmunities
and customers of the CCA service territofy

e Community Input: Place a high priority on community engagement and féedback

e General Fund Impact: Avoid general fund impact andyfuture general fund liabilities
through the establishment of a jolatypowers authority t@ operate the CCA program.

This framework serves as the foundation ofthis Plan®A technical feasibility study for a CCA
serving the largest member of the CCA, the City of San‘Diego, was completed in April 2017 and
validated through a peer review.study in May 2017."A business plan was completed in October
2018. Several of the othermembenagencies also.completed feasibility studies and/or business
plans.

After many years of collaborative/worksby representatives of SDRCCEA member jurisdictions,
independent censultants, and'stakeholders, SDRCCEA authorized CCA formation on October 1,
2019. SDRCCEAreleased a draft ECA Implementation Plan in November 2019 which
described the planned organization;.governance and operation of the CCA Program. Following
consideration of comments related to the draft document, a final Implementation Plan was
prepared and'duly adopted by the SDRCCEA Board of Directors on December 9, 2019.

The CCA represents a culmination of planning efforts that are responsive to the expressed needs
and priorities of participating communities and local stakeholders. SDRCCEA plans to offer
choices to eligible customers through creation of innovative programs for voluntary purchases of
renewable energy, net energy metering to promote customer-owned renewable generation,
energy efficiency, demand responsiveness to promote reductions in peak demand, customized
pricing options for large energy users, and support of local renewable energy projects.

2.2 Process of Aggregation

Before they are enrolled in SDRCCEA’s CCA, all customers within the five communities not
otherwise served by Direct Access will receive two written notices in the mail, from SDRCCEA

8
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that will provide information needed to understand program terms and conditions of service and
explain how customers can opt-out of SDRCCEA service, if desired. All customers that do not
elect the opt-out process specified in the customer notices will be automatically enrolled in
SDRCCEA, with service to begin at their next regularly scheduled meter read date no later than
thirty days following the date of automatic enrollment, subject to the service phase-in plan
described in Chapter 5. The initial enrollment notices will be provided to the first phase of
customers in March 2021. Initial enrollment notices will be provided to subsequent customer
phases consistent with statutory requirements and based on schedule(s) determined by
SDRCCEA. Two additional notices will be sent to enrolled customersawithin 60 days post
enrollment, as per statutory requirement.

Customers enrolled in SDRCCEA will continue to have theirglectric‘'meters read and billed for
electric service by the distribution utility (SDG&E). The electric bill for'SDRCCEA customers
will show separate charges for electric generation procured by.SDRCCEA as well as other
charges related to electricity delivery and other utilityfcharges assessed by SDG&E.

After service cutover, customers will have approximately,60 daysi(two billing cycles) to opt-out
of SDRCCEA without penalty and return to SDG&E bundledéservice. SDRCCEA customers will
be advised of these opportunities via the delivery of two additienal enroliment notices provided
within the first two months of service. Cansistent with statutory requirements, there will be a
total of four notices - in the two months prioranehin the two monthsiafter SDRCCEA service
commencement. Customers that opt-out between the initial cutoveridate and the close of the post
enrollment opt-out period will be responsiblefor program ¢harges for the time they were served
by SDRCCEA but will not otherwise be subjectitofany penalty for leaving the program.
Customers that have not@pted-gutwithin thirty days of the fourth enroliment notice will be
deemed to have elected to remain‘a participant in'SODRCCEA and to have agreed to SDRCCEA’s
terms and conditions, including thase pertaining to'reguests for termination of service, as further
described in Chapter 8.

2.3 Consequences,of Aggregation
2.3.1 Rate Impacts

SDRCCEA communities will pay the generation charges set by SDRCCEA and no longer pay
the costs of SDG&E generation. Communities enrolled in SDRCCEA’s CCA will be subject to
the Program’s terms and conditions, including responsibility for payment of all SDRCCEA
charges as describedin €hapter 9.

SDRCCEA’s rate setting policies described in Chapter 7 establish a goal of providing rates that
are competitive with the projected generation rates offered by SDG&E. SDRCCEA will establish
rates sufficient to recover all costs related to its operation and actual rates will be adopted by the
SDRCCEA Board of Directors at a publicly noticed meeting.

Initial SDRCCEA rates will be established following approval of SDRCCEA’s inaugural
program budget, reflecting final costs from the SDRCCEA CCA'’s energy supplier(s).
SDRCCEA’s rate policies and procedures are detailed in Chapter 7. Information regarding final

9
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SDRCCEA rates will be disclosed along with other terms and conditions of service in the
pre-and post-enrollment notices sent to potential customers.

Under existing statutory requirements, once SDRCCEA gives definitive notice to SDG&E that it
will commence service, SDRCCEA customers will generally not be responsible for costs
associated with SDG&E’s future electricity procurement contracts or power plant investments.
Certain pre—existing generation costs and new generation costs that are deemed to provide
system-wide benefits will continue to be charged by SDG&E to SDRCCEA customers through
separate rate components, called the Cost Responsibility Surcharge and'thesNew System
Generation Charge. These charges are shown in SDG&E’s electrigfService tariffs, which can be
accessed from the utility’s website, and the costs are included in‘charges paid by both SDG&E
bundled customers as well as CCA and Direct Access custoners.*

2.4 Renewable Energy Impacts

A second impact of the SDRCCEA CCA will be aniinerease in the proportion of energy
generated and supplied by eligible renewable and carben-free regsources. The resource plan
includes procurement of renewable energy sufficient to exceed California’s prevailing renewable
energy procurement mandate (“Renewable Portfolio Standards™) for all enrolled customers.
SDRCCEA communities may also voluntarily,participate in a 1Q0ypercent renewable supply
option. To the extent that customers choose SDRCEEA’s 100 percentwrénewable energy option,
the renewable content of SDRCCEA’s aggregate supplyaportfolio will further increase. Initially,
requisite renewable energy supply will be soutced through onesermore power purchase
agreements. Over time, however, SDRCCEA may consider independent development of new
renewable generation resourcesto Serve its resource needs.

2.5 Energy Efficieneyalmpagcts

A third impaetiof SBRCCEAwill be an anticipated increase in local energy efficiency program
investments and activities,, The existing energy efficiency programs administered by SDG&E
shouldgot change as a result,of SDRCEEA implementation. SDRCCEA customers will continue
to pay the public benefits surcharges to SDG&E, which will continue funding energy efficiency
programs for all customers, regardless of generation supplier. The energy efficiency investments
ultimately planned for SDRCCEA, as described in Chapter 6, will follow SDRCCEA’s
successful applicatien for and administration of requisite program funding (from the CPUC) to
independently developyandadminister energy efficiency programs within its jurisdiction. Such
programs will be in addition to the level of investment that would continue in the absence of
SDRCCEA-administered energy efficiency programs. Thus, SDRCCEA has the potential for
increased energy savings and a further reduction in GHGs due to expanded energy efficiency
programs in its service territory.

! For SDG&E bundled service customers, the Power Charge Indifference Adjustment element of the Cost
Responsibility Surcharge is contained within the tariffed Generation rate. Other elements of the Cost Responsibility
Surcharge are set forth in SDG&E’s tariffs as separate rates/charges paid by all customers (with limited exceptions).
The CPUC recently opened a new Rulemaking exploring potential changes to the PCIA (R.17-06-026).

10



3. ORGANIZATIONAL STRUCTURE

3.1 Introduction

This section provides an overview of the organizational structure of SDRCCEA and its proposed
implementation. Specifically, the key agreements, governance, management, and organizational
functions of SDRCCEA are outlined and discussed below.

3.2 Organizational Overview

The SDRCCEA Board of Directors is responsible for establishing SDRECEA’s policies and
objectives and overseeing SDRCCEA’s operations. The SDRCCEA has identified an interim
Executive Officer and will commence the search for a permanent Chief Executive in the first
quarter of 2020. A permanent CEO is expected to be appointed by the Board@f Directors once
this Implementation Plan is certified by the CPUC anhd no latersthan June 2020.

The Chief Executive Officer will report to the SDRCCEABoard of*Directors and/manage the
daily operation of SDRCCEA in accordance with policies‘adopted by the Board. The CEO will
proceed to hire staff and contractors to manage various activities,associated with SDRCCEA
operation. These activities include operationahsupport services (@dministration, finance and
information technology), marketing and public-affairs, (community‘ougreach, key account
management and customer advocacy), power supply acquisition (epergy procurement, trading,
contract negotiation and system development);energy programsyand legal and government
affairs.

[TBD - Include a sample/proposed SDRCCEA organization chart ]

3.3 Governance

The Program will be governed by:the SDRCCEA Board of Directors which consists of one
primary Board member and ene alternate Board member from the governing body of each
participating, jurisdiction iN"SDRCCEA. The Board’s primary duties are to approve regulations
and policies, approve rates, and provide policy direction to the Chief Executive Officer, who has
responsibility fonday-to-day operations, consistent with the policies established by the Board of
Directors. The Beard has ele€ted a Chair and Vice Chair. In the future, the Board will establish
advisory committees and sub-committees, as needed, to address issues that require greater
expertise or input in particular areas. SDRCCEA will also form various standing and ad hoc
committees, as appropfiate, which would have responsibility for evaluating various issues that
may affect SDRCCEA and its customers and would provide analytical support and advisory
recommendations to the Board of Directors in these regards.

11
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3.4 Management

The SDRCCEA Board of Directors will hire a qualified chief executive officer (“CEO”), who

will have management responsibilities over the functional areas of Administration & Finance,

Marketing & Public Affairs, Power Resources & Energy Programs, and Government Affairs as

well as SDRCCEA’s General Counsel function. In performing his or her obligations to

SDRCCEA, the CEO may utilize a combination of internal staff and/or contractors with

expertise in specific areas. Certain specialized functions needed for program operations, namely

the electric supply and customer account management functions describechbelow, may be

performed initially and over the longer-term by third -party contractors. \
SDRCCEA that will be managed by the CEO are summarized helow.

3.5 Administration

SDRCCEA’s CEO and/or chief operating officer andfits administrative team willbhbe responsible
for managing the organization’s operational, human resource, 1T, and administrativesfédnctions
and will coordinate with the Board of Directors or its Executive‘Committee as necessary. This
functional area of administration will include oversight of employee hiring and termination,
information technology systems, Board of Director support'andymeeting preparation,
identification and procurement of requisite @ffice space, office'management functions, and
various other activities.

3.6 Finance

The SDRCCEA CEO, infecoordination with the Chief Financial Officer or Finance Director is
responsible for managing the accounting function‘and financial affairs of SDRCCEA, including
the development of‘an annual budget, revenue requirements and rate setting support; managing
and maintaining cash flow requirementsparranging/working capital loans as necessary; arranging
for an Agencyseredityrating, and ether financial tools.

Revenugs via rates and other, funding sources (such as state grants and reserves) must, at a
minimum,meet the annuallbudgetary‘revenue requirement, including recovery of all expenses
and any reserves or coverage requirements that may be set forth in various agreements or bond
covenants. The Board of Diregtors, in consultation with the CEO, will have the responsibility for
setting the rateSTORSDRCCEA customers. SDRCCEA will administer a standardized set of
electric rates and mayxoffer.optional rates to encourage policy goals such as economic
development or low-income subsidy programs, provided that the overall revenue requirements
are achieved.

SDRCCEA may also offer customized pricing options such as dynamic pricing or contract-based
pricing for energy intensive customers to help these customers gain greater control over their
energy costs. This would provide such customers — mostly larger energy users within the
commercial sector — with greater rate-related flexibility than is currently available.

12
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SDRCCEA’s finance function will work with the CEO or other executive-level management to
arrange financing necessary for any capital projects, prepare financial reports, and ensure
sufficient cash flow for successful operation of SDRCCEA. The finance function will play an
important role in risk management by monitoring the credit of energy suppliers and anticipated
trends in power supply costs so that credit risk is properly understood and mitigated. In the event
that changes in a supplier’s financial condition or credit rating are identified, SDRCCEA will be
able to take appropriate action, as would be provided for in the electric supply agreement(s).

3.7 Marketing and Public Affairs

The marketing and public affairs functions include general program marketing and
communications as well as direct customer interface ranging ffom management of key account
relationships to call center and billing operations. SDRCCEA will conduet program marketing to
raise consumer awareness of SDRCCEA and to establish'the'SDRCCEA “brand” in the minds of
the public, with the goal of retaining and attracting agfmany customers as possible,into
SDRCCEA’s programs and services. Communicationsywill alsoyoe directed at key peliCy makers
at the state and local level, community business and opinion leaders, and the media.

In addition to general program communications and marketingy,a significant focus on customer
service, particularly representation for keysaecounts, will enhance,.SDRCCEA’s ability to
differentiate itself as a highly customer-focused @rganization thatis responsive to the needs of
the community. SDRCCEA will also establish a customer call centerdesigned to field customer
inquiries and routine interaction with customer, account holders.

The customer service function-alseencompasses management of customer data. Customer data
management servicesdnclude retail settlements, billing-related activities and management of a
customer relationship management (CRM) databaseaPhis function processes customer service
requests and administers customerenroliments and/departures from SDRCCEA, maintaining a
current database"ofienrolled customers. Thisfunction coordinates the issuance of monthly bills
through SDG&E’s billing,process and tracks customer payments. Activities include the
electronic exchange of usage, billing, and payments data between SDG&E and SDRCCEA,
tracking.ofcustomer payments and aceounts receivable, issuance of late payment and service
termination netices (which would retdrn affected customers to SDG&E’s bundled service), and
administration 0fiany required customer deposits in accordance with credit policies of
SDRCCEA.

The customer data management services function also manages billing-related communications
with customers, customer call centers, and routine customer notices. SDRCCEA will contract
with a third-party vendor that has demonstrated the necessary expertise to administer an
appropriate customer information system to perform the customer account and billing services
functions.

13
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3.8 Power Resources and Energy Programs

SDRCCEA must plan for meeting the electricity needs of its customers utilizing resources
consistent with its policy goals and objectives as well as applicable legislative and regulatory
mandates. SDRCCEA’s long-term resource plans (addressing the 10 to 20 year planning
horizon) will comply with California law and other pertinent requirements of California
regulatory bodies. SDRCCEA may develop and administer complementary energy programs that
may be offered to SDRCCEA customers, including energy efficiency, net energy metering, and
various other programs that may be identified to support the overarching'geals and objectives of
SDRCCEA.

In accordance with California law and public utility code requirements, SDRCCEA will develop
integrated resource plans that meet supply objectives and balanee cost, riSkhaSDRCCEA Board
policy, and environmental considerations. The integratedresource plans will cenform to
applicable requirements imposed by the State of California. Integrated resource planning efforts
of SDRCCEA will make maximum use of demand‘side energy efficiency, distributedsgeneration
and demand response programs as well as traditional supply options, which rely op'structured
wholesale transactions to meet customer energy requirements: Integrated resource plans will be
updated and adopted by SDRCCEA on an annual basis and‘eeordinated with regulatory
compliance obligations.

3.9 Electric Supply Operations

Electric supply operations eneeimpass the activities necessary for wholesale procurement of
electricity to serve end use custamers. These highly specialized activities include the following:

e Electricity Procurement +assemble a portfelio of electricity resources to supply the
electric needs of SDRECEAcustomers.

e Risk Management —application‘oef standard industry techniques to reduce exposure to
thesvolatility‘of energy and eredit markets and insulate customer rates from sudden
changes in wholesale market prices,

o “Load Forecasting'= develop load forecasts, both long-term for resource planning and
short=term for the electricity purchases and sales needed to maintain a balance between
hourly.resources and loads.

e Schedulingy.Coordination — scheduling and settling electric supply transactions with the
California Independent System Operator (“CAISO”).

SDRCCEA will initially contract with one or more experienced and financially sound third-party
energy service providers to perform all of the electric supply operations for SDRCCEA. These
requirements include the procurement of energy, capacity and ancillary services, scheduling
coordinator services, short-term load forecasting, and day-ahead and real-time electricity trading,
and support for associated regulatory submissions.
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3.10 Local Energy Programs

A key focus of SDRCCEA will be the development and implementation of local energy
programs, including energy efficiency programs, distributed generation programs and other
energy programs responsive to community interests. These programs are likely to be phased in
during the first several years of operations. The implementation of these programs will follow
only after the identification of requisite funding sources.

SDRCCEA will eventually administer energy efficiency, demand response,and distributed
generation programs that can be used as cost-effective alternatives t0'procurement of supply
resources. SDRCCEA will attempt to consolidate existing deman@'side programs into this
organization and leverage the structure to expand energy effigiency offerings to customers
throughout its service territory, including the CPUC application,process fonthird-party
administration of energy efficiency programs and use offfunds.collected through the existing
public benefits surcharges paid by SDRCCEA customers.

3.11 Government Affairs and Legal Services

SDRCCEA will require ongoing regulatory and legislative representation to manage various
regulatory compliance filings related to resource plans, resource adequacy, compliance with
California’s RPS, and overall representation on iSsues that will impact:.SDRCCEA and its
customers. SDRCCEA will maintain an active role‘at the CPUC, the California Energy
Commission, the CAISO, the California legislature and, as neeessary, the Federal Energy
Regulatory Commission (EERE).

The SDRCCEA may_ glect to retain outside legal Services, as necessary, to administer
SDRCCEA, review contraets, and provide overall legal support related to activities of
SDRCCEA, this work would be done'under the dirgction of the Chief Executive and Board of
Directors.
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4. START-UP PLAN AND FUNDING

4.1 Introduction

This Chapter presents SDRCCEA’s plans for its pre-launch, start-up period, anticipated to be
January 2020 through March 2021, including necessary expenses and capital outlays. As
described in the previous Chapter, SDRCCEA will utilize a mix of staff and contractors for its
implementation.

4.2 Start-Up Activities
Initial SDRCCEA start-up activities fall into six functional ¢

Operations and Organizational Development
Technical and Energy Services
Banking and Finance

Data Management/Call Center
Communications and Marketing
Regulatory/Legislative Affairs

The following flow chart provides a summary ¢ ie jons within each
implementation category which are augmented U upporting tasks that will
occur throughout 2020 and 2021.

oakrwndE
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DRAFT San Diego Regional Energy Authority Implementation Timeline (updated October 18, 2019) Q42019 | Q12020 | Q22020 | Q32020 | Q42020 | Q12021 | Q22021 | Q32021 | Q4 2021
Workplan Timeline by Task Area plJf(F|m|afmfofofals|ofHfD|J|F|m|A|M|[J]|J|lAafls/ofN|D
First 1PA Board Meeting (meets monthly) ONGOING P 3 P
Register IPA with Sec of State H H H
Secure contract for Banking Svesfline of Credit A A A
Secure contr or Energy Service Provider i s 5
Secure contract for Data Management and Call Center E E E
Secure contract for Marketing/Outreach 1 = 3
Secure contract{s) for additional regulatoryflegal support services
Prapare and adoptimplamentation workplan/timealine and budget; update and track
Determine Gty staff support froles; prepare cooperative services agrasment
Continue weekly or bi-weekly planning team calls; include program vendorsasn ONSOING
Determine scape/sslection process for Board and Advisory Committees 7 ONGOING
CEQ Recruitment/Hire | (]
Approve staffilng plan/initial staff hires and employment policies l | ONGOING
Draft and Adopt Agency policies ONGOING
Secure office space, insurance, and other admin/operations needs
Prepare reports, provide updates for Member Agency City Council(s) ONGOING/AS NEEL
Manage JPA Board and committee meetings, vendor oversight and all aspects of Agency formation/operations ONGOING
Develop list of potential bank partners and determine financing approach
Finalize proforma budget determing initid credit nesds (working capital and credit for power contracts)
Issue banking and credit services RFFP
Select banking partner
Secure necessary credit guarantees and establish access to creditline
Develoand adopt FY 2020/2021 Budget
Coordinate with SDG&E and data management vendor to establish processftesting for deposits and controls
Determine plan for internal accounting and annual audits/begin monthly financials
 Technical/Energy Services L [
Secure contract with technical and enargy servi rm(s}
Review 2018 customer load data; verify load projections and proforma estimates
Prepare resource adequacy procurement plan and RA compliance filings
Based on target rate discount, determine power supply mix for 2-3 product eptions
Determine customer phasing strategy based on economic projectionsand credit capacity
Suppert development of FY 20-21 cperating budget
Develop and issue power supply RFP{s)
Negotiate and finalize terms of initial power contracts
Rate design & rate setting {incl PCIA, NEM and utility cost comparisons)
Prepare Utility Service Agreement, Deposit and Bond Posting
Develop related energy programs including FIT, NEM, EE, DRetal
Complete all regulatory registrations for program compliance {CPUC, CAISO, WREGIS etg)
Coordinate with program staff and all other vendors as neaded ONGOING
Secure contract with regulatory attorney/icbbyist TBD
Continue tracking CCE-related regulatory activity and participating in statewide efforts ONGOING
RA Proceeding: Central Procurement Entity ONGOING
PCIA Proceeding: Working Groups1,2,and 2 ONGOING
DA Proceeding: Expansion ONGOING
Integrated Resource Planning Proceeding ONGONG
Continue tracking QCE-related legislative activity and partidpating in statewide efforts ONGOING
th the CPUC and cbtain party status for priority regulatory proceedings
ing ONGOING
Data Management/Call Center l
Secure Data Mgmtand Call Genter Contract
Infrastructure and Application configuration
EDI certification {utility and bank}
Call center training/go live
Listof Phase 1 customers
1st opt-out period (60 days out)
2nd opt-out period (30 days out)

Program rates and reports ONGOING

Utility account set up (dead period)
Account SwitchesfCustamer enrallments
1st Full Billing Cycle

3rd opt-out period

4th opt-aut period

2nd full billing cycle

Updats FAQs, website and basic pregram collateral

Secure marketing firm; develop public cutreach and marketing plan (induding multi-lingud, mul tural)

Messeging, branding and updated video {TBD)

Devel op website 2.0 with translation and opt-out features

Community education -- presentations to community groups, public warkshops, tabling, stakehcolder meetings, ete. ONGOING

Prass cutreachfearned media (op-ads, feature stories, lacal radio and TV) JONGOING

Develop and launch advertising campaign (paid med

ocial media, et al)

Develop call center script/Call center live in when first notice drops

Prepare/design customer enrdlment notices

Manage Fn 1 customer enrollmeant printing and mailing
Manage subsequent enrollments and davelop ongoing community pressnce

Develop post launch communications plan 1
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4.3 Staff and Contract Services

Personnel in the form of SDRCCEA staff and contractors will be added incrementally to match
workloads involved in forming the CCA, managing contracts, and interfacing with SDRCCEA
communities and customers during the pre-operations period. During the early startup period,
minimal personnel requirements will include an interim Director/CEO and other personnel
needed to support regulatory, legal, procurement, finance, and communications activities.

In addition, staff from the City of San Diego and other member agenci€s‘have agreed to provide
interim staff support in the areas of interim CEO, project management, legal and Board clerk
support, financing, and vendor contract support. Following the initial start-up period and once
the Implementation Plan is certified, additional staff and contractors wilhbe retained to support
full program roll- out and implementation of additional value-‘added services (e.g., efficiency
projects) and programs.

4.4 Capital Requirements

To begin operations, SDRCCEA will require capital for threedmajor functions: (1) staffing and
contractor costs; (2) deposits and reserves; and (3) working‘capital to support power
procurement. Based on SDRCCEA'’s anticipated start-up activities and phase-in schedule,
approximately $40 million will be required to'support these functions.. he finance plan in
Chapter 6 provides some additional detail regarding SBRCCEA’s expected capital requirements
and general Program finances.

Related to SDRCCEA’snttialcapital requirement, this amount is expected to cover staffing and
contractor costs during startup and pre- startup activities, including direct costs related to
organizational development and administration, technieal support, legal support and customer
outreach and communications. Requisite,deposits and operating reserves are also reflected in the
initial capital requirement, including the*following items: 1) operating reserves to address
anticipatedécash flow variations(@swwell as operating reserve deposits that will likely be required
by SDRCCEA’s power supplier(s)); and 2) requisite deposit with the CAISO prior to
comynencing market operations.

Operating revenues from sales of electricity will be remitted to SDRCCEA beginning
approximately Sixty, days after the initial customer enrollments. This lag is due to the standard
meter reading cycle of 30 days and a 30-day payment/collections cycle. SDRCCEA will need
working capital to support electricity procurement and costs related to Agency administration
and management, which'is included in SDRCCEA’s initial $40 million capital requirements.

4.5 Financing Plan

SDRCCEA’s initial capital requirement will be funded via conventional financing methods (e.g.,
bank loans or lines of credit). Subsumed in the initial capital requirement is SDRCCEA’s non-
power start- up funding ($5 million), plus capitalized interest and fees on start-up funding, which
will be provided by <bank name> through <line of credit, term loan, etc.> and will be repaid by
SDRCCEA from energy revenue and/or proceeds from the working capital financing. For the
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working capital financing, SDRCCEA will make repayments (including any interest, as
applicable) over an assumed term or up to 5 years, anticipated to commence within the first year
of SDRCCEA operations. SDRCCEA will recover the principal and interest costs associated
with the initial funding via retail generation rates charged by SDRCCEA to its customers within
the first several years of operations.
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5. PROGRAM PHASE-IN

SDRCCEA will offer service to all customers on a phased basis, which is expected to be
completed in 2021. SDRCCEA will roll out its service offerings over the course of three phases
commencing in March 2021. The proposed phasing schedule is as follows:

Phase 1 (March 2021) All municipal accounts and potentially some large commercial accounts
to ensure adequate revenues for subsequent phases.

Phase 2 (July 2021) Remaining commercial, industrial, agriculture, street lighting and traffic
control accounts; and

Phase 3 (November 2021) All residential accounts and amy‘tremaining service,accounts that may
have been omitted during Phase 2.

This approach provides SDRCCEA the ability to‘initiate,its CCARrogram with sufficient
economic scale and integration of SDG&E’s new billing system before building to full
operations for an expected customer base of approximately<#30,000 accounts, post customer opt-
out, which is estimated at 5% across all Gustomer classes, other than municipal accounts which
are assumed at a 0% opt-out rate.

Phase 1 of the Program is targeted to begin on,or about‘March 1, 2021, subject to a decision to
proceed by SDRCCEA’s Board of Directors. Durin@ Phasel, SDRCCEA anticipates serving
approximately 7,500 acco@ints, comprised of all'municipal aceounts and potentially some large
commercial accounts,gstimated at ~ 340 GWh ofiannual energy sales. SDRCCEA will refine the
potential compositien of Phase 1 accounts in consideration of cost of service and customer load
characteristics as well as other opgrational considerations. Specific accounts to be included in
Phase 1 are expected to approximate 5% pércent:of SDRCCEA’s total customer load and will be
specifical ly/defined after, furtheranalysis and consideration.

Phasef2 of,the Program will commence following successful operation of SDRCCEA’s Phase 1
launch over an approximate'4-month term, which corresponds with an expected Phase 2 service
commencemenboccurring on\or about July 1, 2021. It is anticipated that approximately

82,500 additional eustomers, eomprised of remaining commercial, industrial, agriculture, street
lighting and trafficieontrol accounts will be included in Phase 2, with annual energy consumption
approximating 4,200°GWh-annually, or 58 percent of SDRCCEA’s total prospective customer
load.

Phase 3 of the Program will commence following successful implementation of Phase 2
enrollments over an approximate 4-month term, which corresponds with an expected Phase 3
service commencement occurring on or about November 1, 2021. It is anticipated that
approximately 680,000 additional customers, comprised of residential accounts and any
remaining service accounts that may have been omitted during Phase 2 will be included in Phase
3, with annual energy consumption approximating 2,700 GWh, or 37 percent of SDRCCEA’s
total prospective customer load.
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To the extent that additional customers require enrollment after the completion of Phase 3,
SDRCCEA will evaluate a subsequent phase of CCA enrollment. SDRCCEA may also evaluate
other phase-in options based on then-current market conditions, statutory requirements and
regulatory considerations as well as other factors potentially affecting the integration of
additional customer accounts.
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6. LOAD FORECAST AND RESOURCE PLAN

6.1 Introduction

This Chapter describes the planned mix of electric resources to meet the energy demands of
SDRCCEA communities using a diversified portfolio of electricity supplies. Several overarching
policies govern the resource plan and the ensuing resource procurement activities that will be
conducted in accordance with the plan. These key policies are as follows:

0 SDRCCEA will increase the use of renewable energy and.carbon-free resources and
reduce reliance on fossil- fueled electric generation forurposes,of reducing electric
sector GHG emissions.

o0 SDRCCEA will manage a diverse resource portfolio to'increase controbever energy costs
and maintain competitive and stable electricaates.

0 SDRCCEA will help customers reduce energy ¢ests through.administration of enhanced
customer energy efficiency, distributed generation;and other demand-reducing programs.

o0 SDRCCEA will procure storage resources subject to availability, cost, and regulatory
requirements.

SDRCCEA’s initial resource mix will include a propertten of,compliance-required qualified
renewables as well as voluntarystenewable energy‘supplies. AS' SDRCCEA moves forward,
incremental renewable sdpply additions will be made based 0n resource availability as well as
economic and rate goals,of the SDRCCEA Program to achieve increased renewable energy
content over time. SDRECEA’s cammitment to reneéwable generation resources may involve
both direct investment in newirenewableygenerating resources, partnerships with experienced
public powerdevelopers/operators and purchases of renewable energy from third party suppliers
and independent power producers.

The4plan described in this section willlaccomplish the following:

o Energy procurement through short and long-term contracts with experienced, financially
stable energy suppliers.

o Continue increasing renewable and carbon-free energy supplies over time, subject to
resource availability, economic viability and applicable regulatory compliance mandates.

SDRCCEA will comply with all regulatory obligations applicable to California load serving
entities. SDRCCEA will arrange for the scheduling of sufficient electric supplies to meet the
demands of its customers. SDRCCEA will adhere to resource adequacy requirements established
by the CPUC and the CAISO designed to address local, system and flexible capacity
requirements for SDRCCEA’s load share. These rules also ensure that physical generation
capacity is in place to serve SDRCCEA’s customers plus a reasonable reserve margin. In
addition, SDRCCEA will be responsible for ensuring that its resource mix contains sufficient
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production from renewable energy resources needed to comply with the statewide Renewable
Portfolio Standard (37 percent renewable energy in 2021, increasing to 60 percent by 2030).
SDRCCEA’s resource plan will meet or exceed all of the applicable regulatory requirements
related to resource adequacy and the RPS.

6.2 Resource Plan Overview

To meet the objectives and satisfy the applicable regulatory requirements pertaining to
SDRCCEA’s status as a California load serving entity, SDRCCEA’s resource plan includes a
diverse mix of power purchases, renewable energy, efficiency programs, and distributed
generation. A diversified resource plan minimizes risk and volatility that can occur from

over- reliance on a single resource type or fuel source, and thus increases,the likelihood of rate
stability. The ultimate goal of SDRCCEA’s resource plan_is toteduce electric sector GHG
emissions while offering competitive generation rates tofpartteipating customers. The planned
power supply is initially comprised of power purchases from third party electric suppliers.
Within the first 1-3 years, SDRCCEA intends to bégimenteringinto power purchaseieontracts
with specific renewable energy facilities.

Once the SDRCCEA demonstrates it can operate successfullyit may begin evaluating
opportunities for investment in renewable generating assets, stubject to then- current market
conditions, statutory requirements and regulatoryaconsiderations. /Any,renewable generation
owned by SDRCCEA or controlled under long- term power purchaSe agreements with a proven
public power developer, could provide a portion of SDRCCEA’s electricity requirements on a
cost- of- service basis. Depending upon market.canditions and, importantly, the applicability of
tax incentives for renewable energy, development; electricity‘purchased under a cost- of- service
arrangement can be more, cost- effective than purchasing renewable energy from third party
developers, which will allow SDRCCEA to pass on eest savings to its customers through
competitive generation rates. Any investment decisions will be made following thorough
environmentalsréviews and in‘consultation'with qualified financial and legal advisors.

As an alternative to direct investment,SDRCCEA may consider partnering with another CCA
and/er-an experienced public power developer and could enter into a long- term (20- to- 30 year)
power purchase agreement that wouldsupport the development of new renewable generating
capacity in Califernia and/or the San Diego region. Such an arrangement could be structured to
reduce SDRCCEAs operational risk associated with capacity ownership while providing its
customers with renewable energy generated by the facility under contract. This option may be
preferable to SDRCCEAVaS it works to achieve increasing levels of local renewable energy
supply to its customers.

SDRCCEA’s indicative resource plan for the years 2021 to 2030 is summarized in the following
table. Note that SDRCCEA’s projections reflect a portfolio mix based on the minimum
renewable portfolio of 50% which increases the renewable energy in the power mix to exceed
the baseline power mix offered by SDG&E by approximately 5 percent (SDG&E + 5%
Renewable). The SDRCCEA Board of Directors has established a 50% renewable portfolio as a
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minimum for its initial procurement, but that percentage may increase to up to 60% subject to
market pricing and availability.

While not explicitly shown in Table 2, SDRCCEA will consider offering cost-effective
incremental energy efficiency programs (i.e., above that included in programs implemented by
SDG&E and other providers) and distributed energy generation. SDRCCEA believes that
including specific assumptions on these potential programs here to be premature.

Table 2: SDRCCEA Proposed Resource Plan {GWh), 2020-2029

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

SDRCCEA Demand
Retail Demand 3,164 7,302 7,306 7,311 7,303 7,273 7,231 7,187 7,139 7,087
Losses and UFE 6%
Total Demand 3,354 7,741 7,745 7,750 7,742 7,710 7,665 7,619 7,567 7,513
SDRCCEA Supply
Renewable Resources 1,646 4,245 4,448 4,662 4,877 5,087 5,296 5,513 5,735 5,963

GHG-Free (non-RPS) 748 1,748 1648 1544 1432 1312 1,184 1,053 916 775
gon"en“oﬂa' 748 1,748 1,648 1544 1432 1,312 1,184 1,053 916 775
esources

Total Supply 3,354 7,741 7,745 7,750 7,742 7,710 7,665 7,619 7,567 7,513

*includes open position)

6.3 Supply Requirements <

The startin@ point fTorSDRCCEA’skesource plan is a projection of customers and associated
electrigiconsumption. Prajected electrie,consumption is evaluated on an hourly basis and
matehed with resources best suited to serving the aggregate of hourly demands or the program’s
“load profile. The electric sales forecast and load profile could be affected by SDRCCEA'’s plan
to introduce the program to customers in phases. SDRCCEA’s phased roll-out plan and
assumptions regarding customer participation rates are discussed below.

6.4 Customer Forecasts

Once customers enroll in each of three phases, they will be switched over to service by
SDRCCEA on their regularly scheduled meter read date over an approximately thirty-day period.
The number of accounts served by SDRCCEA at the end of each phase is shown in the table
below. The tables assumes that no municipal accounts (Phase 1) opt out and that 5% of Phases 2
and Phase 3 opt out. This opt-out assumption is based on opt-out rates of other recently formed
CCA programs in the State of California.
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Table 3: SDRCCEA Enrolled Retail Service Accounts By Phase-In Period
End of Month

SDRCCEA Customers [4/21] Phase 1 [7/21] Phase 2  [11/21] Phase 3 ‘

Residential 0 0 653,241
Small Commercial 5,124 61,047 61,047
Large Commercial 544 8,542 8,542
Industrial 0 11 A 11
Street Lighting & Traffic 234 234 234
Agricultural & Pumping 1,952 1,952

Table 4. SDRCCEA Retail Service Accounts (End of Year),.

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Residential 653,241 = 659,773 666,371 = 673,035 @ 679,765 | 686,563 693,428 & 700,363 @ 707,366 = 714,440
~
Small Commercial 61,047 = 61,657 | 62274 62,897v 64,161 = 64,803 = 65451 = 66,105 = 66,766
Large Commercial 8,542 8,585 8,628 8,671 8714 8,758 8,801 8,845 8,890 8,934
Industrial 11 11 mn 11 ‘1.{ 11 11 11 11
Street Lighting & 234 236 239 246 248 251 253 256
Traffic
Agricultural & Pumping 1,952 1,962 1,97\ 2,001 2,011 2,021 2,031 2,042
Total 725027 | 732,225 739,494 | 746,836 @ 754,251 | 761,740 = 769,303 = 776,942 = 784,657 = 792,449
SDRCCEA’s forecast of out and customer enrollment schedule
shown above i wn below.

uirements (GWh), 2020-2029
2021 2022 2023 2024 2025 2026 2027 2028

2029

Retail Demand

Losses and UFE

Total Demand 7,741 7,745 7,750 7,742 7,710 7,665 7,619 7,567 7,513

6.6 Proposed Resources

On XX date, SDRCCEA issued a request for proposals for: (a) procurement-related project
administration and planning; (b) power portfolio management and energy advisory services;
California Independent System Operator (CAISO) Scheduling Coordinator and Settlement
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Services; (d) Integrated Resource Planning (IRP) and IRP Development; (e) Renewables and
Long-Term Planning and Procurement; and (d) Distributed Energy Resource (DER) Assessment
and Procurement. Responses to the RFP are due on XX date and provider(s) will be selected by
January 2020. SDRCCEA staff and board will meet with the selected provider(s) to refine the
draft procurement plan presented here and in Chapter 10.

6.6.1 Purchased Power

Power purchased from power marketers, public agencies, generators, @CAs, or utilities will be a
significant source of supply during the first several years of SDRCEEA’s operation. Subject to
the responses to the above-referenced energy services RFP, SDRCCEA will initially contract to
obtain all of its electricity from one or more third party electri€ providersyunder one or more
power supply agreements, and the supplier(s) will be responsible for proeuring the specified
resource mix, including SDRCCEA’s desired quantitiesf renewable and carben-free energy, to
provide a stable and cost-effective resource portfoliodor the Program.

6.6.2 Renewable Resources

Subject to the responses to the above-referenced RFP, SDRCCEA will initially secure renewable
power through its contracted energy supplies, When feasible, SDRCCEA will enter into power
supply contract(s) with direct, long-term purehases of renewable energysfrom renewable energy
facilities or from renewable generation developed-andiewned or controlled by SDRCCEA. At
this point in time, it is not possible to predict What projects might e proposed in response to
future renewable energy solieitations administered’by SDRCCEA, unsolicited proposals or
discussions with other agéncies. Renewable projects that aredocated anywhere in the Western
Interconnection can be considered as long as the electricity is deliverable to the CAISO control
area. The costs of transmission access and the risk @fitransmission congestion costs will be
considered in the bid evaltation process,if the delivery point is outside of SDRCCEA’s load
zone(s), as definediby. the CAISO.

6.6(3 Resource'Adequacy

The CPUC requires all retail power providers, including CCAs, to demonstrate that the hold or
have contractedhwith sufficient resources to ensure that the CAISO grid remains reliable. These
“resource adequacy”’ (RA) standards require a demonstration one year in advance that
SDRCCEA has secured physical capacity for 90 percent of its assigned load share for each of the
five months May through#September, plus a minimum 15 percent reserve margin, plus 100
percent of its annual local resource adequacy procurement obligation. On a month-ahead basis,
SDRCCEA must demonstrate 100 percent of the peak load share plus a minimum 15 percent
reserve margin.

A portion of SDRCCEA’s capacity requirements must be procured from power generators in the
San Diego Area (as defined by the CAISO). SDRCCEA will be required to demonstrate its local
capacity requirement for each month for the following two calendar years plus 50% of the
requirement for the third calendar year. The local resource adequacy procurement obligation is
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based on its share of the coincident monthly peak demand as determined by the CEC based upon
SDRCCEA’s historical and forecasted peak load.

SDRCCEA is also required to demonstrate that a specified portion of its resource adequacy
capacity meets certain operational flexibility requirements under the CPUC and CAISO’s
capacity requirement to support load variability during the off-peak months.

The estimated forward resource adequacy requirements for 2021 through 2023 are shown in the
following tables:

Table 6: SDRCCEA Forward Capacity and Reserve Reg ments (MW), 2020-2022

January

February

March

April

Table
TBD
June

\
sl =
ugus \

September

May

October

November

December

ient reserves will be procured to meet its peak load at all
ity requirements are shown in the following table:

able 7: SDRCCEA Capacity Requirements (MW), 2020-2029
2027 2028

Total Net Peak Demand

Reserve Requirement (¢ 15% 15% 15% 15% 15% 15% 15% 15% 15% 15%

Capacity Reserve
Requirement
Capacity Requirement
Including Reserve

253 252 251 250 248 247 245 244 242 241

1938 | 1936 1928 1916 1905 1,892 | 1878 1867 | 1856 | 1,845
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Table 8: SDRCCEA Local Capacity Requirements (MW), 2020-2029
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Peak Demand 1,666 1683 @ 1684 1685 | 1683 1676 @ 1,666 1657 1,645 1,633

Local Capacity Req. (% of Peak)

Share of Local Capacity

SDRCCEA Local Capacity Req., San
Diego Region ‘
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7. FINANCIAL PLAN

7.1 Introduction

This Chapter examines the cash flows expected during the startup and customer phase-in period
of and identifies the anticipated financing requirements. It includes estimates of startup costs,
including necessary expenses and capital outlays. It also describes the requirements for working
capital and long-term financing for the potential investment in renewabl@,generation, consistent
with the resource plan contained in Chapter 6.

7.2 Description of Cash Flow Analysis

SDRCCEA’s cash flow analysis estimates the level of capital,that will be required during the
startup and phase-in period. The analysis focuses on SDRCCEA’s monthly cests,and revenues
and specifically accounts for the phased enrollment@©f,SDRCCEA communities‘deseribed in
Chapter 5.

7.3 Cost of CCA Operations

The first category of the cash flow analysis s the,cost of SDRCCEA operations. To estimate the
overall costs associated with SDRCCEA operationsithe following ¢omponents were taken into
consideration:

e Electricity Procurement;
o0 Ancillary service requirements;
o Gridsmanagement and other CAISO Charges;
o0 Scheduling Ceordination;

Exit fees;

Staffing and professional services;

DPata management costs;

Administrative overhead;

Billing costs;

CCA'bond and security deposit;

Pre-startupicost; and

Debt service.

7.4 Revenues fram SDRCCEA Program Operations

The cash flow analysis also provides estimates for revenues generated from SDRCCEA
operations or from electricity sales to customers. In determining the level of revenues, the
analysis assumes the customer phase-in schedule described herein, and assumes that SDRCCEA
offers the following products:

e 50% - 60% Renewable (Base Power Product)

29



Community Choice Implementation Plan SDRCCEA

e 100% Renewable (Voluntary Product): SDRCCEA will supply 100 percent of retail
load with renewable, GHG-free power.

More detail on rates can be found in Chapter 8.

7.5 Cash Flow Analysis Results

The results of the cash flow analysis provide an estimate of the level of capital required for
SDRCCEA to move through startup and phase-in periods. This estimatédhlevel of capital is
determined by examining the monthly cumulative net cash flows (revenues from SDRCCEA
operations minus cost of SDRCCEA operations) based on assumptions for payment of costs or
other cash requirements (e.g., deposits) by SDRCCEA, alongawvith estimates for when customer
payments will be received and potential customer non-collections/defaults.ilhis identifies, on a
monthly basis, what level of cash flow is available in teams ofia surplus or deficit.

The cash flow analysis identifies funding requireménts,in recognition of the potentialjdag
between revenues received and payments made during.the phase-in,period. The financing
requirements for the startup and phase-in period, including working capital needs associated with
all three phases of customer enrollments, is estimated at $40:million. Working capital
requirements peak soon after enrollment @fithe Phase 3 customers:

7.6 SDRCCEA Program ImplementatioamPro Forma

In addition to developing a cash, flow analysis Whi€h estimates the level of working capital
required to move SDRCEEA through full implementation and phase-in, a summary pro forma
analysis that evaluatesfthe financial performance af SDRCCEA during the phase-in period is
shown below. The difference between the cash flowsapalysis and the SDRCCEA pro forma
analysis is that the pro formaanalysiSidees not include a lag associated with payment streams. In
essence, costs.andrevenues are reflectedinithelmonth in which service is provided. All other
items, such’as costs‘assoeiated With,SDRCCEA operations and rates charged to customers
remaingdhe same. Cash provided byfinancing activities is not shown in the pro forma analysis,
althotigh payments for debt service are imncluded as a cost item.

The results ofthe pro forma analysis are shown in the following tables. SDRCCEA has also
included a summary. of reserves, which are expected to accrue over this same period of time.
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Table 9: SDRCCEA Summary of CCA Program Start-Up and Phase-In, ZOAQD

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
CCA Load, MWh - 3,164,157 7,302,764 7,306,581 7,311,772 7,273,730 7,231,000 7,187,869 7,139,138 7,087,820
SDG&E average exit fees for CCA load (PCIA) $0.00 $31.16 $30.43 $32.72 . $30.9 $27.65 $21.64 $12.68 $0.00
SDG&E average gen rate for CCA load, $/MWh $0.00 $107.47 $106.81 $107.55 $110.14 $114.22 $117.96 $123.67 $132.66
CCA Load, MWhs - 3,164,157 7,302,764 7,306,581 7,303,945 7,231,000 7,187,869 7,139,138 7,087,820
VS
Rate Discount (%) 4.0% 4.0% 4.0% 4.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0%
Ave CCA Rate, $/MWh $0.0 $72.0 $72.1 $%.5 $73.7 $76.]’ $80.9 $90.4 $104.8 $126.0
Rate Revenue $247,770,961 $526,250,120 $514,979,361 $553,305,99 $584,661,847 $649,935,765 $748,249,492 $893,235,699
Other Revenue (Loans) $5,000,000 $35,000,000 $0
Interest income 1.25% $319.826 $1.,424,562 $2,000,079 $2,198.411 $1,984,443 $2,339,617 $2,646,349 $3,063,906 $3,107,999 $3,319.427
Total Revenue $5,319,826 $284,195,523 $528,250,198 $517,177,772 $555,645,614 $587,308,196 $652,999,671 $751,357,491 $896,555,125
Expenses
Cost of Power $0  ($187,868,853)  ($449,057,615) ($506,288,425)  ($528,596,976)  ($623,699,368)  ($708,218,130)  ($817,398,187)
O&MIA&G Costs ($3,315,000)  ($15,482,812)  ($22,514,515) ($24,818,621)  ($25,306,637)  ($25,772,878)  ($26,225,120)  ($26,685,972)
Total Expenses ($3,315,000)  ($203,351,666)  ($471,572,130) ($531,107,047)  ($553,903,613)  ($649,472,246)  ($734,443,250)  ($844,084,159)
Unleveraged Free Cash Flow $2,004,826 $80,843,858 $56,678,068 0 $24,538,567 $33,404,583 $3,527,425 $16,914,241 $52,470,966
Debt Service (interest and payments) ($234,001) ($16,829,014) ($1,774,749) $0 $0 $0 $0 $0
Leveraged Free Cash Flow $1,770,825 $28,413,853 $24,538,567 $33,404,583 $3,527,425 $16,914,241 $52,470,966

Working cash on hand
Target Cash on hand
Cash (to)/From reserve

End of Year Cash

$187,169,330

$135,042,519
($24,084,593)
$163,084,737

$1,770,825

$137,179,395
($21,576,082)

$1,770,825

$211,707,897

$138,911,403
($2,902,623)
$208,805,274

$245,112,480

$146,827,049
($3,419,485)
$241,692,995

$248,639,905

$163,249,918
($14,335,295)
$234,304,610

$265,554,146

$187,839,373
($12,745,651)
$252,808,495

$318,025,112

$224,138,781
($16,446,136)
$301,578,976

Reserve Fund Adjustment

Target

Reserve Fund Adjustment
Potential Reserve Addition
Reserve additions (Subtractions)
Reserve fund total

$76,525,043 $76,763,434
$53,890,317 $45,422,284 $24,084,593
$10,367,586 $21,576,082 $24,084,593
$31,102,759 $52,678,841 $76,763,434

$79,666,057

$2,902,623
$2,902,623
$79,666,057

$83,085,542

$3,419,485
$3,419,485
$83,085,542

$97,420,837

$14,335,295
$14,335,295
$97,420,837

$110,166,487

$12,745,651
$12,745,651
$110,166,487

$126,612,624

$16,446,136
$16,446,136
$126,612,624

31



The surpluses achieved during the phase-in period serve to build SDRCCEA’s net financial
position and credit profile and to provide operating reserves for SDRCCEA in the event that
operating costs (such as power purchase costs) exceed collected revenues for short periods of
time. In addition, financial surpluses could be used to increase renewable and GHG-free
resources within SDRCCEA’s resource mix.

7.7 SDRCCEA Financings

It is anticipated that one or more financings will be necessary to support SODRCCEA’s CCA
implementation. SDRCCEA has received multiple bids for workingsapital credit and banking
services which are currently under evaluation. Subsequent capital‘requirements will be self-
funded from the SDRCCEA CCA'’s accrued financial reservest The antieipated financing
approach is described below.

7.8 SDRCCEA Start-up and Working Capital

As previously discussed, the anticipated start-up and working capital requirements for
SDRCCEA are estimated at $40 million. This amount is‘dependent upon the electric load served
by SDRCCEA, actual energy prices, payment terms established with the third-party supplier, and
program rates. This figure would be refinéehduring the startup'period as these variables become
known. Once SDRCCEA is operational, these costs would be recoveredsfrom customers through
retail rates.

It is assumed that non-powerstart-up costs of approximately'$5'million will be funded through
an unsecured line of credit'with.a third-party lender and repaid from the working capital
financing and/or program revenues. The working'¢apital financing will be primarily secured via
a short-term loan, whichiweuld allow SDRCCEA toydraw cash as required. Requisite financing
is expected to be in place by @1 2020:

7.9 Renewable'Resource Rroject Financing

SDRECEA may consider project finaneings for renewable resources, likely local wind, solar,
biomass or.geothermal as well as storage and energy efficiency projects. These financings would
only occur aftena sustained period of successful SDRCCEA operation and after appropriate
project opportunities are identified and subjected to appropriate environmental and other
reviews. SDRCCEA’s,ability to directly finance projects will likely require a track record of five
to ten years of successfulioperations demonstrating strong underlying credit to support the
financing; direct financing undertaken by SDRCCEA would not be expected to occur sooner
than 2030.

In the event that such financing occurs, funds would include any short-term financing for the
renewable resource project development costs, and would likely extend over a 20- to 30-year
term.
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8. RATE SETTING, PROGRAM TERMS AND CONDITIONS

8.1 Introduction

This chapter describes the initial policies proposed for SDRCCEA in setting its rates for electric
services. These include policies regarding rate design, rate objectives, and provision for due
process in setting electricity rates. Rates must be approved by the SDRCCEA Board of Directors.

8.2 Rate Policies

SDRCCEA will establish rates sufficient to recover all costs related 1@ its operation, including
any reserves that may be required as a condition of financing and other diseretionary reserve
funds that may be approved by the Board of Directors fof SDRCCEA uses.

The primary objectives of the rate setting plan are 40 Set rates that achieve the following:

Rate competitiveness;

Rate stability;

Equity among customers in each tariff;
Customer understanding; and
Revenue sufficiency.

Each of these objectives is described below.

8.3 Rate Competitiveness

Competitive rates will be'eritical t0 attracting and retaining key customers. For SDRCCEA to be
successful, the.combination of pfice and valiiesmust be perceived as superior when compared to
the bundlediutility‘serviee alternative. SDRCCEA’s primary goal is to offer competitive rates for
electricservices with a‘discount target,ranging from ~2-4% percent below similar generation
rates,offered by SDG&E, subject to actual energy product pricing and decisions of the Board of
Directors:

As planned, the value provided by SDRCCEA will include a higher proportion of renewable and
carbon-free energy.and reduced GHG emissions relative to SDG&E, enhanced energy efficiency
and customer programsyeommunity focus, local investment and control. As previously
discussed, SDRCCEA will increase renewable energy supply to program customers, relative to
SDG&E, by offering two distinct rate tariffs. The default tariff for SDRCCEA customers will be
the standard tariff, which will increase renewable energy supply to a minimum of 50% -60% at
program launch while maintaining generation rates that are generally comparable to and
potentially below SDG&E’s. The initial renewable energy content provided under SDRCCEA'’s
standard tariff will exceed California’s prevailing RPS, and SDRCCEA will endeavor to increase
this percentage on a going forward basis, subject to operational and economic constraints.
SDRCCEA will also offer its customers a voluntary 100 percent renewable energy tariff, which
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will supply participating customers with 100 percent renewable energy at rates that reflect
SDRCCEA’s cost for procuring related energy supplies.

Participating qualified low- or fixed-income households, such as those currently enrolled in the
California Alternate Rates for Energy (“CARE”) program, will be automatically enrolled in the
standard tariff and will continue to receive related discounts on monthly electricity bills through
the incumbent utility.

8.4 Rate Stability

SDRCCEA will offer stable rates by hedging its supply costs ovef multiple time horizons and by
including renewable energy supplies that exhibit stable costs. At will alsoyestablish risk
management policies and reserve policies that include a rate stabilization fund.

8.5 Equity Among Customer Classes

Initial rates will be set based on cost-of-service considerations with, reference to the rates
customers would have otherwise paid to SDG&E. Rate differeénces among customier classes will
reflect the rates charged by SDG&E as well as differences 1 the costs of providing service to
each class.

8.6 Revenue Sufficiency

SDRCCEA’s rates must collect sufficient revenuedrom participating customers to fully fund
SDRCCEA’s annual budget."Rates,will be set to collect the adopted budget based on a forecast
of electric sales for thefbudget year. Rates will betadjusted as necessary to maintain the ability to
fully recover all of €0sts of, operation subject to the diselosure and due process policies described
later in this chapter. To ensure rate stability, funds available in SDRCCEA’s rate stabilization
fund may be usedsfrom timet0 time t0augmentioperating revenues.

8.7 Rate Design

SDRCCEA will initially match the rate structures of SDG&E’s standard rates. SDRCCEA will,
over time, transition to rate designs that better reflect its cost of service as well as enhance customer
understanding anditime of use requirements.

8.8 Custom Pricing'Options
8.8.1 Net Energy Metering

As planned, customers with on-site generation eligible for net metering from SDG&E may be
offered a net energy metering rate from SDRCCEA. Net energy metering allows for customers
with certain qualified solar or wind distributed generation to be billed on the basis of their net
energy consumption. The SDG&E net metering tariffs (NEM) requires SDRCCEA to offer a net
energy metering tariff in order for the customer to continue to be eligible for service on Schedule
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NEM. The objective is that SDRCCEA’s net energy metering tariff will apply to the generation
component of the bill, and the SDG&E net energy metering tariff will apply to the utility’s
portion of the bill. SDRCCEA plans to pay customers for excess power produced from net
energy metered generation systems in accordance with the rate designs adopted by SDRCCEA.

8.9 Disclosure and Due Process in Setting Rates and Allocating Costs
Among Participants

Initial rates will be adopted by the SDRCCEA Board of Directorsfollowing the establishment of
the first year’s operating budget and prior to initiating the first‘phase, of service. Subsequently,
SDRCCEA will prepare an annual budget and corresponding customer rates. Any proposed rate
adjustment will be made to the Board of Directors anddample time willhbe given to affected
customers to provide comment on the proposed rate changes.

After proposing a rate adjustment, SDRCCEA will'furnish affected customers with amotice of its
intent to adjust rates, either by mailing such notices postage prepaid,to affected cugtomers, by
including such notices as an insert to the regular bill for charges transmitted to affected
customers, or by including a related message directly on the‘eustomer’s monthly electricity bill.
The notice will provide a summary of the preposed rate adjustment and will include a link to the
SDRCCEA website where information will be‘posted regarding the ameunt of the proposed
adjustment, a brief statement of the reasons Tor the“adjustment, and the mailing address of
SDRCCEA to which any customer inquiries relativedo the preposed adjustment.
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9. CUSTOMER RIGHTS AND RESPONSIBILITIES

9.1 Introduction

This chapter discusses customer rights, including the right to opt-out of the SDRCCEA Program
and the right to privacy of customer usage information, as well as obligations customers
undertake upon agreement to enroll in the SDRCCEA Program. All customers that do not opt-
out within 30 days of the fourth enrollment notice will have implicitly agreed to become full
status program participants and must adhere to the obligations set forth below, as may be
modified and expanded by the SDRCCEA Board from time to time.

By adopting this Implementation Plan, SDRCCEA will haye approved thexcustomer rights and
responsibilities policies contained herein to be effective at CEA Program mitiation. SDRCCEA
retains authority to modify program policies from time'to time at its discretion.

9.2 Customer Notices

At the initiation of the customer enrollment process, a total'efifour notices will be provided to
customers describing the Program, informing them of their right'to opt-out of the program and
to remain with incumbent utility bundled generation service, and‘contaiping a simple
mechanism for exercising their right to opt-out. The first notice will be mailed to customers
approximately sixty days prior to the date of automatic'enrellment#A second notice will be sent
approximately thirty days later. SDRCCEA will usé'its own‘mailing service for requisite
enrollment notices ratherghanincluding the notices in SDG&E’s monthly bills. This is intended
to increase the likelih@od that customers will readthe enrollment notices, which may otherwise
be ignored if includéedas abill insert. Customers may_opt-out by notifying SDRCCEA in one of
three ways: 1) In writing, ViaUS Post;2) by using SDRCCEA’s designated 1-800 number or 3)
by opting-out oR:SPRCCE’s'website. Shouldieustomers choose to initiate an opt-out request by
contacting SDG&E, they,wouldbeitransferred to the SDRCCEA call center to complete the opt-
out request. Consistent'with,CPUCregulations, notices returned as undelivered mail would be
treated@s a failure to opt-out,and the'customer would be automatically enrolled.

Following automatic enrollment, at least two notices will be mailed to customers within the first
two billing cycles (approximately sixty days) after SDRCCEA service commences. Opt-out
requests made on or before the sixtieth day following start of SDRCCEA Program service will
result in customer transfer to bundled utility service with no penalty. Such customers will be
obligated to pay charges associated with the electric services provided by SDRCCEA during the
time the customer took service from the SDRCCEA Program, but will otherwise not be subject
to any penalty or transfer fee from SDRCCEA.

Customers who establish new electric service accounts within the Program’s service area will be
automatically enrolled in the SDRCCEA Program and will have sixty days from the start of
service to opt-out if they so desire. Such customers will be provided with two enrollment notices
within this sixty-day post enrollment period. Such customers will also receive a notice detailing
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SDRCCEA’s privacy policy regarding customer usage information. SDRCCEA will have the
authority to implement entry fees for customers that initially opt out of the Program, but later
decide to participate. Entry fees, if deemed necessary, would aid in resource planning by
providing additional control over the SDRCCEA Program’s customer base.

9.3 Termination Fee

Customers that are automatically enrolled in the SDRCCEA CCA Program can elect to transfer
back to the incumbent utility without penalty within the first two months‘ef service. After this
free opt-out period, customers will be allowed to terminate their partiCipation but may be subject
to payment of a Termination Fee, which SDRCCEA reserves thefrightito impose, if deemed
necessary. Customers that relocate within SDRCCEA’s servige territory would have SDRCCEA
service continued at their new address. If a customer relocatingto an address, within
SDRCCEA’s service territory elected to cancel servicegthe Termination Fee could be applied.
Customers that move out of SDRCCEA’s service tegritory would not be subject to,the
Termination Fee. If deemed applicable by SDRCEEANSDG&Ewould collect the Termination
Fee from returning customers as part of SDRCCEA’s final bill to"the customer.

For illustrative purposes, SDRCCEA Termination Fee couldvary by customer class as set forth
in the table below, subject to a final determination by SDRCCEA.

SDRCCEA Program: lllustrative Schedule of Fees fok, Service Termination*

Customer Class Fee
Residential $5
Non-Residential $25

* Note that SDRCCEA"hasyyet to adopt a Schedule of Fees for Service Termination. The fees
reflected in this table are representative of similar charges adopted by California’s Operational
CCA Programs

If adopted, the Termination Fee would be clearly disclosed in the four enrollment notices sent to
customers during thexsixty-day period before automatic enrollment and following
commencement of services The fee could also be changed prospectively by SDRCCEA subject to
applicable customer naticing requirements.

Customers electing to terminate service after the initial notification period would be transferred
to SDG&E on their next regularly scheduled meter read date if the termination notice is received
a minimum of fifteen days prior to that date. Such customers would also be liable for the
nominal reentry fees imposed by SDG&E and would be required to remain on bundled utility
service for a period of one year, as described in the utility CCA tariffs.
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9.4 Customer Confidentiality

SDRCCEA will establish policies covering confidentiality of customer data that are fully
compliant with the required privacy protection rules for CCA customer energy usage
information, as detailed within Decision 12-08-045. SDRCCEA will maintain the confidentiality
of individual customers’ names, service addresses, billing addresses, telephone numbers, account
numbers, and electricity consumption, except where reasonably necessary to conduct business of
SDRCCEA or to provide services to customers, including but not limited to where such
disclosure is necessary to (a) comply with the law or regulations; (b) enable SDRCCEA to
provide service to its customers; (c) collect unpaid bills; (d) obtain@nd provide credit reporting
information; or (e) resolve customer disputes or inquiries. SDRCGCEAwwill not disclose customer
information for telemarketing, e -mail, or direct mail sc
released at SDRCCEA’s discretion.

9.5 Responsibility for Payment

Customers will be obligated to pay SDRCCEA Program charges fox,service provided through the
date of transfer including any applicable Termination Fees, Pursuant to current CPUC
regulations, SDRCCEA will not be ableto direct that electricityyservice be shut off for failure to
pay SDRCCEA bills. However, SDG&E ‘haSithe right to shut off electricity to customers for
failure to pay electricity bills, and SDG&E Electrie,Rule 23 mandatesythat partial payments are
to be allocated pro rata between SDG&E anehSDRCCEA., In most gircumstances, customers
would eventually be returned to utility service for failuret pay.bills in full and customer
deposits (if any) would be withheld in the case‘offunpaid bills. SDG&E would attempt to collect
any outstanding balanceffrom customers in accordance with Rule 23 and the related SDRCCEA
Service Agreement. Jheproposed process is for two late payment notices to be provided to the
customer within 30 days‘@fithe original bill due date.#f payment is not received within 45 days
from the original due date, serviceé woulthbe transferred to the utility on the next regular meter
read date, unless altérnative payment arrangements have been made. Consistent with Rule 23,
service cannot be discontinued to-@a residential customer for a disputed amount if that customer
has filed a complaint with the CPUC, and.that customer has paid the disputed amount into an
escrow account.

9.6 Customer, Deposits

Under certain circumstances, SDRCCEA customers may be required to post a deposit equal to
the estimated charges for'two months of service prior to obtaining service from the SDRCCEA
Program. A deposit weuld be required for an applicant who previously had been a customer of
SDG&E or SDRCCEA and whose electric service had been discontinued by SDG&E or
SDRCCEA during the last twelve months of that prior service arrangement as a result of bill
nonpayment. Such customers may be required to reestablish credit by depositing the prescribed
amount. Additionally, a customer who fails to pay bills before they become past due as defined
in SDG&E Electric Rule 11 (Discontinuance of Service), and who further fails to pay such bills
within five days after presentation of a discontinuance of service notice for nonpayment of bills,
may be required to pay said bills and reestablish credit by depositing the prescribed amount. This
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rule will apply regardless of whether service has been discontinued for such nonpayment. Failure
to post deposit as required would cause the account service transfer request to be rejected, and
the account would remain with SDG&E. A customer whose service is discontinued by
SDRCCEA is returned to SDG&E generation service.

39



10. PROCUREMENT PROCESS

10.1 Introduction

This Chapter describes SDRCCEA’s initial approach to power supply procurement. SDRCCEA
shall retain the authority to modify this initial approach from time to time at its discretion.

10.2 Procurement Methods

SDRCCEA may enter into agreements for a variety of services neéded to support program
development, program operations and management. SDRCCEA'will'generally utilize
competitive procurement methods for services but may also utilize direet procurement or sole
source procurement, depending on the nature of the servi€esito be procured. Direct procurement
is the purchase of goods or services without competition when multiple sources ef supply are
available. Sole source procurement is generally to e performed,only in the case‘of'emergency
or when vendor availability is limited or a competitive process would be an idle act.

10.3 Key Contracts
10.3.1 Electric Supply Contracts

SDRCCEA will initiate service using supply‘¢ontracts withyone or+smore qualified providers to
supply sufficient electric energy resources to meet¢<SDRCCEA eustomer demand as well as
applicable resource adequacy-requirements, ancillary and other necessary services. SDRCCEA
may complete additional solicitations to supplement its energy supply and/or to replace contract
volumes provided under the original contract. SDRECEA would begin such procurement
sufficiently in advance of‘contract'éxpiration so that'the transition from the initial supply contract
occurs smoothlygavoiding dependence on market’conditions existing at any single point in time.

SDRCCEA will solicit'the services.ofya certified Scheduling Coordinator to schedule loads and
resoufcesio meet SDRCCEA\customer demand. SDRCCEA may designate the primary supplier
to be respansible for day-to-day energy supply operations of the SDRCCEA Program and for
managing the predominant supply risks for the term of the contract. The primary supplier may
also contribute t0 meeting the Program’s renewable energy supply goals. However, additional
suppliers may also‘bejidentified to supplement requisite renewable energy supplier of the
SDRCCEA program.‘Finally, the primary supplier may be responsible for ensuring SDRCCEA'’s
compliance with all applicable resource adequacy and regulatory requirements imposed by the
CPUC or FERC.

In August 2020, SDRCCEA intends to commence the requisite competitive solicitation process
to identify its initial energy portfolio and anticipates executing the electric supply contract(s) for
Phase 1 loads in late 2020. The contract for Phase 2 loads will be executed contemporaneously
or shortly thereafter.
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10.3.2 Data Management Contract

A data manager will provide the retail customer services of billing and other customer account
services (electronic data interchange or EDI with SDG&E, billing, remittance processing, and
account management). Recognizing that some qualified wholesale energy suppliers do not
typically conduct retail customer services whereas others (i.e., direct access providers) do, the
data management contract will likely be separate from the electric supply contract. Separating
the data management contract from the energy supply contract gives SDRCCEA greater
flexibility to change energy suppliers, if desired, without facing an expénsiyve data migration
issue. It is anticipated that a single contractor will be selected to perform the data
management/call center functions.

The data manager is responsible for the following services:
Data exchange with SDG&E;

Technical testing;

Customer information system;

Customer call center;

Billing administration/retail settlements;
Settlement quality meter data reporting; and
Reporting and audits of utility billing:

The data management contract will also require that'services be provided consistent with
SDRCCEA’s customer confidentiality policies,as deseribed im,Section 9.4, and the contractor
will be required to providegpriokto contract award, adequate assurances to SDRCCEA that
appropriate data securityfmeasures are employed,\As this point in time, SDRCCEA has not yet
commenced the requisite,competitive solicitation process to identify its data management
services provider. Howeven, it is anticipated that SDRCCEA will execute a contract for data
management/call center services in-Mareh,or April,2020.

10.4 Electric Supply Procurement Process

SDRCCEAywill initiate service using supply contracts with one or more qualified providers to
supply sufficient electric energy resodrces to meet SDRCCEA customer demand as well as
applicable resauree adequacy/requirements, ancillary and other necessary services. SDRCCEA
may seek the services of a portfolio manager to support electric supply management. SDRCCEA
may complete additional salicitations to supplement its energy supply and/or to replace contract
volumes provided under the original contract. SDRCCEA would begin such procurement
sufficiently in advance of contract expiration so that the transition from the initial supply contract
occurs smoothly, avoiding dependence on market conditions existing at any single point in time.
SDRCCEA will also solicit the services of a certified Scheduling Coordinator to schedule loads
and resources to meet SDRCCEA customer demand, and in keeping with CAISO requirements.

On XX, 2019 SDRCCEA issued an RFP for wholesale energy and power services and will select
one or more qualified vendors to support power planning, power contract negotiations, schedule
coordination, compliance, DER and integrated resource planning and long-term renewable
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contracts. It is anticipated that one or more energy service providers will be identified in Q1
2020 and SDRCCEA anticipates executing the electric supply contract for Phase 1 loads in late
fall/winter of 2020. The contract(s) for Phase 2 and Phase 3 loads will be executed a few months
in advance of each phase’s launch.

42



11. CONTINGENCY PLAN FOR PROGRAM TERMINATION

This Chapter describes the process to be followed in the case of termination. By adopting the
original Implementation Plan, SDRCCEA will have approved the general termination process. In
the unexpected event that SDRCCEA would terminate supplying electricity and return its
customers to SDG&E service, the proposed process is designed to minimize the impacts on its
customers and on SDG&E. The proposed termination plan follows the requirements set forth in
SDG&E’s Tariff Rule 27 governing service to CCAs. SDRCCEA retain8,discretion to modify
program policies from time to time at its discretion.

SDRCCEA will offer services for the long term with no planned Program termination date. In
the unanticipated event that SDRCCEA decides to terminate the Programpeach of its Member
Agencies would be required to adopt a termination ordinafce orresolutionand provide adequate
notice to SDRCCEA consistent with the terms set forth'in its JPA Agreement., Fellowing such
notice, SDRCCEA’s Board would vote on Programdermination subject to voting provisions as
described in the JPA Agreement. In case SDRCGEAaffirmatively votes to proceed with JPA
termination, SDRCCEA would disband under the provisions identified in its JPA Agreement.

After any applicable restrictions on suchiytermination have been satisfied, notice would be
provided to customers six months in advance that they will be transferred back to SDG&E. A
second notice would be provided during the final'sixty-days in advance of the transfer. The
notice would describe the applicable distribution utility bundled sepvice requirements for
returning customers then in effect, such as any:transitional*ar bundled portfolio service rules.

At least one year in advance notice would be provided to SDG&E and the CPUC before
transferring customers;and SDRCCEA would coordinate the customer transfer process to
minimize impacts on customers and.ensure no disruption in service. Once the customer notice
period is complete, customers would be transferred en masse on the date of their regularly
scheduled meterread date.

SDRECEA will post a bond er maintainsftinds held in reserve to pay for potential transaction
fees chargedito the Programifor switching customers back to distribution utility service. Reserves
would be maintained against the fees imposed for processing customer transfers (CCASRS).

The Public Utilities Code requires demonstration of insurance or posting of a bond sufficient to
cover reentry feeSimposed on customers that are involuntarily returned to distribution utility
service under certain-eireumstances. The cost of reentry fees is the responsibility of the energy
services provider or the community choice aggregator, except in the case of a customer returned
for default or becauseits contract has expired. SDRCCEA will post financial security in the
appropriate amount as part of its registration process and will maintain the financial security
agreement in the required amount, as necessary.
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