Operational Performance Audit of

The Orange County Power Authority

Principal authors:
Paul Fenn

Julia Peters

Charles Schultz

Local Power LLC

91 Mountain Street
Haydenville, MA 01039
Tel: 413-268-2272
www.localpower.com
Prepared for:

The County of Orange

Frank Kim
Chief Executive Officer

County of Orange
400 W Civic Center
Santa Ana, CA 92705-4434

Contract no. CT-017-23010290

ocal Power.

December 9, 2022



A. This report is prepared for the Orange County Board of Supervisors pursuant to its August 25, 2022
“County of Orange Request for Information and Audit; Public Records Request for Power Purchase
Agreements”’ sent to the Orange County Power Authority, in view of the August 23 consideration of a
proposal by the Orange County Board of Supervisors to withdraw from the OCPA Joint Powers Authority
(JPA) pursuant to 6.1.2 of the JPA?, and their direction to County Counsel to request from OCPA its

confirmation that it will complete the following actions®:

1. Allow a county selected, independent, third-party auditor to review and complete a
comprehensive audit of OCPA operations. The audit shall include both (1) an “open book”
financial audit of the OCPA’s financial statements detailing its assets, liabilities, revenues, and
costs; and (2) a performance audit of OCPA’s operations, including its procurement of purchased
power agreements (“PPAs”), the effectiveness of its internal controls, policies, and procedures,
and any costs incurred by the OCPA on behalf of the county to date; And to

2. Pause all launch activities on behalf of residential and commercial customer in county
unincorporated areas “County Customers,” including, but not limited to, the OCPA’s procurement
of electrical power, and defer issuing notice to County Customers concerning their automatic
enrollment in the OCPA until such time as the Board receives the independent audit report and
considers whether to withdraw from the OCPA.

This document comprises the performance audit of OCPA operations. The financial audit is being
prepared separately by Orange County staff. As solicited by Orange County, the question to be answered
by this performance audit, is whether Orange County Power Authority (1) staff, (2) operational
structure, (3) policies, and (4) procedures are proficient at mitigating risks to customers who join the
OCPA in search of finding a reliable source of renewable energy.

B. Summary of Actions taken by the County Executive’s Operational and Performance Audit
and by Local Power LLC

From late September to mid-November, 2022, Local Power reviewed OCPA Joint Powers Agreement,
Implementation Plan, Policies, and other relevant documents including those relating to personnel,
operations, and non-energy contracts; videos of key OCPA Board meetings; agendas and minutes; and
conducted 25 interviews with OCPA staff, Board members and other participants, including consultants
and contractors. OCPA engaged in most interviews and provided the majority of the documents

"Included in Sept 6, 2022 OCPA Board packet, page 135,
https://www.ocpower.org/wp-content/uploads/2022/09/September-6-2022-OCPA-Agenda.pdf

2 Aug 23, 2022 Orange County Board of Supervisors meeting agenda
https://Board.ocgov.com/sites/bos.egovoc.com/files/2022-08/rev-sup08232022_13.pdf

3 Aug 23, 2022 Minutes: “AUTHORIZED AND DIRECTED COUNTY COUNSEL TO SEND LETTER TO THE
ORANGE COUNTY POWER AUTHORITY ("AUTHORITY") REQUESTING THE AUTHORITY ALLOW AN
INDEPENDENT, THIRD-PARTY AUDIT OF THE AUTHORITY'S FINANCES, OPERATIONS AND PROCUREMENT”
http://cams.ocgov.com/Web_Publisher_sam/sam08_23_2022.htm
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requested. The package of power contracts requested by both the County and Local Power LLC were
provided on November 9, 2022; however, the documents were redacted of pricing and other details.

C. Summary of Findings

Community Choice Aggregation (CCA) in California was borne out of Assembly Bill 117 (2002). A CCA was
a new model of energy where energy users had control to make scaled climate action possible while
protecting consumers from increased costs. By scaling up the purchasing power of users, local municipal
governments would be empowered to manage a local democratic process focused on local solutions,
transparency, and customer engagement. Municipalities wishing to form regional CCAs were authorized
to use Joint Powers Agencies (JPAs) as OCPA has done.

Local Power was contracted by the County of Orange (County) to conduct a performance audit of OCPA
operations, including its procurement of power purchase agreements. All of which contribute to OCPA’s
ability to mitigate risks to customers. Examining OCPA’s ability to mitigate risk is crucial to its business
operations as the fundamental core of a CCA is to identify the most beneficial rates for its customers in
an often-volatile energy market. In the time Local Power conducted the performance review, it made the
following findings:

e OCPA’s loss of load to opt-out is twice that of its own projections (8.5% vs. 16.5%)* and its loss of
customers is nearly three times that of the statewide average customer loss of the other 19 CCAs
(20.4% vs. 7%).°

® The agency’s launch brought rate increases above Southern California SCE in its default products
to both its commercial customers and its residential customers.

® OCPA did not exercise CCA best practices in developing and administering communication
materials to customers about rates and opt-out notifications.

e The majority of OCPA staff lack CCA and/or energy market expertise. Furthermore, job roles and
responsibilities of staff are commingled with multiple other roles, which are not necessarily in
line with CCA best practices.

® OCPA relies heavily on external contractors for industry expertise. Best practices support
development of such expertise in-house.

e The Community Action Committee and other Board “ad hoc” subcommittees were and continue
to be underutilized despite key roles they play in the CCA model.

Each of these findings will be explored in detail throughout the report.

D. CCA Rates and Rate Options

4 Taken from “Opt-out Accounts and Load Analysis as of 2022.11.09.xIsx” received from OCPA staff, 11.14.22
5 https://cal-cca.org/cca-impact/ Table: “CCA: Power in Numbers”
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The question of this performance audit concerns OCPA’s proficiency in mitigating risks to consumers
seeking a reliable supply of renewable energy. While there are several kinds of risks at play in procuring
wholesale power in California, the dynamics of opt-out enrollment are key to understanding CCA risk in
general. Opt-out notification is an essential pivot point of a CCA, because it facilitates consumer
organization of buying power without forcing customers to participate. While its benefit is to get better
deals through scale, CCAs must remain competitive in order to retain customers. Thousands of
municipalities with tens of millions of Americans have succeeded at launching with and maintaining
competitive rates on average over time, and thus have low risk related to loss of revenues from customer
opt-out.

CCAs seeking to cause more renewable energy while maintaining low opt-out rates by customers have
succeeded across California and the nation by launching with default products at or below the utility rate
(“meet or beat”). They achieve higher levels of renewables in basic service products. Premium rate
options for greener products like 100% renewables, solar ownership or energy efficiency retrofits or EVs
enhance the profile of a service that is greener at rate parity or cheaper. OCPA’s forecast of 8.5% of
combined customer load opting out was based on other CCA programs that don’t cause rate increases
with default products. These CCA programs start out competitive, maintain annual average
competitiveness, and offer new, greener and more palpable choices. By employing these strategies, CCAs
in California and nationally have enjoyed strong customer retention records. Taking this approach, CCA
program risk is then limited to unavoidable risks, such as future market conditions, costs, weather, that
are common to all forms of energy procurement.

Much higher than expected opt-out rates make the prospect of, perhaps, even higher opt-out levels the
most tangible risk to Orange County CCA customers. There is the ongoing risk of the financial impact of
opt-out by commercial and residential customers, including due to ongoing media coverage and audits

calling into question the operations and management of OCPA.

OCPA’s CCA Implementation Plan pro forma assumed 5% of residents and 10% of commercial customers
would opt-out, which when weighted for scale translates to 8.5% of load and revenue.® As of October 31,
2022 OCPA reported a 16.5% combined load opt-out rate, nearly twice the expected loss of load. This
figure precedes the third of four opt-out notifications OCPA is required to mail to all its residential
customers, and it will be the first they receive after being enrolled and seeing increased rates from their
enrollment in premium default products.

After the second period of notifications following enrollment has occurred on November 1 and
December 1, 2022, there remains the risk that the combined opt-out level will be higher. Should this

6 Staff Report summarizing EES contract responsibilities:

* Draft and File Implementation Plan and Statement of Intent by December 31, 2020;

* Draft and Issue Request for Proposals (RFP) for: Power Supply and Scheduling

Services, Data Management and Call Center Services, and Marketing and Outreach;

* Develop and update financial pro forma;

« Assist with banking services RFP; and

« Assist with Regulatory Filings and Timeline Updates.(EES Contract approved December 16, 2022)

Performance Audit of the Orange County Power Authority - December 9, 2022

L_ocal Power.



occur, the program will generate less revenue than expected in its pro forma and for OCPA’s Credit
Agreement, which may alter OCPA financial projections.

Apart from exceeding its forecasted opt-out rate and impacting its financial projections, at just halfway
through OCPA’s residential opt-out process, its current opt-out rate is already significantly higher than
the average California CCA following opt-out. Of the nineteen CCAs in California, the average
participation rate reported by CalCCA is 93%, meaning a 7% opt-out of customers.” At the halfway point
in its residential customer opt-out notification and enrollment process, with opt-outs still arriving each
day, OCPA reports participation rates at 79.6% of customers, or an opt out rate of 20.4%.°

A high opt-out rate presents risks and potential additional new opt-outs by commercial customers.® Such
an instance could exacerbate the loss of OCPA revenue and further alter its financial projections. Should
such a worst-case scenario occur, the risk remains that OCPA could be placed under pressure to raise
rates for remaining customers to meet its financial obligations. Given that basic service is already very
similar to SCE in both price and renewable content, it is possible that OCPA basic service rates could
become less competitive. Should this occur, further increases in opt-out are possible, which could
theoretically impact OCPA’s ability to meet its Credit Agreement obligations.

While the redaction of all of OCPA’s power contracts provided makes the likelihood of such a failure
impossible to independently ascertain, there remains the risk of either program termination or member
withdrawal, which in certain cases presents financial risk to members.*

What is described above is considered the “worst-case” scenario. In interviews with OCPA staff and
Board members, many were confident that SCE, which is seeking a substantial rate increase in January,
will succeed in winning CPUC approval. If that occurs, OCPA’s rates for basic service will be closer to the
discount predicted in its marketing materials. Otherwise, staff report that OCPA is able to sell excess
power at a profit, in which case™ they expect no impact to financial obligations.

E. OCPA Mitigation of Rate Risk

The most obvious risk to OCPA consumers is increased electricity rates. The agency’s launch brought rate
increases above Southern California SCE to both its commercial customers and its residential customers.
This was the result of the default premium rates (“100% RenewableChoice” and “SmartChoice”) selected

7 https://cal-cca.org/cca-impact/ Table: “CCA: Power in Numbers”

8 Taken from “Opt-out Accounts and Load Analysis as of 2022.11.09.xIsx” received from OCPA staff, 11.14.22

® Though its commercial opt-out process was completed in the Spring, OCPA commercial customer opt-out increased
significantly in the fall, increasing from .6% of commercial load in July 2022 to 1.6% in August and 2.4% in
September, 2022. See OCPA document RFI 3#1 Q1 and 2.

© Under an “involuntary return” without a year-long return process, whatever costs the CCA can’t cover, the IOU can
file a “Tier 2 Letter” with the CPUC to seek permission to place a non bypassable charge on (former) OCPA customer
meter accounts.

" Local Power LLC received redacted power contracts from OCPA, and so cannot evaluate this question.
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by most member towns in January and February, 2022 - a couple of months before commercial launch.
During that time, rates reached as high as 7% above SCE’s rates.*?

During this time, OCPA did offer an optional product rate that required customers to complete an
“opt-down” procedure (“BasicChoice”) to receive it. Opting down to BasicChoice effectively prevented a
rate increase. While this was strategically a sensible option to have, it also did not demonstrate any
particular benefit such as savings or environmental benefits. Whereas, county and city leaders were
originally told the basic rate would have higher levels of renewables and save customers around 2% on
their bill,”> OCPA’s BasicChoice broke even with Southern California SCE at a very slightly higher level of
renewables. Given the weak appeal of BasicChoice, launching with a rate premium as the “default”
product created the risk of a higher than average opt-out rate by consumers, who face the choice of
either acquiescing to a rate increase to be greener,'* or having to affirmatively select a product that is
very similar to SCE’s basic rate and level of renewables.

F. Sufficient and Effective Customer Communication

Assembly Bill 117 (2002)* authorizes the creation of CCAs in California. AB 117 requires CCAs to “provide
consumer protections” to their customers. This consumer protection function is specifically required in
CCA opt-out notifications. AB 117 provides that “(t)he community choice aggregator shall fully inform
participating customers.... Any notification shall inform customers of...(t)the terms and conditions of the
services offered.”*® In essence, CCAs are formed specifically to benefit consumers.

While AB 117 does not prescribe the manner in which information should be presented, CCAs have
created best practices around sufficient and effective customer communication so as to avoid allegations
of being non-transparent.

The simplest and most salient terms and conditions of a CCA’s service are its rate options and
corresponding renewable energy levels. In the case of OCPA, which implemented a default rate increase

"2 The staff report on rate design recommends “Scenario 3", which assumes member City’s set the default service at
SmartChoice. It envisioned a 3.7% increase over SCE for those customers, and 5.6% for 100% RenewableChoice.
Table at page 180 of the agenda packet:
https://www.ocpower.org/wp-content/uploads/2022/01/January-11-2022-Board-Agenda.pdf

%“The Study estimates that a CCE can provide a 2% discount on electricity rates to Irvine customers when compared
to Southern California Edison (SCE) while matching SCE’s projected renewable energy portfolio. This discounted rate
translates to an estimated $7.7 million in electricity savings to the community each year. “ “Community Choice Energy
Feasibility Study and Technical Assessment” Jan 16, 2020, prepared by EES for the City of Irvine
https://legacy.cityofirvine.org/civica/filebank/blobdload.asp?BloblD=32916

4 “Green pricing” programs, in which customers volunteer to pay a premium for greener power, have consistently
suffered from very low adoption rates.

5 “Section 366.2 (c) (1) Notwithstanding Section 366, a community choice aggregator is hereby authorized to
aggregate the electrical load of interested electricity consumers within its boundaries fo reduce transaction costs to
consumers, provide consumer protections, and leverage the negotiation of contracts.” (emphasis added, AB 117,
Migden [2002], http://www.leginfo.ca.gov/pub/01-02/bill/lasm/ab_0101-0150/ab_117_bill_20020924_chaptered.pdf

6 Emphasis added, Section 366.2 (c) (13) (A) of the Public Utilities Code (AB117).
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for all participating customers from its member cities, terms and conditions should include information
about rate increase and a comparison of all three products to SCE’s products in price and renewable
content, as a CCA best practice to ensure transparency.

An examination of OCPA’s customer notifications and comparisons to other California CCA notifications
showed:

e No clear indication to customers that they have been enrolled in a premium product and their
rates will increase.

e While opt-out notifications were sent to customers, the information about what an “opt-out” is
and the consequences of opting-out and opting down were insufficient in our view.

e |n presenting the choice between three products, there was insufficient information to enable a
customer to make an informed decision about which product to choose. CCA best practices
would include comparisons between the current rates and benefits the customer is receiving
from the utility company against the rate and renewable levels from each of the three products.

® Because OCPA employed a default rate, there should be information explaining the default rate
product and rate increases in clear terms and how and why the default was chosen by the
customer’s city.

® Best practices would include estimates of monthly bill impacts for each customer.

OCPA staff cited Clean Power Alliance as another example of launching with premium rates. Below is a
comparison of OCPA’s mailer and Clean Power Alliance’s mailer.

Exhibit A. OCPA Customer mailer

( POWER AUTHORITY

THE POWER OF COMMUNITY
QOrange County Power Authority (OCPA) is an independent, locally
governed, not-for-profit Gommunity Choice Energy (CCE) provider that
serves businesses and residents with clean energy at competitive rates.

By joining the hundreds of California cities already benefiting from CCE
programs, we're moving our community toward a sustainable future,
which makes us more resilient, independent, and healthy.

THE POWER OF COMMUNITY CHOICE ENERGY:
+« CLEANER POWER AT COMPETITIVE RATES

+ REINVESTING REVENUEINTO OUR COMMUNITY SOURCE : ~ CUSTOMER

+« LOCAL CONTROL BY COMMUNITY LEADERS ‘OGPA buys electricity from SCE delivers the electricity Businesses and residents
traditional and renewable and maintains the grid. benefitfrom choice, competitive

Beginning in April 2022, OCPA becomes your local renewable energy resources. rates, and cleaner power.

provider. To make things convenient, your business will be automatically

enralied, You're all set—thers's no need to doanything. Learn more at OCPower.org or call 1-866-2-OCPOWER (1-B66-262-7693)

‘Terms & Conditions of Service
‘Orangs County 6t rates OGPA ‘mamber san off 1-B66-2-OCPOWER (1-866-262-7693) or
rates are subject to changs. w3 by the DCPA Board of visit ocpomErong.
Directors. Changss te OCPAcr Southem i il i PAandSCE. Discount Programs lf you are currently enrclledin the California Alternative Rates for Energy (CARE) program., the Famil
OCPA cust 92 Indi i ranchise Fee Surcharge. GCPA i sl Program. oo Lavel Pay you willcortinos i it
has. it i i Note, that OCPArates are competitve with SCE Mt Ve giacqunts as an OCPA customer,
ilabis or by calling 1-866-2-OCPOWER (1-866-262-7693).

EInQVouwll recaive asingle monthly bil from SCE that includes OC charges. SCE colscts fr g,';‘,,Eazsh::"reummmmlmoa’amw‘"ﬁmw'mw% ESCPUT‘:.“EH f-308-2na ?Eemol&nncpw;:e
oc = uwu'm_"gwbmm'ﬂ for providing other senvices. These g advised that ifyou do opt out andraturn 0 SCE, ynuwl\lnulhav?(hs option toreturn (o OCPA for & ul year and be subject
your from OGPA or SGE. OCPAS electric generation 0 SCE'sratas, tarm, servios, For sca.com.

SCi o GILH#a e 3 naf ot cherga ar mxra‘an, SGE wil continus fa h 4 ‘Optout
msrgsvmhrabmcdawervseww fyouaptoutof OGPA, SCE) ging you for t vedat ior ‘s meter thatmeterread date; &l other
iderinaur member agency jurisd You hereby apt reier vl daie. C stomeny b opt cutor kb arwisn opracriing
mnyouupoumtocmmmummsc anytime after your electricity servmfrumOCPAw\lbamargadbtaHOCP used
accountis) willbe subject to SCE based gy ind oth Failure to Pay OCPA may transfer your account to SCE upon 60 calendar deye written notice rfwofmllnwvnurml Iyour
senice. P ser + OGP Smart Choice energy servics sarice E youwilatil thet time,
uniess the chooses' ‘choosa to sign up for Basic Choice or 100% Renewable Choice. Formore

Customer Privacy Poliey Thepolicy can be found at ocpawerorg of by caling 1-866-2- OCPOWER (1-886-262 7683).
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Exhibit B. Clean Power Alliance mailer

Your Rate Options

Pricing shown below is for a typical residential or business customer.
Select commercial rates may be higher. Please contact Clean Power Alliance for more information.

1-2% bill savings 0-1% bill savings 7-9% premium
compared to SCE % 20t compared to SCE compared to SCE

Lean o——— . Clean o 100% Green
Power | e Power i Power

0-1%

% adicional
ado con SCE

36% renewable 50% renewable 100% renewable

Interested in learning more about who we are?

Have questions? We're here to help. Call us at 888-585-3788 (TTY 323-214-1296).

Clean Power Alliance sce You
P9 A CLEAN ) -~
POWER iBienvenido! #um! (f;i;:'vézgs
ALLIANCE >ronto disfrutar Stal

fe las ventajas de T4 MBS RRRINERER Postage
PAID

Los Angeles, CA
Permit No 2342

PO Box 13696
Los Angeles, CA 20013

Welcome!

You can now pick where your electricity
comes from!

You will soon enjoy the advantages of clean,
renewable power at competitive rates. Starting
December 2020, Clean Power Alliance will be
your new electricity provider.

A close examination of the two mailers show that OCPA’s pre-enrollment notices to commercial
customers, and the residential notices contain almost the same text and images. There is no information
about rates or renewables levels, nor about the default premium product and impending rate increase.
The required information about how to opt out is given in small print in the corner and includes
confusing information about the negative consequences of opting out.

In contrast, Clean Power Alliance’s mailed notifications to its customers clearly and appropriately inform
customers of what is happening to their energy bill.”’ Apart from offering rate savings in both its basic
rate and its “middle” product, Clean Power Alliance’s opt-out notification provides enough information
for customers to understand the impacts of accepting its products. CCA best practices is to provide at
least this information and a warning and explanation about any rate increase resulting from a member
municipality’s decision to use a default premium product, and easy access to all products.

Inadequate customer information in opt-out notifications presents a very real risk that a failure to
adequately inform customers of automatic enrollment of a resulting premium rate, may result in a failure
to opt-out of a program in which they would not knowingly participate.

7 Clean Power Alliance opt-out notification, December, 2020.
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A CCA best practice for information on rates is to show on the main webpage how residential or

commercial customers rates and bills are impacted by the CCA's energy products. OCPA’s web page

could be improved with a more user friendly interface to allow for easy navigation of options for

consumers. An example of this best practice for websites MCE’s residential rates web page,*® which

directly presents average rate information to the viewer.

Exhibit C. MCE Webpage

MCE Light Green
RENEWABLE**

$120.58
MCE Electric Generation

$211.59
PG&E Electric Delivery

$22.88
Additional PG&E Fees

$355.05
Average Total Cost

STANDARD SERVICE

MCE Deep Green

RENEWABLE**
Solar and Wind

$132.14
MCE Electric Generation

$211.59
PG&E Electric Delivery

$22.88
Additional PG&E Fees

$366.61
Average Total Cost

100% RENEWABLE

MCE Local Sol
RENEWABLE**

Local Solar

$164.15
MCE Electric Generation

$211.59
PG&E Electric Delivery

$22.88
Additional PG&E Fees

$398.62
Average Total Cost

100% LOCAL SOLAR

PG&E
RENEWABLE**

$137.99
PG&E Electric Generation

$211.59
PG&E Electric Delivery

$29.28
Additional PG&E Fees

$378.87
Average Total Cost

OPT OUT FOR PG&E .

t Engllsh

Included here is the PG&E renewable rate for comparison with MCE products. OCPA staff cited the

challenge of Southern California Edison’s (SCE) changeable rates as a source of difficulty in citing them;
however, citations could be date stamped and updated as is done by other CCAs.

In contrast, OCPA’s residential rates web page provides only marketing information about renewable

content. There is no description of impacts on either rates or bills and instead, requires the customer to

click on a button and enter data into a calculator.

'8 https://www.mcecleanenergy.org/rates/
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Exhibit D. OCPA Residential Rates Webpage

® O 8 nhttps:ffwww.ocpower.orgfresidentialjresidential-rates/ B

Solar / Net E @ (NEM) Custama @ enrolled on a ng ba Click Here for More Information —

MUNITY

L(: POWER AUTHORITY Commercial v+  Board & Committee Meetings Resources v  ContactUs AboutUs ~ n

ﬂ‘ Residential Residential Rates

RESIDENTIAL RATES

Orange County Power Authority (OGPA) is an independent, lacally governad, not-for-profit Gommunity Choice Enaergy (GGE)
provider. OCPA is committed to providing cleaner, renewable electricity choices at competitive rates, and investing in innovative
programs that banefit residents, businesses, tha anvironmant and the aconomy in our communities. Whan customars anroll with
OGCPA, they are choosing local control of electricity procurement decisions, reducing the carbon footprint associated with their
electricity service, and helping support the growth of local renewable projects. Rather than providing profits to investors, OCPA's
net revenue (after buying power and administrative expenses) can be used to help stabilize electricity prices, provide incentives
for solar installations, support energy efficiency programs, and develop more lecal renewable energy sources in and near Orange
County. This will keep the electricity rates competitive and enable OCPA to invest in innovative, clean techneologies and energy-
related job training.

Choosing renewable energy helps move Orange County toward a more sustainable future, which ensures a more resilient,
independent, and healthy environment. OCPA was created to help move Orange County toward a more resilient and sustainable
future. As a resident or business owner, you know how important efficiency, sustainability and reliability are when it comes to your
electricity needs. With OCPA, you can count on a dependable source of renewable energy to be delivered to you year round.

Estimate and Compare

For the first time, you can decide where your power comes from. If you're curious about how choosing cleaner energy compares
to SCE's service, we've created a simple Rate Comparison Calculator to show you the differences between OCPA's 100%
Renewable Choice, 69% Smart Choice and 38% Basic Choice options. Choosing renewable energy demonstrates your
environmental stewardship and supports the health and resiliency of your community.

To see what an estimate of your bill could look like with different Orange County Power Authority service
offerings compared to Southern California Edison please use the Residential Rate Comparison tool below. To
get started, make sure to have a copy of your bill handy.

As for rate comparisons, consumers are directed to click the yellow “Residential Rate Comparison”
button, which transfers the customer to a new web site address,*® where the customer is asked to enter
rate classification data into query fields labeled with utility jargon (e.g. “DOMESTIC,” “CARE, “TOU”)
requiring their SCE rate classification in a list of 10 is required. This presents an unnecessary barrier to
information.

'® https://bill-compare.communityenergysolutions.com/ui-v2/home/9/1/1
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Exhibit E. OCPA Online Rate Calculator

@ POWER AUTHORITY

THE POWER OF COMMUNITY

Calculate & Compare

See what an estimate of your bill could look like with different Orange Gounty Power Authority (OCPA) service offerings compared to Southern
California Edison (SCE)'s default rate. You'll need a copy of your latest SCE bill to help you complete the form below. If you do not see your rate plan
listed (including NEM rates), please contact answers@ocpower.org for more information. Energy costs change throughout the year. This
comparison utilizes SCE rates effective October 1, 2022 and OCPA rates effective October 1, 2022,

Account Information
Where do | find my sccount information?

Rate No Results

To see your results enter your information in our bill
compare calculator and select CALCULATE.

7 Select Rate }
D-CARE
DOMESTIC
TOU-D-4 @ If you do not see your rate plan listed as an option, please contact us at
TOU-D-5 ‘ answers@ocpower.org or call toll-free at 1 (866) 262-7693 for more
TOU-D-A information.
TOU-D-B
TOU-B-PRIME
TOU-EV-1 ‘

Please note: this bill calculator estimates your bill as accurately as possible, using a compasison of Seuthem California Edison (*SCE) and Orange County Power Autharity ("OCRA")
ratescurrertly in e, Tha lectrc charges onyour bl an b simpifed it v cafegaris: Elecirc Daiery and Elecric Supsly/Genaration. When you jin OGPA, OCPA replacs

CE's Electri far the source of power and how much electricity you are using. This bill calculator accounts for SCE's Dalivery Charges.
whish ars SCE' chargae for delbering elachmlty to your meter. SCE's delivery charges include Tor electricity distribution, mai and
feas approved by the Gakfornia Public Utilities Gommission. This bill calculator also accounts for surcharges, which i SGE char, t costs of power

behalf before joining OGPA. The comparison generated by the bill calculator excludes any applicable taxes or SCE minimum chergas, special charges or credits such as the Gattoria
Ciimate Credit, which are the same regardiess of energy provider. Bacause of these axclusions, the bil calculator may show slight deviations from OGPA projected overal bl
comparisons to SCE.

4« BACKTOHOME

ORANGE COUNTY
(d) POWERAUTHORITY

THE POWER OF COMMUNITY

Calculate & Compare

See what an estimate of your bill could look like with difierent Qrange County Power Authority (OCPA) service offerings compared to Southern
California Edison (SCE)'s default rate. You'll need a copy of your latest SCE bill to help you complete the form below. If you do not see your rate plan
listed (including NEM rates), please contact answers@ocpower.org for more information. Energy costs change throughout the year. This
comparison utilizes SCE rates eftective October 1, 2022 and OCPA rates effective October 1, 2022.

Account Information
Where do | find my sccount information?
Rate No Results
| DOMESTIC v ‘ To see your results enter your information in our bill
compare calculator and select CALCULATE.
Service Location
@ If you do not see your rate plan listed as an option, please contact us at
| Buena Park v ‘ answers@acpowsr.org or call toll-free at 1 (866) 262-7693 for more
information.

Bill Ending Month
[ 7

Summer Usage (kWh)

Where do | find my summer usage?

Tier1

[ e o |

Tier2

| Enter KiWh Amount ‘

High Usage Charge

| Enter kWh Amount ‘
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For those customers who do find and enter their SCE rate classification data, he/she next receives an
OCPA popup that requires him/her to enter “Summer Usage Data” in the form of kilowatt hours for as
Tier 1, Tier 2 and high usage charge.

Compared to MCE’s web page, OCPA’s residential rate page presents three layers of separation between
the customer and his/her information. A CCA best practice is no layers; the rate page, alone, should
display enough information for customers to make informed decisions about joining the CCA. OCPA could
benefit from improving both its written and web communication by providing the right amount of
information at a simplistic level for customers to understand.

Inadequate communication with customers may have harmed OCPA’s public credibility, and may have
contributed to the higher opt-out rates reported in this audit.

G. Staff, Governance Structure, Procedures, and Policies
1. Proficiency of Staff

Qualifications of Staff: In the first year of a CCA many long-range decisions are made, including making a
binding forecast of OCPA load to CPUC, making Covenant commitments to serve those loads in a Credit
Agreement, and signing Resource Adequacy agreements. OCPA began its operations in 2021 with two
full-time staff, Chief Executive Officer and Chief Operations Officer. The CEO had no energy or electricity
procurement experience. The COO resigned at the end of 2021.

OCPA currently has seven Full Time Employees on staff. At the end of 2021, OCPA was successful in
adding qualified finance staff, especially a Chief Financial Officer with significant CCA expertise. Other
staff, however, do not have the level of expertise needed to manage electricity procurement and energy
activities. These gaps present continuing under-managed risks for participating consumers.

While OCPA did add qualified finance staff at the end of its first year, a significant portion of long-term
procurement decisions were already made in the earlier part of the year by OCPA staff who had little, to
no, particular knowledge of CCA rules and electricity procurement; thereby, creating the risk of less than
proficient evaluation, management and independent evaluation of contractors and, potentially
insufficient briefings for OCPA Board members.

It is a CCA best practice to have energy planning and procurement staff in-house. While the CFO and
Controller provide support on the financial side currently, it would have been advisable to have both
these positions in place in early 2021 when the $35M Credit Agreement was signed, rather than late
2021 and mid-2022, respectively.

OCPA still lacks a COO and energy planning and procurement staff.
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Roles and Responsibilities: Best practices require the CCA Board exercise some approval authority over
roles and responsibilities of the organization. In the instance of OCPA, there are two findings concerning
the roles and responsibilities of the staff and the organization that require the Board to review.

a. CEO Role and Responsibilities

The role of the CEO in the OCPA JPA is defined in a de minimis, unspecified manner in comparison to

that of CEOs as described in other CCA JPAs. The OCPA CEO is also made Secretary of the Board, not
a role typically held by a CEO of a major public agency. Below is a comparison of the CEO roles

described in the OCPA, San Diego Community Power, and Sonoma Clean Power JPAs. Note that San

Diego Community Power and Sonoma Clean Power CEO descriptions do not include any

responsibilities that fall under a Board-appointed Secretary.

Comparison of CCA CEO Roles

1. From the Orange County
Power Authority JPA?:

3.12 Chief Executive Officer. The
Board shall appoint a Chief Executive
Officer. The Chief Executive Officer
shall be the chief administrative
officer of the Authority, and shall be
Secretary of the Board. The powers
and duties of the Chief Executive
Officer shall be those delegated
and/or assigned to the Chief
Executive Officer by duly adopted
action of the Board.

3.10.2 Secretary. The Secretary shall
be responsible for keeping the
minutes of all meetings of the Board
and all other official records of the
Authority.

2. From the San Diego
Community Power JPA?:

5.5 Chief Executive Officer. The Board

shall appoint a Chief Executive Officer
for SDCP, who shall be responsible for
the day-to-day operation and
management of SDCP and the CCA
Program. The Board shall appoint a
qualified person, hired through a
transparent, competitive process, to
act as the Chief Executive Officer; he
or she may not be an elected member
of the Board or otherwise
representing any Party to SDCP. The
Chief Executive Officer may exercise
all powers of SDCP, except those
powers specifically reserved to the
Board including but not limited to
those set forth in Section 4.6 (Specific
Responsibilities of the Board) of this
Agreement or SDCP’s bylaws, or those
powers which by law must be
exercised by the Board. The Chief
Executive Officer may enter into and
execute power purchase agreements
and other contracts, in accordance

3.  From the Sonoma Clean
Power JPA?%:

4.4 Chief Executive Officer. The Board
of Directors shall appoint a Chief
Executive Officer for the Authority,
who shall be responsible for the
day-to-day operation and
management of the Authority and the
CCA Program. The Chief Executive
Officer may exercise all powers of the
Authority, except the powers
specifically set forth in Section 4.3 or
those powers which by law must be
exercised by the Board of Directors.
The Chief Executive Officer may enter
into and execute any Energy Contract,
in accordance with criteria and
policies established by the Board.
4.9.2 Secretary. The Board shall
appoint a Secretary, who need not be
a member of the Board, who shall be
responsible for keeping the minutes
of all meetings of the Board and all
other official records of the Authority.

2 https://www.ocpower.org/wp-content/uploads/2021/09/0CPA-JPA-Agreement-Executed.pdf
2 https://sdcommunitypower.org/wp-content/uploads/2022/03/Amended-JPA.pdf
2 https://sonomacleanpower.org/uploads/documents/02-SCPA-JPA-10-13-2016.pdf
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with criteria and policies established
by the Board.

5.3 Secretary, The Board shall appoint
a qualified person who is not on the
Board to serve as Secretary. The
Secretary shall be responsible for
keeping the minutes of all meetings
of the Board and all other office
records of SDCP. If the appointed
Secretary is an employee of any Party,
such Party shall be entitled to
reimbursement for any documented
out of pocket costs it incurs in
connection with such employee’s
service as Secretary of SDCP, and full
cost recovery for any documented
hours of service provided by such
employee during such Party’s normal
working hours.

It is a CCA best practice for the Board to appoint a Secretary other than staff or a Board member.
OCPA specifies that the CEO is the Board Secretary, and all but the first meeting’s minutes of the
Agency’s Board are signed by the CEQ, including the minutes of the second Board meeting,
where employment contracts for CEO and COO were approved by the Board.”? There was
irregular coverage of Board meeting minutes - some meetings are highly detailed while others
are de minimis, omitting or cursorily summarizing comments, questions or requests by members
of the public. Furthermore, Board member interviews®* indicated that on multiple occasions,
Board member requests and directives were never completed by staff. Failure of staff to follow
through on Board requests or directives could be harmful to the integrity of the Board as it
attempts to make decisions concerning the public.

b. OCPA Organizational Chart

= Documents bear the signature of Brian Probolsky on 12/22/20.
https://lwww.ocpower.org/wp-content/uploads/2020/12/Approved-Board-of-Directors-Minutes-122220.pdf The Board
voted to appoint him CEO on 1/12/21.
https://www.ocpower.org/wp-content/uploads/2021/01/Approved-Board-of-Directors-Minutes-011221.pdf

% Interview of OCPA board members on October 24, 2022 and on November 11, 2022.
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Exhibit F. OCPA Organizational Chart

Orange County Power Authority
Organizational Chart
2021

OCPA
General Counsel Board of
Directors

3\ B
Chief Executive Power Planning
Officer I and Procurement
. I J
[ ]
N \
Chief Operations AICC I
Chief Financial
Officer
Officier
. J L )
[ | 1 [ | 1
) N ) ) ) )
Customer Legislative and Communications Finances & Rates Human Information
Programs Regulatory Affairs and Outreach Resources Technology
J / J J J J

The OPCA organizational chart was presented to the OCPA Board at its third meeting. While most of
the chart is standard, there should be closer scrutiny around the General Counsel’s reporting
responsibilities. The organizational chart shows the General Counsel reporting and accountable to
the Board. The General Counsel’s contract, however, specifies him as Counsel to both the CEO and
the Board®. Among his contracted roles as approved in the December 16, 2020 Board meeting,
Counsel appears to play three roles at board meetings:

e Counsel to the Board
e Counsel to the CEO
e Power Planning and Procurement with Best Best & Krieger’s Energy practice

In-House Counsel is a CCA best practice. Where a contractor is chosen as General Counsel, it is a
CCA best practice to retain a separate firm to be responsible for power contract negotiations.

% December 20, 2020 OCPA Regular Meeting Board Packet. Mr. Baron’s responsibilities are defined as: general
legal support for Authority governance and operations including required legal filings with other agencies as may be
required by law; preparation of bylaws and other policies as may be desired by the Board; Review of monthly Board
agendas and materials, and attendance at all Board meetings and workshops; provide Brown Act, Conflict of Interest
and Public Records Act advice and representation; provide and/or review standard vendor contract terms and
template for consultants and professional service providers. Draft/review contract for wholesale power services, data
management and other high dollar, technical service contracts;advice to the CEO and designated staff on
administrative and operational matters; research and advice on operational/pubic agency legal questions asked by
the Board, CEO and designated staff; support regulatory, power procurement and financial efforts, including
compliance filings and energy contracting.
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Finally, looking through the Board packets through to 2022, there is no confirmation that the Board
ever adopted an official organizational structure; however, OCPA provided an updated organizational
chart that demonstrates:

The Finance roles have been filled

A Data Analyst has been added

Power Planning and Procurement is vacant

The COO is vacant

Customer Programs, Legislative and Regulatory Affairs, and Communications and Outreach staff

descriptions have been replaced by two “Business Relationship Managers” and a “Management
Analyst.”

2. Governance Structure

Board and committee structures are essential to ensure sound Board procedures and policies. A
successful exchange of information and feedback between the Board and its committees and
subcommittees form the foundation of a democratically governed CCA that is both informed and
responsive to community input.

According to interviews and meeting minutes, the Board ad hoc committees were inadequately
consulted in board -designated activities, particularly related to engagement, information, and required
opt-out notifications, all-important for ensuring consumer protection under the CCA law, AB117.

Committees are dormant, and subcommittees or “Ad Hoc”committees were formed but are inactive
based on a review of meeting minutes, and interviews. The Marketing Committee was underutilized in
its designated role in marketing and customer information, which should have included the messaging of
the opt-out notification and specifically should have included information on default premium rates and
resulting rate increases and BasicChoice service option.

Board members report that the Community Advisory Committee (CAC) is inactive. The CEO remarked
that CAC is not involved with OCPA operational matters. CAC is important procedurally to OCPA, because
the Board depends upon it for public feedback. Public comments in Board minutes expressed frustration
with the delayed formation of the CAC. The CAC had its first meeting on July 12, 2021 despite the OCPA
Board directing the staff to return to the next meeting with information on forming a CAC at the January
12, 2021 meeting. In response, a Staff Report stated that “(s)ince the Authority will not launch until the
Spring 2022, staff does not want to rush to bring this item before the Board and will be conducting a
thorough analysis to ensure it makes a strong recommendation for the Board to act upon in the coming

months...”*

% Emphasis added, January 26, 2021 OCPA Staff Report re Citizen’s (later renamed Community) Advisory
Committee Update — Item 5.A
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Apart from delaying its participation well beyond the start of key decisions, staff’s proposed scope of
CAC'’s relationship with the Board is narrowly defined. The CAC’s purpose is to advise the OCPA Board on
the operation of its Community Choice Energy program, but it’s opportunities to do so are limited by the
JPA. Below is a comparison provided to the OCPA Board between OCPA and other CCAs’ Community
Advisory Boards.

Comparison of CCA Community Advisory Boards

OCPA CAC: 3CE CAC: East Bay Community Energy | Sonoma Clean Power CAC:

From time to time
the Board may ask
the CAC to work
on defined
objectives and
produce materials
or advice that will
assist the Board in
decision-making;
help the Board to
identify issues of
concern and
opportunities to
educate
community
members about
the Authority;
Draft reports to
the Board with
findings and
recommendations
as may be needed;
Represent the
views of the
Committee
constituencies in
comments and
recommendations;
Plan for and
engage in
community events
and special

Act as a liaison to
the community by
engaging in
community
outreach to assist
and

support 3CE, as
well as seeking the
views of various
groups of
customers and
potential
customers of CCCE
regarding 3CE
proposals and
policies.

Provide feedback
and in-depth
review of and
oversight over to
3CE Policy and
Operations Boards
(the “Boards”) and
staff (“Staff”) on
proposals and
policy
recommendations
related to power
supply mix, rate
design, customer
programs and
community
engagements.

CAC:

o Allows 1
non-voting
member on the
Board of Directors.

e Developsa
workplan
approved by the
Board of Directors.

o  Work on defined
objectives to
produce materials
that will assist the
Board in decision
making.

®  Review and
comment on
budget, rates,
policies, and
programs.

o |dentify issues of
concern and
opportunities to
educate
community
members.

e  Draft reports with
findings and
recommendations.

® Serveasan
information-chann
el back to
colleagues and
communities.

®  Review programs,
budget, and rates.

®  Advises Board on
general planning
and business
issues.

®  Reviews contracts
over $100k.

®  May direct staff for
research and
analysis.

® Analyzes
operations and
issues and advises
the agency’s
elected Board of
Directors and
staff.?®

2 (Emphasis and bold added) OCPA Board Meeting, February 23, 2021 From “Attachment 1” in Board packet:
“Existing Community Choice Aggregators Community Advisory Committee Matrix.”
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projects, as
appropriate;
Serve as an
information-chann
el back to their
colleagues and

Assist with
legislative
advocacy in
furtherance of 3CE
key goals.

Represent the view
of their
constituents in
their comments
and
recommendation

communities;

®  Other duties or
tasks, as deemed
appropriate by the
CAC and Board,
that meet the
purpose of
providing a venue
for ongoing citizen
support and
engagement in the
strategic direction,
goals, and
programs of the

Authority.”’

Compared to OCPA, these CCAs provide their CAC with greater discretion to review and comment
regarding their Board’s responsibilities, to directly engage the Board, to review large contracts, and even
to direct staff for research and analysis. The OCPA CAC as created lacks a mandate to independently
influence the Board or staff and has no independent way to communicate with the Board. The CAC,
though formed to advise OCPA’s Board, is substantively under staff control when it should be
independent of OCPA staff. Currently, the CAC is required to:

e Have the CEO approve its agenda®
e Have the CEO approve CAC items to be placed on the Board’s agenda
e Have the CEQ’s approval to request information from staff.

Apart from the narrow definition of its responsibilities, the procedural limits placed on the CAC harms
the ability of the Board to receive and respond to community input, and makes the CAC inappropriately
dependent on and powerless to direct staff for research and analysis.

In our view, there is inadequate structure in evidence at OCPA. From inception, OCPA has relied heavily
on outside consultants for industry expertise. And while that strategy is appropriate as OCPA builds its

staff, OCPA has not wound down its dependence on outside consultants, which creates the perception

that the current staff have not reached a level of expertise sufficient to conduct the day-to-day

2 Adopted Scope of CAC, May 3, 2021 - “CAC Next steps and documents relating to members, application, purpose
and scope OCPA Community Advisory Committee Purpose and Scope.”
2 Interview with CAC Chair Jose Castenada, November 10, 2022.
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operations of the OCPA. Ensuring that OCPA staff continue to gain CCA expertise should be a priority for
OCPA.

3. Policies and Procedures
a. Board Member Access to Information

In Board member interviews, some expressed concern about lack of access to information on contracts.
Different Board members report different forms of access. Outside Counsel said that unredacted power
contracts were made available to Board members via individual secure web links distributed to each
Board member and that Board members can use this link to individually view the data for discussion
during Board meetings. However, other Board members did not recall ever seeing the links and claimed
to have never had opportunities to view unredacted power contracts.

CCA best practices would employ direct and deliberate review of sensitive information by all Board
members in an appropriate venue that ensures commercially sensitive information is not publicly
released.

b. OCPA Implementation Plan

An implementation plan not only details how a CCA will launch, but also the policies and procedures that
will guide that launch. An Implementation Plan is the product of collaboration between all the various
stakeholders invested in the success of a CCA - Board, CCA staff, and public.

The most important policy included in the Implementation Plan was the timing for the launch of
enrollment for commercial and residential customers. The launch for commercial customers was set for
March or April 2022. It is noteworthy that this date may be changed through a simple amendment to the
CPUC, and should not have caused any urgency by itself. However, both Board members and staff of
OCPA refer to the Implementation Plan schedule as being a source of urgency to launch enrollment.

There was limited evidence in meeting minutes that suggest a robust discussion of timeline was
discussed, during which options remained to pause or reset the program. OCPA launched enrollment in
volatile market conditions in California and nationally after the war in Ukraine had already resulted in
higher natural gas prices across the US. OCPA did not alter its schedule in response to these conditions.

There was limited evidence in meeting minutes that suggested a diligent response to the Western
Community Energy / West Riverside bankruptcy declaration, which in part had blamed Western’s
over-dependence on consultants and lack of staff capacity. Despite public and board comment to the
effect that OCPA shared similar characteristics to Western with respect to reliance on consultants, no
future board discussion addressed the question of whether to staff up before proceeding with
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procurement. OCPA remained unchanged in its approach in its Energy Risk Management Policy, which
describes dependence on outside consultants as a risk management strategy® rather than a problem.

While only one is required by law, it is a best practice for a CCA to dedicate several public hearings to
approve a CCA Implementation Plan, and for board members to be informed well in advance of any
binding actions taken directly by the board or indirectly by staff. A review of the meeting minutes and
interviews with staff and Board members demonstrated that some board members reported that they
received inadequate preparation for and had insufficient time to give due consideration to major
decisions under its power, such as approval of the CCA implementation plan, which OCPA approved in
one meeting*’.

This example also gives cause to examine the process undertaken to approve the Joint Powers
Agreement and the long-term power contracts with SCE and PG&E. These types of policy decisions
require at least the minimum legal 72 hours of notice for Regular Meetings, and 24 hours for Special
Meetings, one presentation, and little to no board discussion, though some members reported individual
and two-member briefings outside the Board meetings.

c. Bylaws

No bylaws were ever written, though the JPA Agreement includes the writing of bylaws as a function of
the Board. To govern effectively, CCA JPA Boards should predicate the complex day to day policy
decisions with a clear set of guidelines to follow. Adoption of bylaws is a CCA best practice to create
more competent governance that helps guide ephemeral and reactive policy decisions. Bylaws could also
provide a framework for addressing complaints of some board members around the process, such as
lack of transparency and insufficient staff briefings before important votes.

Staff and Counsel have said the JPA and Board’s adopted policies are meant to replace any need for
bylaws.

However, the policies adopted by OCPA do not appear to effectively replace the bylaws contemplated in
the OCPA Joint Powers Agreement.?? Bylaws are meant to provide guidance for making more specific
decisions, such as on policies or contracts. While in principle policies could provide the equivalent
guidance of bylaws, they would have to resemble bylaws in structure, to cover the wide spectrum of
issues involved in a CCA program.

An adoption of policies is fundamentally distinguishable from bylaws, which articulate comprehensive,
inclusive and focused goals, principles and rules to ensure Board Members exercise due diligence in the
exercise of their responsibilities and provide proper direction to the CEO. Bylaws may also be adopted in

%0 Orange County Power Authority Policy # 11 - Energy Risk Management Policy

3 OCPA'’s first meeting, a Special Meeting, was held December 13, 2020. At its second meeting a week later, also a
Special Meeting, it approved its implementation plan - December 22, 2020 (ltem 5)..

32 Section 3.5, p. 5.
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response to new information, not just a priori, but the manner of proceeding should take place in an
orderly and principled, properly prioritized manner. A review of OCPA policies in order of adoption
follows for evaluation of them as guiding principles:

e Policy #1 - “Procurement Policy” (Adopted 1.26.21) provides a waiver for the CEO to choose
lowest cost bids in an “exception to competitive procurement requirements” in one or more
purchasing procedures | this Policy and/or use sole source procurement if the CEO determines
that the best interests of Authority are served,” This exception (5di) means the policy is
voluntary for the CEO. The guidelines for sole source contracting are vague(5dii).

® Policy #2 - “Delegate Contract Authority Policy” (Adopted 1.26.21) allows the CEO to sign
contracts for up to $125K without Board approval. During the CCA pathway to launch, with no
energy staff in place, the CEO and contract counsel received delegated authority even though
insufficient hiring had taken place to proceed with due diligence.

e Policy #3 - “Customer Information Confidentiality” (Adopted 2.9.21) more resembles CCA
guiding principles, as confidentiality of information is an important CCA procedures, but is also
required by AB117 and is standard practice among CCAs, and so lacks OCPA specific or unique
content.

e Policy #4 - “Prohibiting the Dissemination of Untrue or Misleading Information Policy” (2.9.21)
prohibits speech by “Board members, officers, committee members, employees, agents and
consultants from the dissemination of any statement related to the Authority’s CCA program
that is known to be untrue or misleading....”

® Policy #5 - “Board of Directors’ Compensation and Expense Reimbursement Policy” (Adopted
2.9.21) authorizes payments to Board members in the amount of $212.50 per meeting, but also
authorizes the “Board chair and CEQ” at discretion to approve compensation to Board members
for “days of service.”

Policy #6 is “HELD IN RESERVE”

e Policy #7 - “Records Management and Retention” (Adopted 4.13.21) provides for deletion of
records, basic but creates authority to delete many files.

e Policy #8 “Computer Use and Email Policy” (Adopted 4.13.21) is standard practice and requires
no comment.

® Policy #9 - “Adding New Municipal Members” (Changed to “New Customers Communities”
9.9.22) is the second policy after Policy that would be considered as part of bylaws or a guiding
policy, however like Policy #3, Poliy #9 is of merely secondary rank in CCA guiding documents,
which are principally concerned with the quality of the service they will provide: energy,
consumer impacts & information.

e Policy #10 - “Volunteer Policy” (Adopted 7.13.21) concerns engaging volunteers.

e Policy #11 - “Energy Risk Management Policy” (Adopted 7.13.2021) is the first to appear to be a
guiding document concerned with energy that could be compared with a bylaw concerning risk.
However, this Risk Policy does not include any discussion of opt-out risk, which is the major risk
facing CCAs. It does not describe the financial risks from high opt-out rates and risks concerning
OCPA’s ability to meet its Credit Agreement obligations. Moreover, this Risk Policy, adopted
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about a year after the West Riverside CCA blamed its bankruptcy on overdependence on
consultants, identifies dependence on consultants as a “risk management strategy.”

e Policy #12 - “Board Agenda Policy” (Adopted 11.23.21) Policy regarding rules for Board members
adding items to the agenda, passed nearly one year after the Board formed and after many
major Board decisions and agency commitments had already been made.

e Policy #13 - “Net Energy Metering Policy” (Adopted 10.25.22) also could be found in guiding
documents, and incorporates CCA program incentives for solar ownership, but is also a subset of
solar power guidance that would be found in bylaws or policies meant to function as bylaws.

e Policy #14 - “Social Media Policy” (Adopted 10.25.22) provides that “OCPA reserves the right to
deny access to its communication channels ... OCPA reserves the right to move or delete any
postings.”

OCPA policies that had been scheduled for adoption have not been created:*

Budget and Accounting Policy (Scheduled for Adoption January 26, 2021)

Guidelines for Access to Public Records (Scheduled for Adoption January 26, 2021
Time-sensitive Legislative and Regulatory Policy (Scheduled for Adoption March 9, 2021)
Debt Management Policy (Scheduled for Adoption September 14, 2021)

Delinquent Account, Collections, and Bad Debt Policy (Scheduled for Adoption September 14,
2021

6. Investment Policy (Scheduled for Adoption September 14, 2021)

vk wnN e

OCPA’s adopted policies do not indicate an effort to form a coherent whole, both in substance and board
process. OCPA’s adopted policies appear ad hoc in nature, omitting major policy areas such as treatment
of customers, customer information, among others, that the guiding principles of a CCA board would
normally include. Therefore, OCPA’s adopted policies should not be seen as replacing or providing the
function of bylaws.

33 OCPA Proposed Administrative Policies and Approval Schedule listed from the January 21, 2021 Board meeting.
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APPENDIX A
Statement of Local Power LLC Qualifications to Conduct Performance Audit of OCPA

Qualifications to Evaluate Proficiency of CCA Procedures

From the beginning of CCA’s existence, Local Power has been engaged with some of the most successful
CCAs in California, both environmentally and economically, including the first several CCAs to launch -
creating the approach to “meet or beat” existing utility rates, while developing higher levels of
renewable resources by building them locally or “CCA 2.0

After Paul Fenn coauthored the nation’s first CCA or Municipal Aggregation bill and law in Massachusetts
as the Director of the Massachusetts Senate Energy Committee, Local Power began in 1995 as the
Oakland-based nonprofit American Local Power Project, funded by a grant by from Surdna Foundation,
educating thousands of municipalities across the country about CCA. Mr. Fenn then was involved
formally or informally in the early phases of formation of most of the first half dozen of CCAs that
launched, from Ohio to California, including CleanPowerSF, MCE, Sonoma Clean Power, and C3E (San Luis
Obispo County) among others, and was former consultant to the local NGO launching San Diego’s Energy
Authority in its early years. In 2007, Fenn formed San Francisco-Marin-based Local Power, Inc., and in
2019 formed Massachusetts-based Local Power LLC.

Fenn was sole author of a new and differently structured CCA law in 2002, AB 117. Prior to its passage,
Fenn had drafted and collected signatures for original CCA resolutions by a dozen municipalities in the
Bay Area and Los Angeles in 1999, calling for a CCA law in California. After writing AB117, and securing
Senator Carole Migden as Sponsor, Fenn was an active and successful participant in resisting utility
maneuvers during the two year legislative hearings process.

Fenn then went on to write the first CCA ordinance, or “CCA 2.0” to use CCA to build rather than just
purchase renewable energy, adopted by the San Francisco Board of Supervisors in 2004. He drafted the
CCA Implementation Plan and H Bond Action Plan, the nation’s first “green” renewable bond authority,
adopted by San Francisco in 2007. Local Power was retained to analyze local renewable projects for
SFLAFCO, and then by SFPUC to perform risk analysis, financial analysis, contract risk analysis, and
preparation of In City Buildout Business Case for CCA, completed in 2013. Local Power has created
advanced systems for data analysis. Local Power has experience in CCA power procurement, both
advising municipalities in their RPFs with suppliers and directly negotiating with wholesale power
suppliers in California, and retail power suppliers in other states.

Fenn led the defeat of Proposition 16, a PG&E-funded plebiscite to stop CCA, in 2010: “one of the
greatest progressive victories in California history.” Fenn was a major contributor to the two main CPUC
CCA decisions that establish protocols on procedures for CCAs, and personally went through many of the
same procedural challenges encountered in our audit of OCPA.
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Beginning in 2014 Local Power contributed to the New York Public Service Commission’s rulemaking on
CCA. Local Power received a contract from the New York State Energy Research and Development
Authority to help design NYSERDA's “CCA Toolkit” for use by New York State municipalities to avoid high
upfront consulting costs that can be a burden to communities trying to launch CCAs, and may undermine
the accomplishment of their goals. Mr. Fenn was then appointed Member, CCA Subgroup of New York
State Clean Energy Advisory Council's Voluntary Investment Working Group, focused on barriers to local
renewable energy development by CCAs under New York’s existing policies and rules. Local Power
drafted CCA legislation for New York, which contributed to the executive order that was issued by the
Governor to open up New York to CCA in 2016.

Local Power LLC has led the movement of CCAs into renewable energy, then local renewable energy and
energy efficiency, then finance, and for the past five years into building energy retro commissioning and
ownership by groups and individuals. Paul Fenn wrote many of the procedures being audited, and has
extensive experience with the procedures of a CCA. Paul Fenn has hundreds of hours reporting directly
to city councils, town councils, Boards of supervisors, state commissions, as well as mayors, governors,
and state commissioners, with some involvement with federal commissioners. Local Power also has
significant experience in CCA administration.

Qualifications to Evaluate Proficiency of Policy

After passage of AB117 in California, Fenn was a major contributor to CPUC CCA regulations informing
policies of CCAs, primarily established in R03-10-003 Phase | and Phase Il decisions. He was also an
expert witness for Women’s Energy Matters (WEM) in CPUC’s Energy Efficiency proceeding related to
CCA access to energy efficiency funds per AB117, intervened in the CPUC'’s electric utility power
procurement proceeding and its Liquefied Natural Gas proceeding, and has been an expert witness in a
Nuclear Regulatory Commission proceeding. Mr. Fenn contributed informally to most of the other CCA
laws in America, and has worked to define CCA as a method of transformed, not merely cheaper, energy
for consumers. Local Power created the “meet or beat” approach to rates with physically greener
sourcing, which the vast majority of CCAs in California use today, and increasingly, across America.
Moreover, his work resulted in the programs taking big leaps beyond “1.0” CCAs, such as in Sonoma
County, whose Sonoma Clean Power was first to implement launch-phase localization.

Local Power has observed the successes and failures of CCAs for nearly a quarter century since creation
of the first CCA, the Cape Light Compact, in Massachusetts,. Local Power has prepared three, publicly
available, national surveys on the performance of CCAs, conducted in 2009, 2016 and 2019. Our most
recent, funded by Urban Sustainability Directors Network (USDN) for publication in 2020, focuses on our
“version three” business model, “CCA 3.0: Greenhouse Gas Reduction,” with participation of staff from a
dozen east coast cities interested in using CCA for climate action. Highlighted were California CCAs’
successes and failures in reaching their often ambitious renewable energy and greenhouse gas reduction
goals. Not only watching, Local Power has actively worked with local officials and CCA administrators to
help them avoid mistakes and navigate governance, launch and technical operations of reliable
renewable energy programs:
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City and Town of Ithaca, New York

Mid-Hudson Energy Transition, New York (a CCA Administrator based in Ulster County)
City of Ann Arbor, Michigan

City of Cambridge, Massachusetts

Cities of Amherst/Northampton, Massachusetts

Sonoma County, California

San Luis Obispo County, California

City of San Francisco, California

L 00Nk WDN e

City of Boulder, Colorado
10. Sacramento Municipal Utility District, California
11. Imperial Irrigation District, California

Local Power has also worked intensively with state agencies involved in setting up, regulating and
improving CCA program compliance and processes to better serve customers and drive renewable
energy procurement and development, either as a consultant, competitive grant recipient, or intervenor
in rulemakings including the following agencies:

California Public Utilities Commission
California Energy Commission

Massachusetts Department of Public Utilities
New York Public Service Commission

New York Department of Public Service

o Uk wnNE

New York State Energy Research and Development Authority

Governance is a key factor in CCA policy and Local Power has deep experience in this field. Staff
members at Local Power are extensively experienced in navigating between CCA Boards and the staff
who hire consultants, manage their work to deliver technical information, and assist Board members in
understanding material when they vote on decisions. Mr. Fenn was appointed by Board of Supervisors
and elected chair of the San Francisco Community Choice Aggregation Citizens Advisory Task Force,
providing guidance to the Board for its CCA implementation Plan and leading the CCA Task Force's policy
discussion, presentations and recommendations to the Board of Supervisors concerning the preparation,
strategy and launch of CleanPowerSF, San Francisco's Community Choice Aggregation program. As chair
and member expert on CCA of San Francisco’s Community Choice Aggregation Citizens Advisory Task
Force, and other venues, Paul Fenn is familiar with the internal procedures followed in relation to staff
and CCA Boards, received ethics training, and the definitions and avoidance of conflict of interest in the
conduct of public business.

Qualifications to Evaluate Proficiency of Staff

Local Power’s longstanding consulting business is conducted primarily with clients who are CCA
administrators and their top staff. Local Power understands the skill sets that are required for a CCA
administrator to be capable of selecting contractors, evaluating their work, and recommending decisions
to Board members who are rotating volunteer local elected officials. We are familiar with the
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responsibility of staff to concede all lawful powers to Board members and not seek to exercise it directly,
to educate and enable Board governance of a high quality, the prerequisite to success in any
undertaking. Because CCAs involve interaction between public Board members subject to public meeting
laws and Brown Act, and contractors who are not, Local Power is familiar with the activities that must be
carried out between the Board and its contractors, in order to ensure quality control in materials before
the Board, education and training, and the necessary time to review materials before decisions are
made, in the often complex, far-reaching, and capital intensive decisions made by a CCA, and its public
mission to serve consumers of energy. Mr. Fenn has managed a team of up to dozen energy-, finance-,
data-, regulatory-, legal-, and other experts helping dozens of local and state government clients
planning, implementing and launching CCA programs as a leading expert in the field.

Qualifications to Evaluate Proficiency of Structure

Local Power has been involved in designing program structures for CCA from day one, and has deep
knowledge of how different CCA program structures lead to different outcomes in terms of mitigating
risks to consumers seeking reliable renewable electricity supply. Local Power co-authored the original
“municipal aggregation” model of CCA, CCA 1.0 in Massachusetts, which involved municipalities
purchasing electricity for their communities from retail suppliers. Local Power later authored CCA 2.0 in
California, which involved municipalities in more of a “utility lite” role, providing their own credit and
collateral, setting rates and purchasing electricity from wholesale suppliers. Seeing shortcomings even in
this largely successful model, Local Power then developed CCA 3.0, a new structure less focused on “big
government” Joint Powers Agencies and more focused on more effective engagement of customers in
voluntary investment and building decarbonization. Local Power has not only designed the systems, but
helped governments implement them, and is sensitive to how program structures in both management
and governance impact CCA program performance.

In 2021 Mr. Fenn received the “Leadership in Solar Policy and Market Transformation Award” ” by the
American Solar Energy Society, for “leadership and significant contribution to the widespread adoption
of solar and renewable energy technologies.” Paul Fenn received a certificate of recognition from both
MCE and WEM as a “co-founder” of MCE, and a “Climate Hero” award for his role in Sonoma’s CCA. Paul
Fenn has a Master’s Degree from the University of Chicago, where he received a PhD fellowship after
receiving a Dean’s PhD Fellowship at the New School in New York.
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