CITY COUNCIL AGENDA STATEMENT

ITEM NO.: _éL
MEETING DATE: 05/29/01

rl

ITEM TITLE: | REPORT ON THE CITY'S STRATEGIC EMERGY PLAN

A. RESOLUTION OF THE CITY COUNCIL OF THE CITY OF CHULA
VISTA ADOPTING THE CITY OF CHULA VISTA ENERGY 5TRATEGY
| AND ACTION PLAN

B. URGENCY ORDINANCE OF THE CITY COUNCIL OF THE CITY OF
CHULA VISTA ESTABLISHING THE CITY OF CHULA VISTA AS A
MUNICIPAL UTILITY 4/3THS ¥OTE REQUIRED

|C. ORDINANCE OF THE CITY COUNCIL OF THE CITY OF CHULA
- VISTA ESTAELISHING THE CITY OF CHULA VISTA AS A
MUNICIPAL UTLLITY

SUBMITTED BY: | COMMUNITY DEVELOPMENT DIRECTOR L) {5

REVIEWED BY: | CITY MANAGER

]

4/3THS VOTE: YES X |NO| |
BACKGROUND S

At the April 24 City Council meeting, (follewing an April 17 City Council Werkshop), stoff presented
a repor summarizing the findings and recommendations for o City Energy Sirategy ond Adlion Plon
{(“Strategy™. The findings ond recommendolions were bosed vpon stult anolysis of an energy
monogement oplions repor prepared by the City's consultant, MRW ond Associotes,  Counail
accepted the report and directed stolf to relurn with the implementing resclution adopting the
Strategy.

One major staff recommendation which emerged as parl of the overall energy sirategy, wos for the
City of Chula Vista to take the inilinl sleps necessary fo more specilically assess the cosls and benefits
of farming and operaling as a municipal utility, The firsd initial step in this process is to present tor
Coungl consideration an ordinanca establishing the Cily os a municipal utilivy.

This report serves to present the Strategy ond municipal uhlity ordinance for Coundil approval.

RECOMMENDATION

Adopt the Urgency Ordinonce declaning the City of Chula Visto @ municipal uttlity; place the
regular form of the ordinance on first reading; and adopt the resalution approving the Cily of
Chula Yista Energy Strategy and Ackon Plan.

/o7



PAGE 2, ITEM NO.: / é?

MEETING DATE: 05/2%/00

BOARDS/COMMISSIONS RECOMMENDATION

Mot applicable.

DISCUSSION

As indicated, the Ciky Council previously accepled the repor on energy manogement ophions and
staff's recommendalions on o brood-bosed Strotegy. The eight (8) mojor components of the
strategy are ouvilined below olong with the assigned stoff that will be responsible for monaging and
supporling each companent within the specified hmetrames. The Strategy document thal will be
used for distribution is oHached.

Energy Strateqy

The overall Energy Strotegy has been summarized inio the eight major components provided below,

1. Monitor the energy marke! and legal restrictions and; be prepared to enter info
an Electrical Services Contract with an Energy Services Provider (ESP) or power
generator as allowed by law.

a  Subject to removol of existing legal resinictions, seek Council authorization io negotiate
contract within the following parameters:

» Pledpe up io City's enfire load {14MW)
+ Term: Shorlest fime possible, but not to exceed 3 years

+ Prce: Establish o maximum fixed price beneath which stolf has the authority
to negotiate

« (Give authority to explore different pricing mechanisms and energy derivatives

Stalfing: Lead: City Manager's Office - Administration

Support: Administration - Speaal Operahons
Adminisiraticn — Legisiative

Timeframe: Ongoing
Update: None
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MEETING DATE: 05/29/00

2. Pursue Distributed Generation and “district" generation' oppertunities for
specific facilities and technologies.
s Solicit site specific proposals far:
a} City Focilities {New Corparation Yard; Civic Cenier/Police Facility; Library
and Recreation facilities)

b} Economic Development Cppeortunities (Geadrich Co.; Mawwell Rood site;
LandBank site}

»  Pyrsue Solar Energy and Distribulion Generation Grand Program offered through
California Energy Commission (CEC) and other sources

»  Moniter CPUC proceedings and encourage decisions that facilitate the program

StaHIing: (City facilities) Lead: Administralion = Special Operations

Support:  Public Works — Cperotions
Admimstration - Special Operations
Administration - Legislative

{Econ. Dev.) Lead: Community Development — Administration
Support:  Administration - Special Operations
Timeframe: Six (&) months for Cily faciliiies

Ongoing for Economic Develepment opportunities due to general regl
estate development uncertainties.

Update: Sta has met with a number of gllernative energy and fossil fuel
generation agencies to scope lhe feasibilily of energy generation at City
facilities.  StaF has used CA Imtzgrated Wasle Maonogement Funds and
City Housshold Hazardous Waste [HHW) funds to install one small
residential sized solar panel ol the new HHW facility located at the Corp.
Yard.

3. Partner with a third-party to build ond operate power generation fucilities.

«  Monitor discussions and negotiations between the Port District and their operating
confractar [Duke Energy) ond continue positive ond proaciive negofiations wilh them
regarding terms tor the redevelopmant of the South Bay Pland

- Initial areos for investigation and anolysis include but may not necessorily be
himited to:

v Projed description and scoping

« Aite planning; issue definition

! "Distributed Generation” refers to small power generation units (generally up to 30 MW) located at or
near load centers that could include multiple end users through "ower the fence" transactions.
Technologies include simple cycle gas turkines, fugl cells and photovoltaics. "Cistrict” Generation refers
to the eMicient cogeneration and distribution of hot water, skeam of cold water belwesn consumers as
an alternative to electricity or gas fired hot water or air conditioning services to a number of businesses.

G
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» Shared risks and benefits

Statfing: Lead: Cily Monager's CHfice - Administration

Support: Community Development — Admiristration
Adminisiration — Special Operotions

Timeframe: Ongeing

Update Staff will continue to meet with the Porl Disirict and Duke on on

as needed bosis and will keep Council updated as significant
developments occur.

4. Develop an emissions offsets program based on mobile sources

Work with air quality ofiicials to realize the benelis of any Cily investment in olfernative
fuel vehicles

Work with future generators ond the APCD fo ensure any mitigation funds generated are
invested locally

Develop portlolic of potential ofiset projects to make available to new generation sources
requiring affsets

Mafling: Lead: Administrotion - Special Operations
Support: Meone
Timeframe: Six {&) months
Update: Stofl is now inserting longuage in all of its comments regarding

South Bay tacilities that mitigation funds be spent locolly.  Stofl
will develop o list of potential projects and priorities ovar the nesxd
fiscal yeor while making preliminary contads with the APCD and
nshitutions that may need offset mitigation projecis.

5. Take initial steps 1o more specifically ussess the costs and beneflts of forming
und operating as a Municipal Utility to own/operatle all or poerlions of the local
distribution system

Present ordinance o dedlare City a Municipal Utility

Commence negotiotions with 3DGAE to identify mutually beneficial parnerships

Afer formol Council approval of a consultant contradl, conduci preliminary oppraisal and
pre-feasibility consultont services necessary to evoluate rough facility acquisition costs and
other related studies that will provide o business maodel to test the economics of Cily
ownership and operation [eslimated $50,000). The pre-feasibilily analysis iz the first
major step necessary to begin the formal process of establishing an integrated municipal
uiilily.

Coordinate uny effort en this strategy with other jurisdichons
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Staffing: Lead: City Manager's Office ~ administrafion

Support: Community Development — Administration
Administration — Special Operations

Timeframe: Consultant selection — three {3) months
Pre-feasibility onalysis completed — six (6] months
Update: Ordinance proposed. RFQ should be distribuled by July 1,
2001,

6. Become o municipal "aggregator™ ond acquire electricity af negotiated rates for
City facilities and participating residents/business customers
r  Support legislation that preserves consumer choices and aulhorizes "opt out" aggregation

programs and be prepared to furlher analyze the potentiol risk and benafits of pursuing
such o program

StaMing: Lead: City Manager's Office ~ Administration
Suppori: Administration - Special Operations

Administration - Legislative

Timeframe: Ongoing

Update: Stafl and the Cik's legislative odvocote have continued to
rmonitor ond commend on legislation that supports or ercdes the
City's ability to padicipate in the market at is discretion.  Staff
has olso worked with the Califernia League of Cities which has
laken o lead on some of this legislotion as it progresses.

7. Continve / expand energy conservation projects for City facHites and promote
eneryy efficient ond renewoble energy programs for businesses and residents

Staff hos prepared o seporote Information Memo for the May 29, 2001 agenda packet
updating the Council on adions staff have taken and are planning to take to implament the
broad-based recommendations provided below,

City Facilities

1 Provide additional energy design, management and funding support to the City Facilities
Projed Teant.

¢ Municipal aggreqgation allows a municipality to procure glectric power on behalf of their residents and
businesses under the presumption that consclidating or pocling numerous individual purchasers into a
single purchasing “ioad" will commandg more favorabla rates on the energy commodity market.
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* Coordinate grant and other funding sources te implemeant enargy sovings and alternotive
energy for City facilites.

* Establish g process that encourages the City's design and build partners to present energy
conservation and alternafive energy ophons that exceed htle 24 standards, and where
appropriate, instal! comparable energy conservation measures in existing City facilities.

* Coordinate eflorts with enargy service providers, the San Diego Regiona! Energy OHice,
the Colifornia Energy Commission and other agencies to take advanlogs of public focility
programs and obtain energy conservation cedifications for new and remodeled facilities.

= Eslablish a modibied work schadule for City employees, such as o 9/80 schedule. (Mot
recammended at this time.)

HOTE: As indicated in the mameo, staft is not requesting that Council take aclion to
implement a 2/80 work schedule os part of the eHort to reduce energy consumption
during peak summer demand. Stofl has cancluded thot the schedule needed to generate
ihe energy benefits needed to meet the ten percent [10%] conservation goal would be ton
disruplive to public services. Additionally, thera is not encugh lime to provide families
with sufficient notice to adjust to the changes thal would need to occur to the planning
and promotion that has gone inlo surmmer progroms for seniors, children and other
potentially dependent members of the community that rely on those public services. Staff
believes strongly that there is merit in the /80 plan fram conservation and other
imponant perspedives but more plonning is needed to fully toke advantage of those
benetits and minimize the potential impads to service.  Staff will work with all City
deparimants and Courncil o develap alternative energy conservation measures 1o replace
the energy savings thot ore needed 1o meet the State recommended goals that would
have occrued under /80 plan.

Residenk and Businesses

» Distribute free energy saving retrofits for existing residences.
* Develop matching fund programs to assist local busingsses with energy retrofits,

" Analyze available options to provide incenfives to businesses thot utilize renewable
sources of energy [i.e. solar panels, wind power, disiributive, etc.)

= City matching funds

= Grants or low interest loans {Sec, 108, CDBG, CEC Solar Energy Grant Program)
—  Rebates [in parnership with SDG&E)

- Free publicity

* |dentify and suppor state and federol grant opporiunities that sncourage businesses to
funher develop or bring-to-market new energy-related technaologies (i.e. wave technology,
fuel cell, etc.)

= Provide public education, information and assistance to residents and businesses so they
may toke advantage of rebale, loan and gront progroms that assist energy conservation.
This could include developing an Energy Conservalion Resource Guide.

Je &
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= Include energy resource information on the City’s website with links to relevant energy
sssislance websites {i.e. U5, Depl. of Energy, SOGAE Small Business Services, San Diego
Regional Energy OHice, et}

* Conduct business oulrsach workshops inviting guest speakers from various consuliing
groups and service organizodions/ogencies to provide information on  energy
conservation, renewable/sustainoble sources of energy, and government programs that
provide funding/reboies to suppor these efforis.

*  Partner with other service/community organizations 1o broodcast energy saving rescurces
ond tips fo businesses via newsletters, informahon pamphlets ond websites ond
coordinate efforts with the Planning Depariment.

=  Continue to utilize MRW io assist companies with contract negotiations as well os with
general energy-related inquirias.

Staffing: lLead: Adrministrotion — Special Ogeratians

Support: Community Development — Economic Development
Timeframe: Cngoing
Update: See Council Information Memo - May 29, 2007

8. DEVELOP AND IMPLEMENT A LEGISLATIVE STRATEGY THAT FACILTATES THE CITY'S
OVERALL ENERGY PLAN

Add o new cotegary 1o the Cily's existing Legislative Pragram that embodies the City's goals
in such key arees as environmental profection, eledricol supply costs, transmission reliability,
natural gaos supply and availability, photovolteic and ether alternative power sources and
power plant siting. This cotegory would include the following:

Support measures thak:

1. Assist the City and its energy consumers improve supply/demand conditions and enhance
consernvation measuras.

2. Preserve local options to contrel and fund the supply and distribulion of energy (incuding
the formation of @ municipal uhlity disirict} or that fund conservation programs,

3. Enhance the City's obility to enfer into distributed generation agreements without hoving
to pay stranded transmission or distribution charges.

4. Impose "foir and reosonable” wholescls price cops.

5. Repeal the provision in ABTX that suspends customer choice, and pass a faverable bill for
cuslomer choice [SB 27X or a similar one.

&. Maoke municpal aggragation programs availoble on on “opt-out” basis,

7. Allow public ogencies [not just municipal utilities) such as the Cily to participate in state
power supply programs.

B. Encourage use of real time metering.
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9. Increose mcenfives for photoveltaic and other allernative energy sources.

Cppose measures that:

1. Impinge on or resinc the City's ability to exercise lund use review/coniro! with respect to
the generafion or transmission of power,

2. Erode the Cily's obilily to acquire/generate power from alternalive sources, operate as o
murmcipal utility, or enter into aggregation and/or distributed generotion arrangements,

Stalling: Lead: Adminisirotion - Legislative
Adminisiration — Special Operations

Support: Communily Developmiant — Econormic Development
Timeframe: Cngoing

Update: Stalf will continue to monitor the spacial legislotive session{s) ond
provide supporl or opposifion to those proposals that fall within
the parameter of these legislative guidelines.  The  first
extraordinary sesston was broughi to a close on May 15 to allow
nan-urgency bills, such os the bond sole, to go into efled as
spon as possible. A second extra-ordinary session has been
convenad and those bills that were infroduced in the first extra-
ordinory session will be re-submibed for consideration by the
legistature.  All bills frem the iniliol session nof signed by the
Governor are deemed to be dead and must be resubmitted.

Municipal Ullity Ordinance

One mojor stofl recommendation is for the Cily to take the inifia! steps necessary o assess the cost
and benefils of forming and operating os o municipal ufility. The first step is for the Cily fo adopt an
ordinonce establishing the Cily os o municipal ulility. The proposed ordinonce is presented for
Counal's approval.

The Ciky's authorily to form o municipal uiilily derves from Article X, Sechon ¢ of the Colifornia
Conshiution. This Seclion provides that “o municipal corparotion may estoblish purchase and
operaie public works to furnish its inhabitants with light, water, power, heoi, fransporation, or
means of communication.” This authonty is carried out ot the local level through Seclion 200 of
the City Chorer. Section 200 generally provides for the Cily's exercise of power and canfral over
all “runicipal afairs”.

City Council opprovsl of the proposed ordinance would have the eflect of estoblishing o
municipal ulility for the City of Chela Vista, |t would also have the efiect of sebing up the
framework for fulure City Counal gdions that could implement some or all of the viility's
authorily o actually deliver uiility services. The types of uiility services avthorized indude water,
ronsperation, felecommunicahons, elednaty, naturol gos, ond related services. Potential service
areas include areas within and oviside the Cily's boundaries. Parinerships with other public or
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private utilities are also conternploted. At this time, however, the ordinance does not pre-commit
the City to any podicular utility service or service area. The ultimate structure of the municipal
utility entity, the kinds of fociliies it controls, and the kinds of utility services it delivers would all
need to be the subjed of future Cily Councl! action. In the meantime, the City Council will
owversae and direct the City's municipal utility activities. Per Council direction, stafl's imitial focus
will bs on assessing the feasibilily of becoming involved in the generation and distribution of
electricity, notural gas, and relaled energy products, As the Cily Counal may direct, staff will also
be pursuing other forms of ulility services.

The City does have some limited experience with municipal utility formation. Back in 1982 the
City established itself as “Municipal Solar Utility” in order to fadilitate the delivery of federal and
state tax credits to investors in solar energy facilities. This otiliy hos been dermont for spme lime
and does not appear to have been used to great effect.

The City's establishment of itselt as o municipal utility is calegorically exempt from CEQA
pursvant 1o CECA Guidelines Seclion 15320,

FISCAL IMPACY

Adoption of the proposed resolution and ardinance does not have an immediole and direct fiscal
impact cther than the sigmifica stalf time necessary to implement the proposed octions as
identified in bath the sioff report and Strategy.  Afler receipt of proposals for the consultant
services necessary to conduct preliminary oppraisal and pre-feasibility studies for acquisition of
necessary electrical facilities to consider becoming a municipal ulility, stalf will return to Council
requesting an appropriotion and epproval of ihe necessary agreemenis and contracts.

ATTACHMENYS

A -  Energy Slrategy ond Action Plan

B- Exscutive Summary

C- Information Memo dated 5/24/01 ragarding Update on the Implementation of Energy
Conservolion Meosures

I COMMOEVETAFF REP Enargy Srateqy and Muonicpal Litility Crd..dac
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ATTACHMENT 1

Energy Strategy and Action Plan

N
-'l--‘---

CITY OF
CHUIA VISIA

276 Fourth Avenue
Chula Vista, CA 91910
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Background and Overview

In light of the State’s energy crisis, the City
af Chuls Vista secured the services of
MRW and Assaciates to  provide an
assessment of energy management aptions
which may allow the City to gain a measure
of control over the City’s demand and
supply of energy as well as the financial
costs of the City's energy use aver tima,
MRW provided troad general
optionsfrecommengations with stafi
recommending a variety of action items to
implement or advance them (0 the extant
possible or feasible. The MRW report along
with the staff analysis, formed the basis for
this adopted City of Chula Vista Energy
Strategy and  Action Plan  {"Epeigy
Strategy”l. Included as Exhibit A, is the
staff prepared Executive Summary of the
MRW report. Included as Exhibit B, is the
fimal Assessment of Chula Vista's Energy
Management Options report prepared by
MRWY.

The Energy Strategy consists of eight {8)
broad-based efforts that coliectively seek to
take proactive steps to advance the
interests of the City of Chula Vista and its
residents and businesses in the areas of
energy conservation, supply, and
procurement. The broad-based efforts
include individual short-term  action plans
and the assigned staff responsible for
implementing them.

Staff's recommendations attempt to maks
pregress, to the extent the City can, on
koth the demand and supply sides of the
energy market. Certainly the City has the
abitity to immediately affect the demand
side to a much greater degree than the
supply side; particulardy in the short run.
The recommendations reflect the City's
commitment to expand our strong record in
energy conservation and the promotion and
use of renewsable energy sources,

Energy Strategy and Action Plan

Helative to the supply side, it is imporlant
to niote that there are a sigrficant number
of new plants, both major power plants and
smaller peaker plants, in various stages of
development and approvat that will make a
tremendous difference on supply statewide
over the next several years. The California
Energy Commission {CECI 15 currently
reporting that it has in its  application
process, 13 projects expected to deliver a
net capacity amount of 6,187 MW of new
powar supply. This inciudes the 510 MW
Otay Mesa plant. Additionally, CEC repeorts
that there are currently 29 peaker plant
applications statewide being processed
under the Governor's emergency siting
authority. These peakers are expected to
deliver a total of 3,219 MW of peak load
generation capacity including the Olay
Mesza Ltarkspur project {80 MW and the
proposed second peaker on Main Street in
Chula Vista (&7 Mw).  However, these
plantz will be pnimariiy utilizing naturat gas
and therefore {urther taxing the bmited
supply of natural gas to the Siate and San
Diego region (Section 2.8 of report). long-
term supply issues need to address natural
gas supply, and n the process, ceuld pave
the way for greater market potential for
renewable anargy sources.

It is important to note that the Epergy
Strategy does not contain an easy orF guick
solution to the energy orisis for Chula Vista.
H such a solution exists, it lies in the hands
of state and federal authorities, not the
City. The Ernergy Strategy does include
however, the best-known options at this
time to respond to the unique opportunities
and needs for Chula Vista., It is boped that
through these efforts, as weill as future
efforts that may emerge, the City can
prevent energy from being a limiting factor
i the economic future and sustainable
growth af cur community.

Page 1
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1. Monitor the energy market and legal restrictions and; be prepared
to enter into an Electrical Services Contract with an Energy
Services Provider (ESP) or power generator as allowed by law.

Rationale

AB1X currently prohibits direct energy purchases for as long as the state has
outstanding lopg-term contracts.  This law needs clarification, and may be
overturned, but for now, has squelched this market cpportunity,

There 15 same risk that if market conditions improve tn the next 1-3 years, a
long-term commitment to an ESP will burden the City with higher cost
elactricity.

= Subiect to removal of existing legal restrictions, seek Council authorization to pegotiate
contract within the following parameters:

Piedge up to City's entirs Inad (14MW|
Term® Shortest time possible, but not 1o exceed 3 years

Price: Establish a maximum fixed price beneath which staff has the authority to
negotiate

Give authority to explore different pricing mechamsms and energy derivatives

Staffing: Lead: City Manager's Office - Administration
Suppart: Administration — Special Operations
Administration — Legislative
Timeframe: Ongoing

Enerqgy Strategy and Action Plan Page 2
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2. Pursue Distributed Generation and “district™ generation?®
opportunities for specific facilities and technologies.

s [Dstributed generation can be used as a source of energy at peak periods when
pPOWET 1S MOSt exXpensive,

= Some types of distributed generation offer sighificant environmental benafits ta
the local area.

a  Because distributed generation can be accomplished with a low sapital
investment irelative 1o large-scale power plants), the financial nsk to the City of
this aption is more manageable than pursuing the development of a City-
financed power plant.

s  Current and proposed funding and incentive programs that are available for
distributed generation projects enhance the attractiveness of this option vis-a-
vis othaer options. In particular, the Legislature’s Special Session could lead to
new funding for distributed generation and potentially an easing of regulatory
and market barriers to distributed geperation.

= Distributed generation can power just City facilities, or, depending upon
capacity and location, could be dtilized with adjacent industnal sites in an “over-
the-fence” transaction. The City alzo should idemtify potentiat landfill gas
rescurces and explore development of those resources, as has been done in the
County at the Miramar, Sycamore and Otay landfills that use landfill methane
gas io manufacture energy. In 2 hypothetical application of distributed
generation at the Chuola Vista Police Department, 2 best-case scenaria for
distributed generation provides power to the Police Department at about 7-8
cents per kWh at historical natural gas prices and 11-13 cents per kXWh at
current elevated pricas.

Mote: I terms of downside risk, there is some risk the CPUC will rule in favor of
the utilities” position on distribution stranded costs or other issuas that could limit
the financial attractiveness of distnibuted generation,

! "Diginbuted Genaration” refers to small power generation units {generally up to 30 MW located &t or

near Ipad centers that could include mulliple and users through "over the fence” lransactions.
Technologias include simple eycle gas turbines, fuel cells and photovoltaics, "Dislict” generation refers
to the aficient vse of hot water, steam or cold waler between enlities to reduce consumption of
electricity or gas.

Energy Strategy and Action Plan Page 3
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= Solicit site specific proposals for:

a) City Facilittes {New Corporation Yard;, Civic Center/Police Facility:
Library and Recreation fasilities)

b} Ecomomic Development Opportunities {(Goodrich Co.; Maxwell Road
site: LandBank site}

e Pursue Solar Energy and Distribution Generation Grant Program offered through
California Energy Commissien {CECI and other sources

»  Monitor CPUC proceedings and encourage decisions that facilitate the program

Staffing:  {City facilities} Lead: Administration — Special Operations

Support: Fublic Works - Operations
Administration — Special Operations
Admimstration - Legislative

{Econ. Dev.} Lead: Community Development - Administration
Support:  Administration — Special Operations

Timeframe: Six {61 months for City facilities
Ongoing for Econamic Development opportunities due to aeneral real
estate development uncertainties.

Energy Strategy and Action Plan Page 4
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3. Partner with a third-party to build and operate power generation
facilities.

Rationale

» The City has an excellent opportupity to pursue this optioh with Duke Energy as
part of the modernization of the South Bay plant.

= A partnership ¢an e structured in numerous ways to share the risks and benefits of
development and aperation, and to leverage what each party brings to the table.
For example, in consideration for {acilitating the redevelopment of the South Bay
plant, the City could obtain rights to receive a dedicated share of the plant's
capacity, a share of plant revenues, and/or other public benefits such as Bayfront
infrastructure, City facility energy projects, etc.

* Proposed legislation may expedite the licensing and permitting process for new
power plants lprimanly peaking plantsi and for the repowering of existing power
plants, Because this legislation will likely have sunset provisions ii.e., dates upon
which thay expirel, the next one to three years may provide an ideal window to
push through the development and siting of a power plant.

=  Competing legislation may reduce the attractiveness of owning or sharing in the
development of a power plant. For example, legislation, if passed, may require the
owner of a power plant to zell its electricity only to in-state customers, limiting the
potential market for the plant’'s output {legislation pushing for this “Califormia First”
policy has been softened in latest versions and now is framed in terms of price
parity for Califernia vis-3-vis out of state customers). A mote draconian measure
proposed in new legislation would make any owner of a power generation facility a
public utility subject 1o the jurisdiction of the CPUC falthough the legal validity of
stich legislation i3 uncerlain}.

v Calfornia’s electricity market structure is still in a state of flux and there is
considerable uncertainty as to how the market will operate in the future. This
requlatory uncertainty is significant.

= Monitor discussions and negotistions between the Port District and their operating
contractor (Duke Energy) and continue positive and proactive negotiations with them
regarding terms for the redevelopment of the South Bay Plant

. Initial areas for investigation and analysis include but may not necessarily be
iimited to:
. Project descnption and scoping
. Site planning; issue definition
* Shared risks and benefits

Energy Strategy and Action Plan Page B



Staffing: Lead: City Manager's Office - Administration

Suppart; Cormmunity Development - Administration
Admimistration — Special Operations

Timeframe: Ongeing

Energy Strategy and Action Flan Page &



I q, Develop an emissions offsets program based on mobile sources

Rationale

»  Some City Conservation programs could be utilized to obtain emission offset credits
from conversion of diesel/gascline-powered vehicles 1o Matural Gas power. These
could be sold or utilized to facilitate local aliernative sources of power generation or
fund the conversion of City fleet vehiclas 1o cleaner air vehicles.,

3 Work with air quality officials to realize the benefits of any City nvestment in
alternative fuel vehicles

*  Work with future generators and the APCD to ensure any mitigation funds generated
are invested locally

= Develop portfolioc of potential oiffset projects to make available to new generation
sources requining offsets

Stafting: Lead: Administration — Special Cperations
Support: MNone
Timeframe: Six {8} months

Ene Strat d Action Pla P 7
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5. Take initial steps to more specifically assess the costs and
benefits of forming and operating as a Municipal Utility to
own/operate all or portions of the local distribution system

Rationale

A municipal utility has preferential access to cheap federal hydropower (but there is
a "waiting list” for access to this power) and potentially other alternative power
supply sources. |t does not pay federal income taxes, and it has access to tax-
exempt debt to finance capital projects,

A municipal utility may be able to provide distribution services at a tower cost than
the incumbent utility, Mote, however, distribution costs are not the pomary driver
of current high power Costs,

By operating the distribution system the City would have the ability to structure
rates in a manner that rewards conservation, encourages the use of off-peak power,
and provides the City with control over how and where "public bhenefit,”
censervation funds are invested,

With the structure of California®s electricity market in flux, the outlook for a
municipal utility is uncertain. it s unciear at this stage whether municipal utilities,
particutarly ones yet to be established, will be sble to buy power from DWR. I they
eannot, a City utility would have to procure power on the open market.

Lassen Municipal Utilities District is the most recent example in California of a
formation of a new municipal utility. LMUD now faces signmficant rate increases due
to powsat procurement decisions that, with hindsight, wers il advised. SMUD also is
planfing to raise its electricity rates; however, this will be the first rate increase in
ten years and rates will stil! be lower than PG&E's electricity rates before this recemt
round of PUC approved rate increases.,

= Present ordinance to declare Cily o Mumopal Utility

» Commence negotictions with SDGA&E 1o identify mutually beneficial partnerships

= After formal Council approval of o consultani contract, condudt preliminory oppraisal and
pre-feasibility consultont services necessary to evaluate rough facility acquisition costs and
other related siudies that will provide o business model to test the sconomics of Cily
ownership ond operation [estimoted $50,000). The pre-feosibility analysis is the first major
step necessary fo begin the formal process of establishing an integrated municipal utility,

»  Coordinote ony effort on this strategy with other jurisdictions

Staffing: Lead: City Manager's Office — Administration
Support: Commumity Development — Administration
Administration - Special Operations
Timeframe: Consuftant selection — three (3} months
Pre-feasibility analysis completed — six 1B) months
Energy Strategy and Action Plan Page B
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Become a municipal “aggregator"? and acquire electricity at
negotiated rates for City facilities and perticipating
residents/business customers

6.

Rationale

= Municipal aggregalion offers the potential for lower electricity costs and cenlain
nen-price benefits as minimal initial capital Invéstment,

=  The City of Palm Sgrings saved customers in its aggregation program $88,000 in
only two years. [The program has since been suspended. |

= Current law requires procedures whereby local fesidents and businesses must
affirmatively “opt in" t© an aggregation plan, This dramatically reduces
participation, and therefore the benefits of aggregation. Howeves, there is
legislation currently under discussion to change this provision and allow municipal
agoregation programs to be done on an “opt-out” basis. If there is a change in the
law, this option is more promising in terms of the potential benefits such a program
could provide to Chula Vista's residents and businesses.,

= Although the risk to the City under this opnion is tess than the above twa options,
mumicipal aggregation is likely to vield very minimal benefits while burdening the
City with administrative and contractual respoensibilities,

v Suppor legislotion thot preserves consumer choices ond outhornizes "opt oul” cggregation
programs and be prepared to funher analyze the potential risk ond benefits of pursuing such
a program

Stafting: Lead: City Manager's Office - Administration

Support: Admimstration — Speciol Operations
Admimistration — Legislative

Timeframe: Ongaoing

* Municipal aggregation allows 2 municipality to procure electric power on behalf of their residents and

businesses under the presumption that consolidating of pocling numercus individual purchasers inlo a
single purchasging “load” will command more kavorable rales on the energy commodmy market.

Jlo= 0
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7. Continue / expand energy conservation projects for City facilities
and promote energy efficient and renewable energy programs for

Hatipnale

businesses and residents

The City has a2 good record of implementing conservation programs in City {acilities.
Current high prices of electncity and improved conservation technologies make the
pavbacks on energy efficiency facilities even more atwractive. Therefore, capital
investments i this area face minimal risk and should yvield near-term paybacks and
they have the added benefit of complementing the City's CO? reduction plan.

Energy sfficient facilities will reduce consumption and therefore reduce relative
ongoing energy costs regardless of the outcome of market reforms and other state
or federal actions.

Legizlative imihatives will make milions of dollars of funding available to lower the
financial costs of energy conservation. Agan, funding assistance reduces the City's
risk of pursuing energy efficiency options.  Owver $500 million in funding was
pledged under AB 1890 to reinvigorate the renewable energy industry in Califarnia,
So far, over $162 million has been paid for the development aof S00 MW of new
renewable resources, while customers have received about $47 million in bill credits
througn Cctober 2000 for buying power from renewable energy providers.

Making information on the power crisis readily available and supporting energy
conservation or other energy management efforts may be a eritical factor in
convincing businasses where energy costs are a large component of an operating
budget to remain located in Chula Vista. |t will alse halp businesses remain
campetitive over the short run. High energy consumnition businesses include high-
tech and bio-tech manufacturers, refrigerated food wholesale and retailers, precision
machine shops and aerospace parts manufaciurers.

Increased state funding for promotion of conservation options is likely to become
available. The City 15 in a good position 1o assist residents in availing themselves of
these funds.

Conservation represents the lowest risk to the investor, and the highest benefit to
the region and the environment. Every kilowatt saved or produced by an alternative
source is a reduction on demand pressures that showld result in lower costs for
others. Conservation and alternative energy are also most productive during peak
hours when they are needed most.

Conservation and altermative energy have the added benefit of being good for the
environment and complement the City's commitment to climate protection.

An array of proactive energy programs could be cntieal in assisting business
artraction and retention activities.

City Facilities
* Provide additional energy design, management and funding support to the Cily Foalities
Projed Team.

Energy Strategy and Action Plan j
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« Coordinate grant ond other funding sources fo implement enargy savings.

s Establish o process that encournges the City's design and build porners to present energy
apiions thot exceed tifle 24 standards, and where appropriate, install comporable energy
conservation measures in existing Cily faclities.

= Coordinate efforls with energy service providers, the San Diego Regional Energy Office,
the California Energy Commission ond other agencies io ioke advaniage of public {ocHity
progroms ond obidin energy conservation cerlifications for new and remodeled facilities.

= Establish o modified work schedule for Cily employees, such as o 9/80 schedule, {Not
recommended at this time.)

MOTE: As indicated in the memo, stalf is not requesting that Council foke adion to
implement a 9/80 waork schedule as part of the eflort to reduce energy consumption
during peak summer demand. Staff has concluded that the schedule needed fo generate
the energy benefits needed to meet the ten percent {10%) conservahion gool would be oo
disruptive to public services.  Additionally, there is not encugh time to allow fomilies
sufficient fime to adjust o the changes that would need io occur to the plonning and
promotion that hos gone into summer progroms for seniors, children and other pofentiolly
dependent members of the communily that rely on those public services, Stofl believes
strongly that there is mert in the 9/80 plon from conservation and other impertant
perspeciives bui more planning is needed to fully take advantage of those benetits and
minimize the potential impocks to service. Sialf will work with oll Cily departrments and
Coundil to develop alternctive energy comservation measures o replace the energy
savings that are needed to meet the State recommended goals that would have acerued

under 2/80 plan.

Residents and Businesses

= Disinbute free energy saving retrofits for existing residences.
1 Develop matching fund pragrams to assist local businesses with energy relrofits,

= Andalyze available options to provide incentives to businesses thot utilize renewable
sources of energy (1.2 solar panels, wand power, diskibutive, el

—  Cily motching funds
Grants or low interest loons (3ec. 108, CDBG, CEC Solar Energy Grant Program)
Rebates |in parinership with SDG&E)

=~ rree publicity

= ldeniify ond supporl state and federol grant apporlunities that encourage businesses o
further develop or bring-fo-market new energy-reloted technologies {i.e. wave technology,
fuel cell, etc.)

= Provide public education, information and assistance to residents ond businesses so they
may take advaniage of rebale, loan and grant pregroms that assist energy conservaiion,
This could include developing an Energy Conservation Resource Guide,

1 include energy resource informadion on the Cily's website with links fo relevard energy
assistance websites {i.e. U.5. Dept. of Energy, SDGE&E Small Business Services, Son Diego
Regional Energy Office, eic.)

= Conduct business outreach workshops invifing guest speckers from various consulling
groups ond  service  organizotionsfogencies to  provide information on  energy
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conservation, renewable/sustainable souvrces of energy, ond governmemt progroms thof
provide funding/rebates o support these efforts,

=  Pariner with other service/community organizations to broadeost energy saving resources
ond fips to businesses via newsletters, informotion pamphlets and websifes ond
coordinate eflorts with the Plonning Department.

s Continue to ulilize MRW to assist companies with conirod negotiations as well as with
general energy-related inguiniss.

Staffing: Lead: Administration — Special Operstions
Support: Community Development — Ecopomic Development
Timeframe: Ongoing
Energy S agrnd Action Plan L Page 12
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8. DEVELOP AND IMPLEMENT A L-EES-ISLATWE STH}:TEGY THAT
FACILITATES THE CITY'S OVERALL ENERGY PLAN

= Energy supply and cost issues will be dramatically affected by federal and state
actions. lssues such as electricity supply costs, transmission reliability, natural gas
supplyfreliability, municipal utilty operations, distributed energy, aggregation,
environmental protection, power plant siting, direct enetgy procurement, and
aggregation arg all subjects of current Legislation. Fawvorable state laws couild
enhance and facilitate numerous City Energy Plan Options.

Add a new caiegory to the City’s existing Legislative Program that embodies the City's
goals in such key areas as environmental protection, electrical supply costs, transmissin
reliability, natural gas supply and availability and power plant siting. This category would
incluge the following:

Support measures that:

1. Assist the City and its energy consumers improve supply/demand conditions and
enhance conservation measures.

2. Preserve local aptions 1o control and fund the supply and distribution of energy
{including the formation of a municipal utility district) or that fund conservation
pragrams.

3. Enhance the Cuy’s ability to enter imto distributed generatien agreements without
having to pay stranded transmission or distribution charges.

4. Impose “fair and reasonable” wholesale price caps.

5. Repeal the provisian in AB1X that suspends custorner choice, and pass a favorable bill
for customer choice {SB 27X or a similar one).

6. Make munmicipal aggregation programs available on an “opt-out” basis.

7. Allow public agencies (not just municipal utilities} such as the City to particinate in
state power supply programs.

8. Encourage use of real time metering.
9. Increase incentives for photovoltaic and other alternative enargy sources.

Oppose measures that:

1. Impinge on or restrict the City’'s ability to exercise land use review/control with respect
to the generation or transmission of power.

2. Erode the City's ability to acquire/generate power fram alternative sources, operate as
a municipal uwtility, or entgr into aggregation andfor  distributed generation
arrangements.
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Staffing: Lead: Administration — Legislative
Agministration — Special Operations

Support: Community Development — Economic Development
Timeframe: Ongeing
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ATTACHMENT 2

Execviive Summar

MRW Assossment of Chula Vista’'s
Energy Maunagemen! Options
[April 5, 2001]

Pyrpose of the Report

1. In light of the State’'s energy crigis, the City of Chula Vista sscured the services of MBW and
Associates to provide an assessment of energy management aptions which may allow the City to gain
3 measure of contral over the City's demand and supply of energy a5 well as the financial costs of the
City’s energy Use over fime.

2. The report is to provide a historical perspective and analysis of Califorma’s deregulation of the
electricity market {first approved in 1986}, and the dramatic developments in California’s power and
natural gas markets. A better understanding of the events leading up o the energy crisis will help the
City of Chula Vista take a proactive approach to managing energy ¢osts and supply.

2. Based on this understanding, presant a portfolio of options that help to: {a) insulate the City, its
residents, and s businesses from unfair or unreascnable energy costs, (b} ensure the reliability of
electricity sopply, ang (c} reduse adverse environmental impacts of energy production and use.

&, Assemble the best options into the City's own Energy Action Flan, Identify the sieps nesded to
implement the plan. Begin to identify and evaluate specific proigcts that have the potential to create
unigue opportunities and advantages for the residents and businesses of Chula Vista.

Parameiers of the Report
1. El iy the F

Electricity supply and cost is the primary focus of the report. Natural gas is 8 secondary focus albeit an
impertant ong. Environmental impacts were considered, but were not the driving factor,

2. Turqet Bengficigries
City-ownad and operated facilities. The City currently uses 14 MWhrs of electricity per year. 40% of
that is used during off peak hours by street lights. The City’s energy bill during year 2000 was §1. 622
millich, The February 2001 bill was $267. 000 ($5161.000 with a2 balancing sccount amount of
$108,000), At the average rate of $267,000 per month, the City's energy bill for 2001 would double
to $3.2 million,

Residents. City residents currenily use an average of 2B87.8 MWhrs of electricity per year. The City is
projecting that new housing developments will add more than 2 000 uvhits in each of the next two
yvaars. This represents an incremental demand for electrcity of 11.8 million EWh, or 4% of Chula
Vista's corrent residential demand.

Businesses, both_ current and future. City businesses cunently use an average of 405 MWhes of
electricity per year (commercial businesses use 304 MWhrs and industrial businesses use 101 MWhrsal,
Chula Vista is home to a number of manufacturing facilities where energy costs arg & substantial
camponent of gverall costs. Providing these manufacturers with the means to manage energy costs will
provide an incentive for the manufacturers to remain in Chula Vista, expand their operations and create
new jobs. Energy incentive programs could also help attract new businesses to the City.

3. Timsframe for Bopeilts to be Derived from Energy Plon Actioms
=  Short Term: Benefits could be realized within the next 12 months and thereafter,
»  Medium Term: Benefits could be realized within the next 1 to 3 years.
= fang Term: Benefits could be realized within the next 3 to 7 years.

ey
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PorHolio of Options

Consistent with the above-described purposes and parameters, MRW developed a portfolio of
12 options to heip the City better manage its ensrgy needs and costs. THESE OPTIONS ARE
EXPLAINED AND DISCUSSED IN GREATER DETAIL STARTING AT PAGE 7 AND ARE NOT ALL
RECOMMENDED TO BE PURSUED AT THIS TYME. Additionally, each of the options listed
below include specific tasks 1o implement.

Bazed on an assessment of the benefits and risks of these options, the current market
situation, and the implementation time frame for each optien, MBW grouped the cptions into
the following categories:

HIGHLY RECOMMENCED [COptions with Low or Manageable Risk and Potential for Short-Term
Payoffl

»  Continue/expand energy conservation projects in existing and future City facilities.

»  Continugfexpand and promote energy ethciency and renewable energy programs for
busingsses and residents as well as provide community education,

=  Monitor the market and legal restrictions and be prepared to enter into a contract with an
Energy Service Provider {as permitted by law}.*

=  Develop and implement a legislative strategy that facilitates the City's overall Energy Plan,

+  Continuefexpand efforts to implement the Carbon Diexide (CO:zd Reduction Plan and
GreenStar Building Incentive Program 1Statf generated: not in MRW Report),

PROMISING [fOptions that Gffer Significant Benefits but with Increased Risk andfor Medium
Term Payoffl:

»  Pursue distributed generation opportunities for both City facilities and economic
development apportunities,

»  Monitor the market and legal restrictions and be prepared to enter into a bilateral
agreement with a power gengrator,

»  Partner with a third party to build and operate power generation faciities,
» Develop an emissions offsets program based on mohile sources (3s permitted by law), *

HIGHER RISK: [Options that Require Large Capital Outlays and/or Carry Significant Business
Risks and have a Longer-Term Payoffl

= Finance, own, and operate large-scale power plant to meet & portion of the City’s demand
for electricity. INot recommended]

= Form a municipal distribution utility to own and operate sll or portions of tocal distribution
system.

=  Become a municipal "aggregator” and acquire electricity at negotiated sates for the City,
and include residents and businesses {as permitted by law).’

" The passage of AB1X and the withdrawal of major ESPs from the market make these options etfectively
unavailable at this time. However, proposed competing legislation and different interpretations of AB1X may
reverse this mtuation. Legislation will ha needed to clarify relationship between AB1X prohibinens and
sggregation provizions. “Opt cut” legislation would make this option much more attfactive.
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Prior to
Deregulation

1996

1997

1998

1555

2000 May

2000 June

2000
August

A Timelino of Key Evenis in Califormia Electric
Indwairy Restructyring and Energy Crisis

Retail electricity customers purchased “bundled” transmission, distrnibution and
generation services from moncpoly utility companies.  Bundled prices were
regulated by the CPUC on 3 "cost plus" basis. The average retal price for
bundied elactricity during the 90°s prior to deregulation was 9.5¢ per kWh.

Governor Wilson signed AB 1880, putting California on course for deregulation.
Theory of law is to reduce energy costs to consumers by unbundling energy
services and offering access to alternative enerpy providers. The Independent
System Operators {150 is created to operate {bul not ownd the state's
transmission systermn.,  The Power Exchange (PX) is creatsd to provide a
transparent spot market for power purchases.  Investor owned utilities are
required to sell some of their power generation faciliies and purchase their
power from the PX. Power is to be sold at the highest “clearing” price bid into
the market.

The Public Ltility Commission approves a request by San Diege Gas and Electric
to sell patural gas to Mexico to power the Rosarito generating facility.

On April 1 the California Power Exchangs began wholesale trading of electricity.
initially, power prices were reasonable, i not low, Duoring the first two vears of
operation, the PX market averaged $29 per MWh (2.9 cents per kWh). Utilities
bagin to divest themselves of generating assets.

On July 1 the rate freeze is lifted in SDGRE's service territory. SDGAE is the
first to enter into the deregulated marketplace due to its rapid recovery of its
"stranded costs” li.e., its unrecovered, pre-deregulation capital investrmant).
Recovery of stranded costs comes from sales proceeds well above its book
value for its power plants and stranded asset charges {(CTCs) passed through to
ratepayers. As a result, customers’ rates begin to reflect the wholesale power
prices paid by SDGAE, including the volatile PX market prices. Note: The rate
freeze is not lifted for Pacific Gas & Electric (PGAE} and Southern California
Edison {"SCE") customers setting up a situation where they cannot pass on
volatile whelesale prices to customers,

SOGAE custamers’ bills double from an average residential bill of $49 to 5100
as the utility passes on high wholesale costs to consumers. The 150 declares
the first of 36 Stage Twao alerts, when power reserves drop below 5 percent.

Roliing "biackouts” in San Francisco affect hundreds of thousands of customers.
Insutficient power supplies due to several Northern California power plants shuot
down for maintenance cause the blackouts.

SDGAE customers” bills have tripled. Wholesale electricity prices during the
months of May through September 2000 increased dramatically in the PX andg
IS0 markets. In June 2000 prices were 411% higher than in June 1899,
increasing from $23 per MWh to $122 per MWh. {2.3¢ per ¥Wh to 12.2¢ per
k'Wh.}
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2000
August

2000
Septemhber

2000
December

2007
January

High wholesale prices prompt Gov. Gray Davis to call for an investigation into
“possibile manipulation in the whotesale electricity marketplace”.

The CPUC approves a 6.9¢/kWh rate ceiling plan for SDGA&E residential and
small business customers retroactive to June 1, 2000, IThis action by the
CPUC was preceded by the passage of AB 265, which set the 6.5 cents/kWh
ceiling but needed to be implemanted through a CPUC procesding.)  Larger
businesses fwith usage above 100 KW) continue to be susceptible to wvolstile
wholesale prices. Electncity charges abeve B.5 cents are not forgiven, but
tracked in "balancing accounts” for later payment. No provisien is made for the
source of repayment., September 26: Davis signs two bills stemming from
powet crisis in San Diego. One would spread energy price increase for San
Dieqgo customers over several years, the other speeds up the approval process
for new power plants,

Electricity and natural gas prices for the California markets reached record highs.
Spot market prices for natural gas at the Californta border cimbed to over $72
per MMBtu at one point on December 11, compared to prices of $2 to $3 in
1998 ang 18999, December 7: For the first time, the |50 declares a Stage
Three emergency when power reserves fall below 1.5 percent. Officials say
conservation efforts averted rolling blackouts throughout the state. December
15: Based on an investigation into the electric markets in the western United
States, the Federal Energy Regulatory Commission {FERCY orders a number of
changes 1o the California electric market. These include: la) $150 per MWh
"soft” price cap on wholesale electricity 1o ramain in place until at least Agpril
30, 2001; b} an end to the utilittes” obligation o buy and sell electricity in the
PX market; {ci 5 "benchmark price” of §74 per MWh for five-year contracts; and
{d} an order that the 150 governing beoard be replaced with a non-stakeholder
board. D[ecember 26: Southern California Edison sues FERC, alleging the
government body failed to ensure that wholesale stectricity is sold at "just and
reasonstle rates”. The South Bay and Catlsbad generating plants experienced
13 days of natural gas "ourtaiiment,” and were forced to run on fuel oil or
shutdown.

Power generators begin ta refuse to sell power into the California 1SC/PX
systemn an credit due to the increasing questionable credit worthiness of PG&E
and SCE. In response, federal authorities require generators to selt their excess
power into California if requested by the ISO.

SCE and PGE&E declare that they are testering on the wverge of bankruptoy,
Because SCE and PG&E are unable to pass along to customers their full cost of
procuring power: they have seen their financial condition worsen every month
gince the summer of 2000. In response, Governor Davis declares & state of
emergency. Emergency legislation allows the state Depantment of Water
Resources to buy and sell electricity up to & $400 million limit. This authority
expired on Febroary 15, but is later extended. January 2: Davis jeins 5CE's
guit against FERC, fiting 2 friend-of-the court brief. He says the commission
"has failed in its responsibility to protect Califormians from what the agency
itself describes as a dysfunctional market for electricity”. January 4: PUC
votes 5-0 to approve rate hikes for PGAE and 5CE. The increases are 2 percent
for homes, and hetween 7 percent and 15 percent for businesses,

[ - 29
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2001
February 1

2001
March

2007 April

Governor Davis signs into law AB1X authorizing the Department of Water
HAesources to begin buying power to serve California. Governor Davis sets a
target of $68 /MWhH for a ponfolic o long-term contracts. To date the
alectricity contract information has been kept confidential by the Governor's
office. Multiple bills {discussed in the legislative update) are prepared to address
the crisis. Governor Davis is negotiating the possible state acguisition of the
utilities’ transmission assets in an effort to restore the financial condition of the
utilities_

Governor Davis signed inte law AB 1X authorizing the Department of Watar
Aesources to begin buying power to serve Califarmia. Governor Davis set a
target of $69/MWh for a portfolio of long-term contracts. AB 1X also suspended
direct access for California’s retail electricity customars. The Legislature waorked
through a review of multipie bills idiscussed in the legislative update) to address
the crisis. Governor Davis attempted to negotiate the possible state acquisition
of the utilities’ transmission assets in an effort to restore the financial condition
of the utilities. The Governor reached a tentative deal with SCE. Under the
tarms of the deal with SCE, the state reportedly will pay about $2.7 billion, or
2.3 tmes book walug, for the 1OU's transmission assets. In return for the
infusion of cash from the state, SCE is agreeing to a 10-vear contract at cost-
plus rates for power from some of its assets, SCE also will be required to drop a
federat lawsuit in which it sought to back-bill customers for past procurement
costs.

Qualified Facility {QF) owners and operators shut down plants totaling about
3,000 MW because they have not been paid by the utilities for several months
for energy deliveries. QF's include dozens of small and medium sized power
generators that use wind, solar, co-generation and other sources to produce
power. Due in part to the shut down of QF plants, rotating blackouts affected
customers in both southern and northern California on March 19 and 20. FERC
ordered power suppliers to refund #6869 million, ruling that power suppliers
overcharged Califormians by that amount in January., FERC found that
overcharges for power s0ld in February totaled $55 million. Cal 150 filed a
report with FERC alleging power suppliers overcharged by $6.2 billion for power
delivered to California customers over the period May through November 2000,
March 27: The CPUC ordered a three-cent per kWh increase in electric retsil
rates for Scouthern California Edison and FGRE customers.

Aptl §: In a televised statewide address, Governor Davis dropped his opposition
to increases in electricity rates and called on the state’s residents 1o continue
conserving power. The Governor outlined a propossl for increasing electricity
rates that is similar to the CPUC's March decision. The Governor also said the
only long-term solution to the crisis is to build more power plants. The
Legislature approved a package of legislation that will make available $1.1 billion
for enargy conservation programs. Apdl B: PGAE (the regulated utility) filed for
Chapter 11 bankruptcy protection after failing to come to an agreement with
Governos Davis on a state takeover of its transmission assets.

V750G
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Market Outlock

Next 1 to 12 Months

The outlock for wholesale electricity prices in the short term is extremaly uncertain,
General market fundamentals point toward cantinwed high and velatile prices during this
time framae.

Some 2,368 MW of new generation is scheduled to come on ling by the end of 2001, but
whether this along with increased conservation will be sufficient to fend off shortages is
unknown {(shortages appear increasingly likely to occur}.

The vast majority of the propozed new power generation is dependent on natural gas.
Increased cost for natural gas has driven up the cost of preducing electricity and s
expected to do 50 until new delivery capacity is added or conservation and alternative fuel
sources reduce the demand sufficiently below supply to reversa the price trends.

Current effarts by the State of California (DWR) to secure wholesale power through long-
term contracts may help to stabilize wholesale electriety prices and provide power at rates
wall below current wholesale spot market prices,

Retail rates for SDG&E customers could rise if the CPUC authorizes a 2.3 cents/kWh rate
surcharge regquested in Janvary by SDGA&E. The request is still pending with the CPUC,
SDG&E raquested the increase in order to begin "buying down" the approximately $600
million i the balancing account,

Next { to 3 Years

Whalesale electricity prices should begin to level off. however prices are likely to remain
much higher than in 1298-1999. Price stability should result from State’s procurement of
longer-tarm contracts. Higher prices will result in part from higher input costs and in part
from possible supply constrants, particularly if hydroelectnc resources reman low,

San Dhego area customers may be in for & potential rate shock as a result of the accrual of
large amounts of deferred power costs by the California utilities. SDG&E’s rate stabilization
plan is set to end in 2002, Kk is unclear what the CPUC or the Legisfature will do if SDG&E
has an uncoliected balance of purchased power costs - a likely though not certain
outcome, Generally speaking, it could be expected that consumers will have a balancing
account of about 50% of their total annual bill,

SDGAE's regulated distribution rates will be reviewsd in 2003, This could lead to yet
anaother increase in electricity rates.

3 to 7 Years Dut

Wholasale electricity prices should further stabilize and begin declining as new sources of
electricity supply and natural gas capacity come on line and demand response continues to
take hold.

Upless new power plants are located within SDGAE's service territory with adequaie
natural gas 1o supply them, transmission constraints in the San Diego area could limil the
cast and reliability benefits to the region of new sources of electnic supply being added to
the state's grid. Constraints on the natural gas distribution system also could contribute to
prices remaining high or a tight supply — demand situation. The proposed development of
the Otay Mesa plant (500 MW with potential expansion to 1,000 MW could provide
approximately half of the power the region currently needs to import dunng peak loads,
however the plant’s sole source of fuel 15 natura!l gas and that could have an impact on the
South Bay and Carlsbad piants ability to receive natural gas.

[ -3/
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Highly Recommended Options

[Options with Low or Manageabie Risk
ond Potentinf for Shor! Term PayolN]

1. CONTINVE/ERPAND ENERGY CONSERVATION PROJECTS FOR CITY EFACILITIES.
[OPTION 4, REPORT PP. &4]

A. Rotlonale

The City has a geod record of implementing conservation programs in City facilities.
Current high prices of electricity and improved conservation technologies make the
paybacks on energy efficiency facilities even more attractive. Therefore, capitai
investments in this area face minimal risk and should yield near-term paybacks and
they have the added benefit of complementing the City's CO? reduction plan.

Energy efficient facilities will reduce consumption and therefore reduce relative
ongoing energy costs regardless of the outcome of market reforms and other state
or federal actions.

Legislative initiatives will make milions of dollars of funding available to lower the
financial costs of energy conservation. Again, funding assistance reduces the City's
risk of pursuing energy efficlency options. Owver $500 million in funding was
pledged under AB 1890 to reinvigorate the renewable energy industry in Califormia.
So far, over 5162 million has been paid for the development of 500 MW of new
renewable resources, while customers have received about $47 million in bill credits
through October 2000 for buying power from renewable energy providers,

B. Next Steps

Background: Since 1923, the City's energy efficiency efforts have saved 3.7 MW of
electricity and bhas resulted in curnulative savings of $1.15 milien.  The City's
combined capital cost for these efforts is approximately $900,000 with about
$110,000 in incentives fromn SDG&E. In Spring 2001, after installation of Greenn LED
traftic signal lights, the City will have saved 4.7 MW of electricity with annual savings
of $700,000/yr at slightly below current market prices {savings based on average cost
of 5.15/kWw-hr for electricity including transmission/distributions.

Provide additional snergy design, management and funding support to the City
Facilities Project Team.

Coordinate grant and other funding sources to implement energy savings.

Install additional energy savings measures in future buildings and design and install,
where appropriate, ratrofits in existing City facilities,

Coordinate efforts with energy service providers, the San Disgo Regional Energy
Office, the California Energy Cormmmission and other agencies 1o take advantage of
public facility programs and obtain energy conservation certifications for new and
remodeled facilittes,

Establish a medified work schedule for City emplovees, such a5 8 9/80 schedule.
Under a 9/80 schedule empioyees, with the exception of emergency services
departrment employees, will work 3 hours & day and have every other Friday off.
City services will be extended by one-hour per day on the 9 hour work davs and
City buildings and services will shutdown on Fridays that empioyees have off. One
viable schedule could be from 7:00 a.m. to 5:00 p.m. with 8 cne-hour lunch or from
7:30 a.m. to 5:00 p.m. with a hatf-hour lunch.
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€. Fiscal Impact

Fiscal impact will be primarly from staff time in Special Operations and some capital
investment in retrofits.  Sorme staff time may be eligible for offset by grants andfor
SDGAE incentives. Stalf costs could also be recovered through avoided costs from
energy savings.

The modified work schedule could render petantial savings of up 1o 1 MW of City's
annual non-street light electricity usage or 2 cost savings of up 1o $150,000/year based
on average cost of $.15/kw-hr for electricity including transmission/distribution. The
City can maximize savings from a modified work schedule by shifting as much of the
workday from on-peak period {11:00 am to 68 p.m.) where efectricity charges are
highest to semi-peak period (6:00 p.m. to 11 a.m ) where charges are lower,

2. CONTINVE/EXPAND AND PROMOTE ENERGY EFFICIENT AND RENEWABLE ENERGY
PROGRAMS FOR BUSINESSES AND RESIDENTS AS WELL AS PROVIDE COMMUNITY
EDUCATION. [OPTION 3, REPORT PP. 67]

A. Eutlencie

= Making information on the power crisis readily available and supporting energy
conservation of other energy management efforts may be a cnbcal factor in
convincing businesses where energy ©osts are a large component of an operating
budget to remain located in Chula Vista. It will also help businesses remain
competitive over the short run.  High energy consumption businesses include high-
tech and bio-tech manufacturers, refrigerated food wholesale and retailers, precision
machine shops and agrospace parls manufacturers.

= Increased state funding for promotion of conservation options is likely to become
available. The City is in 2 good position to assist residents in availing themeselves of
these funds.

= Conservation represents the lowest risk to the investor, and the highast bensfit ta
the region and the environment. Every kilowall saved or produced by an alternative
souwrce 15 a reduction on demend pressuras that should result o lower costs for
otherz. Conservation and alternative energy are alse most productive during peak
hours when they are nesded most.

= Conservation and alternative energy have the added benefit of being good for the
environment angd complement the City's commitment to climate protection.

»  Ap array of preoactive energy pregrems could be cnticel in assisting business
attraction and retention aclivities.

Mote:  The benefits of such pregrams may be difficult to measwre in strict cost-
benefit terms.

Mote: Special Operations is in the process of distributing vp to $100.00 of
Compact Flourescent Lights (CFL} to 300 homes in the City {a total of
500+ homes have signed up leaving a waiting list of about 200
residents). The CFls are being distributed and installed by two trained
Energy Administrative Interns who will alse conduct eneray and solid
waste audits to dentify additional conservation opportupities and to
additional resource information.
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B. Next Steps;
= Distribute free energy saving retrofits for existing residances.
*  Develop matching fund programs to assist tocal businesses with energy retrofits,

Mote: Special Cperations is in the process of soliciting small businesses with 10
employesas Gf lass to participate in a matching fund program that will provide up
to §1,000 for energy efficient lighting retrofit.  The retrofit will be conducted by
a licensed contractor who will conduct an energy audit snd provide a proposal
1o the City and business for prior approval.

= Analyze available options to provids incentives to businesses that utiize renewabla
saurces of energy fi.e. solar panels, wind power, distributive, etc.)

sn City matching funds

—  Grants or low interest inans {See. 108, CDBG, CEC Solar Energy Grant Program)
— Rabates {in partnershin with SDG&E)

= Free publicity

= ldentify and support state and federa!l grant opportunities that encourage businegsses
to further develop or bring-to-market new energy-related technologies (e, wave
technalogy, fuel cell, etc.

*  Wark with local retailers to market and distribute energy saving options.

=  Provide public education, information and assistance to residents and businesses so
they may take advantage of rebate, loan and grant programs that assist energy
conservation. This could include develaping an Energy Conservation and Resource
Guide,

*  Include energy resource information on the City's website with links to relevant
energy assistance websites fie. U.5. Dept. of Energy. SDG&E Small Business
Services, San Diego Regional Energy Office, ete.|

= Conduct business outreach workshops nviting puest speakers from  varigus
corisulting groups and sarvice orgamzationsizgencies to provide information on
energy conservation, renewablefsustanable sources of energy, and government
programs that provide funding/rebates to support these efforts.

¢  Partner with other servicefcommunity organizations to broadcast energy saving
resources and tips to businesses wvia newsletters, information pamphlets and
websites and coordinate efforts with the Planning Department,

+  Continue to utiize MRW to assist companies wilth contracl negotiations as well as
with general energy-related inguiries.

€. Fiscal Impact

Fiscal impact s primarily from substantial staff time from Special Operations,
Community Development and Public Information. The first phase of retrofits for 300
homes and ten businesses have albeady been approved by Council.  Additional costs
could include the Energy Conservation and Resource Guide as well as consultant
services from MAW to assist companies with individual contract negotiations {ranged
from $500 to 31,000 per company}. Existing funds are available for MRW services,
The resource guide is estimated (o cost about $1.00 per printed copy.
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3. MONITOR THE MARNET AND LEGAL RESTRICTIONS AND BE PREPARED TO ENTER
INTO AN ELECTRICAL SERVICES CONTRACT WITH AN ENERGY SERVICES PROVIDER
{AS PERMITTED BY LAW)}. [OPTION &, REPORT PP. 71}

A. Ratienaly:
= About 55% of the City government’s power purchases are bought at market rates.
As 3 result, the March 2001 bill for electric/gas service was $303,888 40 {includes
4£106,004.50 electricity balancing account and $197,684.00 for alectiricity/gas. A

contract with an ESP might provide electricity more cheaply than taking service
from SDG&E.

B. RI i Co H

=  AB1X currently prohibits direct energy purchases for as long as the stale has
outstanding long-term contracts. This law needs clatification, and may be
overturned, but for now, has squelched this market opportunity.

= There is soma fisk that if market conditions mprove in the next 1-3 years, a long-
term commitment to an ESF will burden the City with higher cost electricity.

€. Npxt Steps:

Seek Council autherization O execute contracts within the following parameters:

» Pledge up to City's entive [oad {14MWY),

x  The contract term should be for the shortest time possible, but not to exceed three
years.

=  Establish a per kilowatt ceiling price under which staff has the authority to
negotiate. .

Mote: Direct energy purchases may be subject to legal restrictions under AB1X; any
contract will require legal validation or escape clauses.

D. Figgal lmpact

Siaff time, primarnly from City Manager's office, Community Develonment and City
Attorney.

4. DEVELOP AND IMPLEMENT A LEGISLATIVE STRATEOY YHAT FACILITATES THE
CITY'S OYERALL ENEROY PLAN. {STAFF OENERATED; NOT SPECIFICALLY
REFERRED TO IN MRW REPORT)

A Ratlomply:
Energy supply and cost issues wilk be dramatically affected by federal and state actions.
Issues  such as  electricity supply eosts,  transmission  reliability, natural gas
supplyfreliability, municipal utibty operations, distributed energy. aggregatian,
environmental protection, power piant siting, direct energy procurement, and
aggregation are all subjects of current Leqislation. Favorable state laws could enhance
and facilitate numerous City Energy Flan Options.

B. Next $tepg:

Add a new category to the City's existing Legislative Frogram that embodies the City's
goats in such key areas as environmental protection, electrical supply costs, transmissin
reliability, natural gas supply and availability and power plant siting. This category
would include the following:

Support measures that:
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8.

Assist the City and its energy consumers improve supply/demand conditions and
enhance consarvaticn magsures.

Preserve local options to control and fund the supply and distribution of energy
fincluding the formation of a municipai utility district) or that fund conservation
programs.

Erhance the City's ability to enter into distributed generation agreements without
having to pay stranded transmisston or distribution charges.

Impose “fair and reasonable” wholesale price caps.

Repeal the provision in ABIX that suspends customer choice, and pass a2 favorable
bill for customer choice (SB 27X or a similar one}.

Make municipal aggregation programs available on an "opt-out” basis.

Allow public agencies inot just municipal utilities} such as the City to participate in
state power supply programs.

Encourage use of real time metering.

Oppose measures that:

1.

Impinge on or resirict the City's ahility to exercise land use review/control with
respect to the generation of transmission of power.

Erode the City's ability to acquire/generate power from alternative sources, operate
as a municipal oility, or enter into aggregation andl/or distributed generation
arrangements.

€. Fiyeal Impact
Staff time, primanly from City Manager's office and Commumity Development.

3. CONTINUE/EXPAND EFFORTS TO IMPLEMENT THE CARBON DIOXIDE (CO2)
REDUCTION PLAN AND GREENSTAR BUILDING INCENTIVE PROGRAM. {STAFF
GENERATED; NOT INCLUDED IN MRAW REPORT].

A. Rotiongle:

The City recently adopted the Carbon Dioxide 1CO2) Reduction Plan establishing 20
Action Measwies to promote energy savings and emissions reduction.  implementation
of the CO2 Pian allows the City to move forward with energy efficient land use and
construction level programs.

B. Mext Sieyy:

1.

implermneant applicable measures in C02 Flan undar three tiers: Citywide General Plan
Level, Site Fianning (Sectional Planning Arga) Plan Level and Individual Project
(Building Permit! Level,

»  Study the feasibility of citywide tand use measures as part of the General Flan
Update. Evaluate possible locations for mixed use and higher density
development near transit and major activity centers

+ Develop and implement "“Sustainable Development® concepts in new SPA Flans
through updating guidelines for preparation of Air Cuality Improvement Plans
{AQIP’'s) as a part of SPA Plan review

» Develop and implement construction-level conservation measures in conjunctian
with energqy efficient building programs that are at least 209% more energy
efficient than current Title 24 Energy Code requirements.
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2. Implement the GreenStar Building Incentive Program and promote energy efficient

building practices.  Identify  air  guality/anergy  conservation  measures  for
implernantation in new developments.,

3. Conduct 3 "pilot study” through use of a consultant to establish a set of site
planning and consiruction indicators {energy features and calculating metheds), and
to develon & customized computer modet for use in analyzing development projecis
ralative to air quality improvement and energy conservation.

4. Develop formal quidelines for the preparation of AQIF's based on the “pilot study”
resuits ang determing any necessary amengments to the Growth Management
Ordinance.

5. Coordinate with the local development community and actively promote
pamicipation in available energy effictent building programs such as ComfortWise
and Home Ensrgy Partnership IHEP}, and develop incentives 1o encourage this
participation.

6. Remain actively involved with the statewide Community Energy Efficiency Pragram

{CEEP to provide oversight for the development and implementation of energy
efficient building programs and related ingentives.

€. Hsgeal Impoct

Stafi time primarily from the Planning and Building Department. The "Pilot Study”
{$58.000) will be funded from an existing EPA grant.
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Promising Opfions

TOpNens thot offar significant beanalits Byt with
increased risk and/or medium term poyoM]

1. PURSUE DISTRIBUTED GEHERATION OPPORTUNITIES FOR BOTH CITY
FACILITIES AND PRIVATE ECOHNOMIC DEVELOPMENT OPPORTUMNITIES.
[OPTION ]}, REPORT PP. 38] ‘“Distributed generation” refers to smail power
generation units (generally up to 30 megawatts) that are located near consumer or

targeted  load  centers. Technologies include  simple cyecle gas  turbines,
microturbines, fuel cells and photovoltaics,
A. Raflonnls;

= Distributed generation can be used as a source of energy at peak pericds when
power IS ost expensiva,

*+  Some types of distributed generation offer significant environmental benafits to the
local area.

* Because distributed generation can be accomplished with a low capital investment
{relative to large-scale power piantsl, the financial risk to the City of this option iz
more manageable than pursuing the development of & City-financed power plant.

= Current and proposed funding and incentive programs that are available for
distnbuted generation proiects enhance the attractiveness of this option vis-a-vis
gther options. In particular, the Legislature’s Special Session could lead to new
funding for distributed generation and potentially an easing af requlatory and market
barriers to distribuied genetation.

=  Distributed generation can power just City facilities, or, depending upon capacity
and location, could he otilized with adjacent industrial sites in an "over-the-fence”
transaction. The City also should identify potential landfill gas resources and explore
development of these resources, as has been done in the County a2t the Miramar,
Sycamore and Otay landfills that use landfill methane gas to manufacture energy.
In a hypothetical application of distnibuted generation at the Chula Vistz Police
Department, & best-case scenario for distributed generation provides power to the
Falice Department at about 7-8 cents per kXWh at historical natural gas prices and
17-13 cents ger kWh at current elevated prices.

Mote: In terms of downside risk, there is some risk the CPUC will rute in faver of the

utilities” position on distnbution stranded costs or other issues that could limit the
financial attractiveness of distributed generation.

B. Nsxt Stons;

1. Saglicit proposals for distributed generation projects at selected City facilities as well
as for potential private economic development opportunities, Staff will sohcit
development proposals for specific generation facilities/technologies on City-owned
facilities that produce peak or full load generation at or below current market rates.
City Facilities
= Respondents are to ideatify favorable sites and preferred technologies as well as

cost estimates.  Potential City sites identified by staff include (&) the new
Corporation Yard on Maxwell Road; {b) the Civic Center Expanston/Police
Facility; and {c} various library and recreation centers.
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Economic Development Opporunities

s Staff will evaluate potential business development and retention opportunities
and solicit development proposals for Distributed Generation andfor other
developerfeconomic development "over the fence” transactions,

s Potential Economic Development Opportunities include (a) Maxwell Road site
fnorthern partion) isynergy with the landfill, Corporation Yard, Energy Way
redevelopment potential); {b LandBank site {northwest corner - synergy with
Corporation Yard, landfil, LandBank and Auto Park redevelopment); and (g
BfGoodrich site {new BFG campus develobment/Co-Generation opportuntity).

2. Pursue the Solar Energy and Distributed Generation Grant Program offered through
the CEC. Program offers rebates andior other financial incentives for residential,
business, and government users who purchase and install solar ensrgy and
distributed generation facilities.

3. Monitor CPUC proceedings and encourage decisions that facilitate the program,

€. Fizcal Impost

Staff tme primarily from City Manager's office, Community Development and City
Attorney's office. Depsnding on the ocutcome of some preliminary investigations by
stafi, there may be the need to secure the services of specialized legal, financial andfor
enetgy consuftants as various economic development proposals amerge.

2. MONITOR THE MARKET AND LEGAL RESTRICTIONS AND BE PREPARED TO
ENTER INTO A BILATERAL AGREEMENT WITH A POWER GENERATOR.
[OPTION 7, REPORT PP. T4]

A. RoHewalg:

= |n effect, acting as its own ESP, the City could chogse to purchase power directly
from a power supplier and obtain a longer-term access to electricity at a fixed or
riedged price,

Note: As with the ESP contract, described above, pursuing this option at this time
could lead to the City locking itself into a power supply contract at a price that will be
above market prices in a more stable electricity marker.

B. Mgxt Sieps:
Seek Council authorization to execute contracts within the following parameters:
1. Pledge up to City's entire load {14 MW},

7. The contract tarm should be for the shortest time possible, but not {0 exceed three
years.

3. Authorize staff to megotiale an agreement up to but not 1o excead a specified
cailing price.

MNote: Direct energy purchases may be subject to legal restrictions under AB1X: any
contract will require legal validation o escape ¢lauses.

€. Eiggal Impuct

Staff tme primarily from City Manager's office, City Attorney and Community
Development,
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3. PARTHNER WITH A THIRD PARTY TO BUILD AMD OPERATE POWER GENERATION
FACILITIES. [OPTION 2, REPORT PP. 53]

A. Rotlonnle;

*  The City has an excallent opporlunity to pursue this option with Duke Energy as
part of the modernization of the South Bay plant.

" A paripership can be structured in numercus ways to share the risks and
benefits of development and operation, and to leverage what each pany brings
to the table. For example, in constderation for facilitating the redevelopment of
the South Bay plant, the City couid obtain rights 10 receive a dedicated share of
the plant’s capacity, a share of plant revenues, andfor other public benefits such
as Bayfront infrastructure, City facility energy projects, etc.

*  Proposed legislation may expedite the licensing and perraining process for new
power plants (pomarily peaking plantst and for the repowering of existing power
plants. Because this legislation will likely have sunset provisions {iie., dates
upon which they expirel, the next one 1o three years may provide an ideal
window to push through the development and siting of a power plant.

B. Risks to Consider:

= Competing legislation may reduce the attractiveness of owning or sharing in the
developraent of a power plant. For example, legislation, if passed, may require the
owner of a power plant to sell its electricity only to in-state customers, limiting the
potential market for the plant’s cutput {tegislation pushing for this "California First”
policy has been softened in latest versions and now s framed in terms of price
parity for California vis-&vis ocut of state customerss). A more draconian measure
proposed in new legislation wouid make any awner of a power generation facility &
public utility subject to the jurisdiction of the CPUC ialthgugh the iegat validity of
such leqizlation is uncertamt.

= California’'s electricity market structure 15 still in a state of flux and there is
considerable uncertainty as to how the market will operate in the future. This
requiatory uncertainty is significant.

G Naxt Stgps:

= Continue negotations with Duke Energy and the Port District regarding the terms
for redevelopment of the South Bay Plant. Basic premise is to derive public benefit
in consideration of City faciitation of plant development.

D. Figcal Impagt

Staff time from City Manager's office, City Attorney's office and Community
Development. As discussions advance, there may be the nesd to secure additional
outside legat, financial and/ar energy censultant services,

4. DEVELOP AN EMISSIONS OFFSETS PROGRAM BASED ON MOBILE SOURCES (AS
PERMITTED BY LAW). [OPTION 10, REPORT PP. 83]

Mew power generators must obtain emissions offset credits {CHG wvehicles) or other
conservation projects from the APCD to mitigate increased NOX pollutants,

A. Rptigunuole:

=  Some City conservation programs could be utilized to obtain emission offset credits
from conversion of diesel/gasoline-powered vehicles to Matural Gas pawer. These
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could be sold or utilized to facilitate local alternative sources of power generation of
fund the conversion of City fleet vehicles to cleaner air vebicles.

B. Next Stepg;

»  City staff should work with aiv quaiity officiais to realize benefits of any City
invesiment in alternative fuel vehicles {e.g. CNG buses! to allow the City to pravide
the value of those reductions to potential partners.

= City staff can aiso work with future generators and the APCD to ensure that any
mitigation funds generated are invested locally.

v Develop portfolio of potential offset projects to make available to new generation
sources reguiring offsets,

Staff time from Special Operations.
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1.

Higher Risk Options

FOptHons thaf raquire lurge cupitef outiays and/ er
virrry significant business riske and hove o longer
ferm payoff korizons]

FINANCE, OWN, AND OPERATE A LARGE-SCALE POWER PLANT TO MEET A
PORTION OF THE CITY'S DEMAMND FOR ELECTRICITY,. [OPTION 1, REPORT PP. 49]

A. Ratigwale:

= Plant ownership and efficient operation could provide protection from high andfor
volatile wholesale electricity prices, a potential scurce of revenue if excess power is
sold into the open market, and wmproved local electric reliabifity.

B. Risks o Conglder:

*  The intial capital investment is estimated to range from $50 to $90 million and the
plant could generate electricity for 10 to 12 cents per kWh at current natural gas
prices tnat inciuding local distribution or transmission costs).

= There are almost no examples of a municipally cwned large-zcale powser plant
except as part of a municipal utility,

= Siting, building, and operating a large-scale power plant require specialized expertise
and the negotiation of numerous regulatory hurdles.

= A long-termn market outlook suggests wholesale power phnces will dacline; this
world put at risk the piant’s financial viability,

C. Mext $tops;
= In light of these rishs, this option is not recommended at this time. This option may
be revisited in the future if other aptions fail to achieve desired results,

FORM A MUNICIPAL DISTRIBUTION UTILITY TO OWN AND OPERATE ALL OR
PORTIONS OF THE LOCAL DISTRIBUTION SYSTEM. [OPTION 9, REPORT PP. 77}

The formation of a municipal utility could entail anything from the mere declaration of
municipal utility status {akin to what San Marcos did recently}, all the way up to ownership
and operation of some portion of, or all of, a power generation and distribution system to
sarve some or all of the City's actual gas and electricity needs. To be able to contral the
delivery of power to any substantial segment of the population, the Gity would nead 1o
contral or own some substantial portion of the distribution system.

A. Rptenwls;
= A municipat utility has preferential access to cheap federal hydropower (but there s
a "waiting list” for access o this power] and potentially other alternative power
supply sources. |t does not pay federal income taxes, and it has access to tax-
exempt debt to finance capital projects.

= A municipal atility may be able to provide distribution services at a lower cost than
the incumbent utility. Mote, however, distribution costs are not the primary driver
of current high power costs.

» By pparating the distribution systemn the City would have the ability to structure
rates in a manner that rewards conservation, encourages the use of off-peak power,
and provides the City with control over how and where "public benefit,”
conservation funds are invested,
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with the structure of California’s electricity market in flux, the outlook for a
municipal utility is uncertain, It is unclear at this stage whether municipal utilities,
particularly ones yet to be established, will he able to buy power from DWH. If they
cannot, & City utility would have to procure power on the open market.

Lassen Municipal Utilities District is the most recent example in California of a
formation of & new municipal utility, LMUD now faces significant rate ncreases due
to power procurerient decisions that, with hindsighit, were ill advised. SMUD also is
planning to raise its electricity rates; however, this will be the first rate increase in
ten years and rates will still be lower than PG&E's electricity rates before this recent
round of PUC approved rate increases.

C. Mgxt Steps:

Cormmence negotiations with SDG&E for mutual beneficial partnerships.

Conduct preliminary appraisal and pre-feasibility consultant services necessary 1o
evaluate rough costs to acquire existing SDGAE facilities {or build new fagilities)
and evaluate legalfreguiatory issuesfobstacles. If approved by Council, issue an RFP
ior services to valuaie SDGE&E facilities,

Cansider resolution to deciare City a Municipal Utility leffective immediately with no
real tangible benefits).

Coonrdinate any affort on this strateqy with the efforts of other local junsdictions.

D. Fiscal Impact

Staff time primarnly from City Attorney, City Manager, and Community Development.
Additionally, it is currently anticipated that the preliminary appraisal and feasibility
consultant services would cost approximately $40,000 to $50,000. i after the pre-
feasibility phase is completed, and the City elects to proceed, it is anticipated that the
final phase would cost up to $2%0,000 that would produce a condermnnation guality
appraisal including severance issues ansiyzed and valuated.

3. BECOME A MUNICIPAL "AGGREGATOR"™ AND ACQUIRE ELECTRICITY AT
HEGOTIATED RATES FOR THE CITY, AND INCLUDE RESIDENTS AND BUSINESSES
(AS PERMITTED BY LAW). [OPTION &, REPORT PP. 74]

A. Rateonulg;

Murnicipal aggregation offers the potential for lower electricity costs and certain
nop-price benefits at minirmal initial capital investment.

The City of Palm Springs saved customers in its aggregation prograrn $88,000 in
only twe years. {The program has since been suspended.)

B. Rizks to Comglder:

Current law requires procedures whereby local residents and businesses must
affirmatively “opt in” f0 an aggregatien plan, This dramatically reduces
participation, and therefore the benefits of aggregation. However, there is
tegislation curreptly under discussion to change this provision and allow municipal
aggregation programs to be done on an "opt-out” basis. If there is a change in the
law, this option is more promising in terms of the potential benefits such & program

could pravide to Chula Vista's residents and husinesses.
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s Although the risk to the City under this option is less than the above two aptions,
municipal aggreqation is hkely to yield very minimal benefits while burdening the
City with administrative and contractual responsibilities.

c. Next Steps:
=  Support iegisiation that preserves consumer choices and authorizes “opt out”
runicipal aggregation programs.

.
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10.

11.

12

14

15.

Summary of Major Action [fems

Retrofit new and existing City facilities while also distributing retrofits to residents,
Pursue modified work schedule for City emplayasas.

Contimue/expand energy conservation projecls for City facilities and promote energy
efficient and renewable energy programs for businesses and residents.

Continue to moenitor the market and negotiate with ESP's and Duke as the law allows -
execute deal within specified parameters if obtamable,

Continug to monitor the legislative process and implement the Legislative Strategy.

Implement the CD: Reduction Plan through efforts on three tiers: the Citywide General Plan
Update, Sectional Planning Area (SPA} Flans/Site Planming, and Building Construction
iGreenStar Program).

Implemant the GreenStar Building Incentive Program.

Conduct a "pilot study”™ through use of a consultant to establish & set of site planning and
construction indicators, and to develop a computer model for use i analyzing development
projects relative to air quality improvement and energy conservation,

Solicit proposals for Distributed Generation proiects at selected City facilities and evaluate
potential econemic development "over the fence” transaction epponunities.

Pursue the CEC Solar Energy and Distributed Generation Grant Program for both City
facilittes and other economic development opporiunities.

Megotiate {in cooperation with the Port District! public benefits with Cuke Energy as new
plant is entitled.

.Davelop an Emissions Offsets Program based on mobile sources {as permitted by lawi.
13.

Megotiate with SDG&E for mutually beneficial cpponunities,

.Prepare Request for Proposals for consultant services to perform preliminary appraisal and

pra-feastbility studies to valuate SOGAE facilities and analyze legal/ regulstory environment
for municipalization. Estimated cost to $50,000.

Fresent resolution for declaring the City a Municipal Utility,

Next S5teps

Based on Coundcil direction at warkshop, proceed with Major Action Rems.

Determine overail Enargy Strategy, staffing and management plan and more refined general
implementation costs.

Present Energy Strategy and Action Plan to Council for formal adoption in June 2001, and
report on progress made on the Major Action ltems.

JACEAMDEVI HAY NESWEXECUTIVE SUHIMARY Joc
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ATTACHMENT 3

A
1Ty OF
CHELA VISIA
May 24, 2001
TO: The Honeorahle Mayor and City Council
FROM.: wMichael Meacham, Special Operations Manager %
VIA; David D. Rowlands, Jg

SUBJECT: Update Regarding the Implementation of Energy Conservation Measures
for City Facilities, Residences and Businesses as Contemplated in the
Energy Strategy and Action Plan

The Governor has asked all electricity consumers in the state fo reduce their energy
consumption by another 10% this summer and has offered San Diego consumers a
20% rebate incentive payable in October if they reduce consumption by 15% throughout
the summer. Without these reductions in energy use, the state is projected o
experience an estimated 35 to 50 days of rolling black outs. With or without these
reductions, Chula Vista businesses and residents are faced with the threat of significant
increases in energy costs. The following programs are designed primarily to assist the
City in doing its parl at City facilities to reduce its energy consumplion while continuing
public services. Secondanly, the report outiines the City's eflorts to educate residents
and businesses about the need for energy conservation and assist themn with their
eflorts.

Staff is not requesting that Council take action at this time to implement a 8/80 work
schedule as part of the efforl to reduce energy consumption during peak summer
demand. Staff has concluded that the schedule required to generate the energy
henefits needed fo meet the (10%} ten percent conservation goal would be too
disruptive to public services. Additionally, there is not enough notice to aliow families
sufficient time to adjust fo the changes that would need to occur to the planning and
promotion that has gone inte summes programs for seniors, children and other
potentially dependent members of the community that rely on those public services.
Staff believes strongly thatf there is merit in the 9/80 plan from conservation and other
important perspectives, however more planning is needed to fully take advanlage of
those benefits and minimize the potential impacts o service. Staff will continue to work
with ali City Depariments and Council to identify conservation measures that couid
produce the significant reductions In energy use that couid have accrued through the
9/80 plan.

Staff wili implement a number of measures that have the potential to reduce energy
consumption during the state's greatest annual energy use peried; June 1, 2001 to
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September 30, 2001. The following further describes those items, which Council has
seen in draft form in the Energy Repert and an Information Memorandum of April 24,

2001.

Emergency Summer Energy Policy - City Facilities

The programs will be effective from June 1 through September 30, 2001

Ali employees are authorized and encouraged to dress in a professionaliy casual
manner and asked to bring sweaters for early morning or colder days

Air conditioners will be set at 74 degrees and heating will be tumed off fo “pre-
cool.” for the warmer times of day? Thermostats may not be adjusted.

All staff will be reminded that they are t¢ eliminate any personal energy devices
connected to City service in their workspace such as refrigerators, fountains,
television sets, microwave ovens, clock radies, fans and other devices uniess the
devices are battery cperated or authorized by a physician.

Staff will be expected to tum off electronic items such as monitors, printers and
calculators when not in use and when leaving their workstation for more than {10)
minutes.

Staff will be asked to work under natural light whenever possibie withcut health
or safety risk and to tum off task or office lighis whenever leaving their work area
for more than 10 minutes.

All computers, copy machines, printers and non-essential faxes shall be turned
off at the end of each workday. Staff will be asked tc pay particular atlention to
the last day before the weekend.

Each division will be asked to assign one person 0 check all workstations to
verify that all elecironic equipment is turned off at the end of each day.

The Cily will replace any refrigerators in City facilities that are six or more years
of age ot have broken door seals with new energy star cerified models.

Stalf has cleaned the coils of all other refrigerators {0 assure they are operating
as efficiently as possibie and energy planner devices will be added to those
models.

Conservation Staff will conduct a preliminary audit of any outdoor building lighting
and interior lighting that has not been retrofit. Whenever possible, simple
day/night sensors and compact fluorescents will be installed.

The City is applying for a grant to conduct a comprehensive energy audit of al}
City facilities. If awarded, the audif will be conducted as soon as possibie and in

/677



conjunction with the San Diego Energy Office Rebuild Amenca Program. Staff
will then return to Council with an analysis of the payback periods for each
project, recommendations and a request for authorization to implement the
program.

= Recreation will be authorized to increase rates assessed adult leagues and
activities to recover the full cost of lights used for those aclivities. Lights wili not
go on until after 6 p.m., the “peak” period.

Emergency Summer Energy Assistance - Residences and Small Businesses

Staff's efforts are designed o assist residents and small businesses reduce their
electricity costs and usage which further helps to prevent rolling blackouts. Staff will
implement the foliowing congervation measures between June 1 and September 30,
2001.

Direct Conservation Measures

A separzte ifem on this evening's agenda request authorization to use addifional
unanticipated revenues from the sale of recyclables from calendar year 2000 to expand
conservation programs. The funds will allow Staff to expand the program from 300
households and 10 husinesses o serve up to 1,500 additionat households and 25
additional businesses with further program maodgifications to increase recycling
participation and energy conservation.

+ Residents

o Atthe time this report was circulated, Staff had installed free compact
flucrescents and provided energy rebate assistance {0 approximately 200
homes through the door-to-door program and expecis to meet the 300 home
goal by June 1, 2001.

o With City Council approval, staff will serve up to an additional 1,500
residences by the end of the summer.

o The funds will also allow staff to continue to assist those residents with their
participation in local and state energy efficient rebate programs.

o Staff is working with SDG&E to assist low-income residents with their
participation in the SDG&E's Direct Assistance Program that will fund full cost
of window, lighting, insulation and appliance upgrades.

o The SDG&E's Light Bulb Exchange Program for senior citizens and low-
income residents has exhausted current funding. SDG&E has performed
three events in Chula Vista and is working with staff to complete at least one
final event for Congregational Towers. Staff will pursue additional events for
Chula Vista agencies as future funds become avaitable.

+ Small Businesses

o Stalf has completed proposals for six Chula Vista businesses and expects to

compiete ten businesses by June 1, 2001.



With Council approval of the increased budget request staff will increase the match per
business from $1,000 to $2,500 per business and reach an additionai 25 businesses by
the end of summer. City and business funds could then be matched by SDGA&E for a
potential value of up to $10,000 in energy saving equipment per business.

» Business and Residential Steps
o Staff will continue to assist residents and small businesses interested in
installing altemative energy sources.
o Staff will continue to work with the Planning & Building Department, as weil
as, regional and State agencies fo facilitate the identification of sound
aiternative energy equipment and installation practices.

Additional Conservation Actions

Printed Information

Staff has developed ang distributed an informational brochure to all businesses outlining
the Governor's executive order regarding after hours lighting through the May
commercial refuse bill mailing. The altached brochure was developed with the support
of the Police Department, Public Information, Code Enforcement, Community
Development Department, and Special Operations Programs (see attached).

Staff has also distributed energy conservation information to residents through fiyers
inserled in previous refuse bilting insert and to businesses through direct contact and
service club meetings.

Staff is developing an “Energy Resource Conservation Guide” to enable residents and
small businesses to implement electricity conservation measures by providing:
conservation tips, information on local retailer of energy efficient products and
appliances, qualified energy efficiency contractors, and o provide assistance and
information on installing alternative energy sources such as solar photovoltaic systems
and provide bill assistance information. Staff plans to have the guide completed and
ready to be mailed with the June 2001 residential and small businesses refuse bills that
will reach residents by June 30, 2001.

Staff will work with the San Diego Regional Energy Office, San Diego Gas & Electric,
the California Conservation Corps and other agencies and jurisdictions in developing
the guide and other service materiais and programs.

Long Term Actions to Address Energy Efficiency at City Facilities

+ Staff intends to pursue grants and non-general fund sources to provide additional
energy design, management and funding support to the City Facilities Project Team.

» Staff wilt incoporate options for energy savings measures that exceed Title XXIV and
alternative energy generation in future buildings and design for Council review. Staff
will aiso devieop recommendations fo install, where appropriate, comparable retrofits
in existing City facilities.



» Staff will pursue additional grants and non-general fund revenue sources to enhance
the cost-eflectiveness of conservation measures and reduce "payback,” periods,

» Staff will cecordinate the altemative energy and conservation design eflorts with
energy service providers, the San Diego Regional Energy Office, the Califomnia
Energy Commission and other agencies to take advantage of public facility
programs and obtain energy conservation cerlifications for new and remodeled
facilities.

The implementation of this program has not resulted in an impact to the general fund
except that certain conservation measures may produce savings in the Ciby's monthly
energy costs. The action items completed in this report were funded by Special
Operations Program Conservation funds, grants and other non-general fund sources
approved by Council. Future energy conservation projects will be brought to Council
with funding recommendations for their review and approval prior 1o their
implementation.

Mim:enargypolicy Summerpolicy-cashnal



COUNCIL RESOLUTION NG,

RESOLUTION OF THE CITY COUNCIL OF THE CITY OF CHULA
VISTA ADOPTING THE CITY OF CHULA VISTA ENERGY
STRATEGY AND ACTION FLAN

WHEREAS, in light of the State’s energy crisis, the Cily of Chula Vista hired MRW &
Associates o assess energy management options which may allow the Cily o gain 3 measure of
contrel over the Cilty's demand and supply of energy as well as the financial cosks of the City's
energy use aver time; and

WHEREAS, MRW, in its final reporl dated February 23, 2001, provided an overview of the
energy cfisis and bread-based recommendations the City could pursue; and

WHEREAS, staff then recommended en Energy Strategy and Action Plan which is
comprised of eight {8) specific components that collectively seek o advance the interests of the City
of Chula Vista and is residents and businesses in the areas of energy conservation, supply and
prosurement for the City of Chula Vista; and

WHEREAS, City Council hield a workshop on April 17 to consider the draft recommendations
and provided input to stefl, and

WHEREAS, City Council at their Apnl 24 meefing acceplted the report and directed stalf to
redurn with an implementing resotution to formaily adopt the Energy Strateqgy.

HNOW, THEREFORE, BE 1T RESOLVED by the City Council of the City af Chula Vista, that it
hereby approve the City of Chula Visla Energy Stralegy and Action Plan.

Presented by Approved as o form by

Chris Salomane
Dirgctor of Community Development

JICOMMDEVIRESOSE nergy Sirategy & Acton Plan.doc



CRDIHRANCE NO.

AN URGENCY ORDIHANCE CF THE CITY COUNCIL
OF THE CITY OF CHULA VISTA ESTABLISHIRG
THE CITY OF CHULA VISTA AS A MUNICIPAL

UTILITY
WHEREBAS, the City of Chula Vista (the *City*), a
municipal «corporation and charkter city, i3 authorized

pursuant to Article XI, Section 9%{a} of the California
Constitution and Section 200 of the City Charter to
establish, purchase and operate public works to furnish its
inhabitants with utility services including light, power,
heat, transportation, or means of communications; and

WHEREAS, the deregulation of the electrxicity markek,
increased demand for energy, inadeguate supply of natural
gas and other fuel sources, a ‘detericrating transmission
and distribution system, Iinadeguate or poorly implemented
federal and state energy regqulations, and a volatile energy
commodities market has led to a state-wide energy crisis
characterized by socaring energy costs and unreliable energy
supplies; and

WHEREAS, this euergy c¢risis threatens Lhe public
health, safety and general welfare of businesses and
residents throughout the state, including businesses and
residents in and around the City of Chula Vista; and

WHEREAS, the City has studied, reviewed and analyzed
the current status of the energy crisis and has consulted
with various experts to identify the prospective benefits
of establishiug a municipally owned ukility; and

WHEREAS, as a resulkt of deregulaticn of the electric
utility industry in California, the City has identified
numerocus potential  benefits that would derive from
providing a municipally owned utility, included but not
limited tg {a} a municipal wutility has preferential access
Lo low-priced federal power and potentially other

alternative power supply socurces:; (b} a municipal utbility
does not pay federal income taxes, and it has access to
tax-exempt debt to finance capital projects; fch a

municipal utility may be akle to provide distribution and
other  energy related services Lo  City facilities,
businesses and/or residents more reliably and at a lower
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cost than the incumbent utilities under the existing energy
delivery system; (d) by operating the distribution system
itself the City would have the ability toc structure fair
and reasonable utility rates in a manner Lthat rewards
conservation, provides for the use of alternative/renewable
power sources, encourages the ugse of off-peak power, and
provides the (City with ceontrel over how and where “public
benefit” conservation funds are invested; and

WHEREAS, Lthe City 1is alsc concerned with the rising
costs, threats ko reliability, and potential enviroomental
impacts related to the various other ubility services
necessary to the City, its bnsinesses and residents; and

WHEREAS, C(City Council has found and determined that
the creation of & municipal wutility could enhance utility
system reliability, lower utility rates and otherwise
provide utility services that significantly enhance the
quality of life and provide significant benefits to the
citizens, businesses and environment of the City; and

WHEREAS, Lthe City’'s establishment of itself as a
municipal utiliey is categorically exempt from CEQA
pursuant to CEQA Gnidelines Section 15320,

NOW, THEEREFCORE, the City Council of the City of Chula
Yista does hereby ordain as follows:

SECTION I: The akove findings and determinaticons are
hereby adepted as true and correct.

SECTION II1: The City of Chula Vista hereby
establishes itself as a municipal uktility ("Municipal
Utility"). The Munigipal Utility is authorized to provide
electricity, mnatural gas, alternative forms of energy,.
waker, telecommunicaticns, transportation and related
utility services (*Utility Services”} to governmental
facilities, businesses, organizations, and residents

locabted within and around the City of Chula Vista.
Bdditional City Council approval shall be regquired before
the Municipal Utility actually provides one or more utilicy
cervices.

SECTION IIT: The City Council shall be the governing
board for the Municipal Utility acting in accordance with
its existing rules and procedures. The City Manager or his
designee is hereby authorized to take all necessary steps
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to implement the authority of the Municipal BRuthority as
directed and approved from time to time by the City
Council. The City Manager or his designee is further
authorized and directed to take all necessary actiong to
provide for the implementation, operation and maintenance
of City Council approved Municipal Utility activities
including, hbut not limited to, determining the level of
additiocnal staffing required, if any, identifying
outsourcing needs, negotiakting agreements with consultants,
special counsel, underwriteris) and/or financial advisozrs
in connection with regulatory, legal or financial matters.

SECTION IV: This ordinance in no way precommits the
City to providing one or more of the defined Utility
Services or bo acquiring, veoluntarily or otherwise, some or
all of the incumbent utility facilities. Cicy staff is
hereby authorized and ditected to explore partnership
opportunities with the incumbent utility providers and with
other public agencies in the region which may themgelves be
pursuing public utility options.

SECTION V: This ordinance 1is necessary as an
emergency measure for preserving the public peace, health,
safety and general welfare in light of the gravity of the
State's energy crisiz and the need to take immadiate action
to respond to this crisis. The City Clerk shall certify to
the adoption o©f this oOrdinance, which shall be in full
force and effect immediately upon its first reading and
adoption i1f passed by a four-fifth's wvote of the City
Council.

Eresented by

Chris Salomone
Director of Community
Development

J:hattorney imunicipality ubiLicy
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ORDINANCE HO.,

AN ORDINANCE OF THE CITY COUMCIL OF THE
CITY OF CHULAR VISTR ESTABLISHING THE
CITY OF CHULA VISTA AS A MUNICIFAL

UTILITY
WHEREAS, the City of Chula Vista (the *City"}, a
municipal corporation and charter city, is authorized

pursuant to Article XI, Section 9{a) of the <¢California
Constitution and Section 200 of Gthe <City Charter to
establish, purchase and operate public works to furmish its
inhakitants with utility sgervices including light, power,
heat, tramsportation, or means of communications; and

WHEREAS, Lthe deregulation of the eleckricity market,
increased demand for energy, inadeguate supply of natural
gas and other fuel souxces, a deteriorating transmission
and distribution system, inadequate or poorly implemented
federal and state energy regulations, and a volatile energy
commodities market has led toc a state-wide energy crisis

characterized by &oaring energy costs and unreliable energy
supplies; and

WHERERS, this energy crisis threatens the public
health, safety and general welfare of businesses and
residents throughout the state, including businesses and
residents in and around the City of Chula Vista; and

WHERERS, the City has studied, reviewed and analyzed
the current status of the energy c¢risis and has consulkted
with wvarious experts to identify the prospective benefits
of establishing a municipally owned utility; and

WHEREAS, as a reault of deregulation of the electric
utility industxy 1in California, the ¢City has identified
numerous potential benefits that would derive from
providing a municipally owned utility, included but not
limited to {a} a municipal utility has preferential access
to  low-priced federal power and potentially other

alternative power supply sources; (b} a municipal utilircy
does not pay federal income taxes, and it has access Lo
tax-exempt debkt to finance capital projects; ic}y a

municipal utility may be akle to provide distribution and
other  energy related serxvices to  City facilities,
businesses and/or residents more reliably and at a lower
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cost than the ilncumbent utilities under the existing energy
delivery system; (d) by operating the distribution system
itself the Cicty would have the ability to structure fair
and reasonable utility vrates in a manner that rewards
conservation, provides for the use of alternative/renewable
power sources, encourages the use of coff-peak power, and
provides the City with contreol over how and where “public
benefit” conservation funds are invested; and

WHEREAS, the City is alsc concerxned with the rising
costs, threats to reliability, and potential environmental
impacts related to the varicus other utility services
necessary to the City, its businesses and residents; and

WHEREAS, City Council has found and determined that
the creation of a municipal utility could enhance utility
system reliability, lower utility rates and otherwise
provide utility services that significantly enhance the
quality of 1life and provide significant benefits to the
citizens, businesses and environment of the City; and

WHEREARS, the <City's establishment of itself as a
municipal ukility 1is categorically exempt from CEQA
pnrsnant te CEQA Guidelines Section 15320.

NOW, TMEREFORE, the City Council of the City of Chula
Vista does hereby ordain as follows:

SECTION I: The above findings and determinations are
hereby adopted as true and correct.

SECTION II: The City of Chula Vista hereby
establishes itself as a municipal wutility ({*Municipal
Ugtilicy®). The Municipal Utility is authorized to provide
electricity, natural gas, alternative forms of energy,
water, telecommunications, transportation and relatead
utility =services {*Utility Services") to governmental
facilities, businesses, organizations, and residents

located within and around the City of Chula Vista.
additional City Counecil approval shall be reguired before
the Municipal Utility actually provides one or more utilicy
services.

SECTION III: The City Council sghall ke the governing
board for the Municipal Utility acting in accordance with
its existing rules and procedures. The City Manager or his
designee is hereby authorized tc take all necessary steps
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to implement the authority of the Municipal »Authority as
directed and approved from time toc time by the ity
Council. The City Manager or his designee iz further
authorized and directed to take all necesgsary actions to
provide for the implementation, operation and maintenance
of <City Council approved Municipal Utility activities
including, but not 1imited to, determining the level of
additional staffing required, if any, identifying
osutsourcing needs, negotiating agreemsents with consultants,
special counsel, underwriter(s) and/or financial advisors
in connection with regulatory, legal or financial matters.

SECTION IV: This ordinance in no way precommits the
ity ro providing one or more of the defined Utility
Services or to acguiring, veoluntarily or otherwise, some or
all of the incumbent ukility facilities. City staff is
hereby authorized and directed to explore partnership
opportunities with the incumbent utility providers and with
other public agencies in the region which may themselves be
puxsuing public utility options.

SECTION V: This ordinance shall take effectk and be in
full force on the thirtieth day from and after ilts second

reading and adoption.

Presented by Approved as to form by

Chris Salomone
Director of Community
Development

Jabtorneyi\manicipality urility iregular)
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