
CITY COUNCIL ACTION:
______________________________________________________________________
______________________________________________________________________
______________________________________________________________________

AGENDA ITEM #����

STAFF REPORT 
CITY OF SOLANA BEACH

TO: Honorable Mayor and City Councilmembers  
FROM: Gregory Wade, City Manager
MEETING DATE:  June 24, 2020
ORIGINATING DEPT: City Manager’s 
SUBJECT:  Public Hearing for Consideration of Adoption of 

Resolution 2020–099 Amending the Solana Energy 
Alliance (SEA) Rate Schedule 

BACKGROUND: 

Community Choice Aggregation (CCA), authorized by Assembly Bill 117, is a state law
that allows cities, counties and other authorized entities to aggregate electricity demand 
within their jurisdictions in order to purchase and/or generate alternative energy supplies 
for residents and businesses within their jurisdiction while maintaining the existing 
electricity provider for transmission and distribution services. The goal of a CCA is to
provide a higher percentage of renewable energy electricity at competitive and 
potentially cheaper rates than existing Investor Owned Utilities (IOUs), while giving 
consumers local choices and promoting the development of renewable power sources 
and programs and local job growth.   

The City of Solana Beach’s (City) CCA, Solana Energy Alliance (SEA), was established 
by the City Council through adoption of Ordinance 483 on December 13, 2017 and 
began serving customers in June 2018.  SEA is the first CCA to launch in San Diego 
Gas & Electric territory and remains the only CCA operating in San Diego County.  

At its regular meeting May 13, 2020, the City Council adopted Resolution 2020-060 
adjusting SEA rates to coincide with San Diego Gas & Electric’s rate decrease and 
changed the rate discount offered to SEA customers from 3% to 1% on energy 
generation costs. The decision to reduce the rate discount was necessary to maintain 
the commitment to providing 50% renewable/75% carbon free energy while at the same
time addressing the financial constraints facing SEA due to increasing Power Charge 
Indifference Adjustment Fees (PCIA or Exit Fees), increasing costs of carbon free 
energy, and increasing regulatory demands. 
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In addition to the factors impacting SEA described above, SEA is also being impacted 
by the COVID-19 pandemic resulting in school closures and stay at home orders and 
the impact these have had on energy demand and usage.  At the time the Council 
adopted Resolution 2020-060, these COVID-19 impacts were not clearly known. Now 
that there has been several months of data available related to the COVID-19 impacts, 
it is possible to analyze the impacts and provide an updated financial model that reflects 
the current conditions. 

At its May 27th meeting, the City Council received a report on the impacts that COVID-
19 is having on SEA’s finances and deliberated on options to address the negative 
impacts.  As a result of those discussions, the City Council directed Staff to take the 
following steps to address the projected negative financial projection:

� Adjust generation rates to parity (even) with SDG&E’s generation rates for
SEA Choice customers

� Sell PCC 2 energy and repurchase PCC 3 RECS to maintain the 75% carbon
free content

� Return to discuss a possible general fund bridge loan

This item is before Council to consider adoption of Resolution 2020-099 amending the 
SEA rate schedule (Attachment 1) effective June 1, 2020, providing rate parity for
energy generation costs on the SEA Choice product when compared to San Diego Gas 
& Electric (SDG&E) comparable rates.

DISCUSSION: 

Pursuant to City Council direction from its May 27, 2020 meeting, the proposed SEA 
rates effective June 1, 2020, have the following impact to SEA Choice residential 
Schedule DR customers (based on average monthly usage of 465 kWh): 

Rate Schedule 
4/1/20 Adopted 

Rate 
6/1/20 Proposed 

Rate % change 
Est. 

Monthly 
change 

Residential –
DR Summer $.10051/kWh $.10186/kWh 1.34% $.62
Residential –
DR Winter $.03560/kWh $.03629/kWh 1.94% $.33

As discussed in the May 27th City Council Staff Report, it had been anticipated that 
SDG&E would be adjusting rates effective June 1, 2020 and eliminating the seasonal 
variance.  At that time, the updated rate schedules from SDG&E were not yet available.  
Now that those rate schedules have been made public, it has been determined that the 
change to eliminate rate seasonality is being done through the delivery charges and 
generation charges did not change.  As a result, the proposed generation rate schedule 
continues to include the seasonal variances as has been historically reflected in SEA 
rate schedules.
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General Fund Bridge Loan

At its May 27th meeting, the City Council considered an option to authorize a bridge loan 
from the general fund to address any potential cash flow issues that may be 
experienced by SEA between now and when it transitions its customers to Clean 
Energy Alliance (CEA) and ceases to serve customers.  The City Council indicated a 
desire to defer the discussion to a future meeting.  Staff recommends continuing this 
discussion during this meeting.

COVID-19 Impacts to SEA Cash Flows

The discussion below was presented to the City Council on previous Staff Reports, 
however, since this is an evolving situation, it is appropriate to include the information 
again and include an update.

On March 4, 2020, Governor Gavin Newsom proclaimed a State of Emergency in 
response to the outbreak of novel coronavirus, COVID-19.  On March 13, 2020, SDG&E 
implemented a moratorium on all disconnections of service for non-payment.  On April 
16, 2020, the CPUC adopted Resolution M-4842 that ordered electric, gas, 
communications and water and sewer corporations to implement consumer emergency 
protective measures and for the Investor Owned Utilities (including SDG&E) to file 
advice letters that detail their plan to implement these protective measures, due May 1, 
2020.  As part of that process, SDG&E was required to meet and confer with Solana 
Energy Alliance, which occurred on April 30, 2020.

During the meet and confer, SEA had an opportunity to hear a presentation from 
SDG&E regarding their proposed implementation of the consumer emergency 
protective measures, and to provide input regarding anticipate impacts to SEA.  Of 
particular concern to Solana Beach is the approach SDG&E plans to take regarding 
allocating payments between SDG&E and SEA for partial payments, or payments from 
customers on payment plans.  Solana Beach Staff stressed the importance to SDG&E 
of allocating the payments on a pro-rata share between SDG&E and SEA to ensure fair 
and equitable payment allocation. Cal-CCA, the professional CCA advocacy association 
in California, also participated in the meeting with SDG&E, as they did with the other 
two California IOUs.  SDG&E indicated a willingness to discuss processes of allocation 
of payments to SEA but did not make a firm commitment to a particular allocation 
methodology.  The risk to SEA is that SDG&E would allocate the payments first to their 
charges and SEA would be further impacted by long-term unpaid charges.  This issue 
continues to be a high priority for SEA and Staff will continue to work with SDG&E to 
ensure an equitable allocation of payments from customers.

Subsequently, on May 1, 2020, SDG&E issued Advice Letter 3516-E-A, notifying the 
CPUC about its plans to implement customer protections.  These plans include a 
detailed description of payment collection efforts for both SDG&E and CCA program 
charges, a commitment to pro rata allocation of partial payments and a pledge to work 
with CCA programs regarding implementation.  AL 3516-E-A also states that because 
SDG&E is upgrading its billing system, it will have to work with CCA programs to 
manually account for pro rata charges that result from customer protections.
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Since these meetings, SDG&E has met with SEA Staff and has confirmed that it has 
instituted manual processes to analyze partial bill payments and remit funds to SEA on 
a pro-rate basis that ensures an equitable distribution of payments between SDG&E 
and SEA.  Staff is pleased with the level of cooperation that has been experienced with 
SDG&E during these most unusual circumstances.

CEQA COMPLIANCE STATEMENT:
 
The action being considered by the City Council is exempt from the California 
Environmental Quality Act (CEQA) because it is not a “project” under Section 
15378(b)(5) of CEQA Guidelines.
 
FISCAL IMPACT: 

SEA rates as proposed would provide funding to cover operating costs including 
renewable energy, carbon free and conventional energy.  

WORK PLAN:  

Environmental Sustainability – Policy Development – Implement Solana Energy Alliance

OPTIONS:

� Approve Staff recommendations
� Do not approve Staff recommendations
� Provide alternative direction to Staff

DEPARTMENT RECOMMENDATION: 

Staff recommends the City Council:

1. Conduct the Public Hearing:  Open the Public Hearing, Report Council 
Disclosures, Receive Public Testimony, and Close the Public Hearing.

2. Adopt Resolution 2020-099 amending the rate schedule for Solana Energy 
Alliance. 
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CITY MANAGER RECOMMENDATION: 

Approve Department Recommendation. 

_________________________
Gregory Wade, City Manager

Attachments:

Resolution 2020 – 099




