Enroll Now in ABAG’s Electric Program

ABAG is now offering public agencies within the PG&E service territory with a limited time opportunity to join ABAG’s Electric Program for 1998.  Information on how to enroll has been sent to all Bay Area cities and counties as well as all local governments who requested representation in ABAG’s RFP for Power Supply.  To join ABAG’s Electric Program, public agencies must execute a resolution authorizing participation in the Program by September 30, 1997.

Electric Program Background 

When ABAG initiated its RFP process in November 1996, its goal was to obtain firm and competitive pricing for an amount of power sufficient to serve the 130 public agencies initially interested in being represented by the RFP and to arrange for the selected suppliers to hold the offered prices for 90 days while public agencies evaluated legal agreements and obtained Council or Board approval to join the program.  Furthermore, ABAG wanted at least 50 percent of the acquired power supplies to be at fixed instead of variable prices. 

ABAG did receive extremely competitive pricing for power supply through its RFP process.  In fact, power supply prices received averaged approximately 20 percent below the projected average price of the Power Exchange (the new market mechanism that will determine the utility’s price of power).  This 20-percent discount on the price of power is equivalent to a five percent reduction on the bundled power rates.   However, in negotiating supplier contracts, ABAG experienced two important market realities that have shaped the program that is being offered to public agencies today.  

First, suppliers offering the lowest fixed prices were unwilling to hold the prices for the 90-day review period ABAG requested on behalf of RFP participants.  Second, suppliers were also unwilling to allow ABAG to reserve a quantity of power and then adjust its actual purchase amount up or down to reflect the final load requirements of those public agencies formally joining the Pool.  

ABAG concluded from these negotiations was the best power purchasing strategy for the proposed pool was to:  1) execute MOUs with those suppliers offering power products with attractive fixed or variable pricing and willing to meet ABAG’s requirements; 2) determine the Pool’s final load requirements by asking for public agencies to make a commitment to purchase with ABAG thus creating the Pool’s ability to execute contracts for specific amounts of power in a timely fashion; 3) complete the Pool’s purchase of power supply during October 1997 with the committed Pool in place; and 4) empower the Pool’s Schedule Coordinator to not only purchase the Pool’s additional daily requirements if needed but improve the Pool’s total power cost on an hourly basis through trades with other Schedule Coordinators, suppliers, and the Power Exchange.

ABAG believes that with a committed Pool in place it can obtain the most competitive pricing.  If ABAG is able to replicate its November 1996 bid results, the projected bottom-line savings (after all costs are factored in) is approximately 3 to 4 percent less than PG&E bundled rate service in the first year of the new deregulated market.  

Program Description

ABAG Services:  At this time, ABAG is offering to purchase power for all local governments and special districts in the PG&E service territory.  First priority will go to those local government agencies that participated in the RFP process.  ABAG will purchase power for each participant in the program and arrange for its delivery (transmission) to the PG&E system.  PG&E will be responsible for ensuring delivery of the power to the end users as well as for routine maintenance and emergency response services.  ABAG, via its billing agent, will invoice participants for power charges, transmission charges, and PG&E distribution charges, which will also include a competitive transition charge and a public benefits charge.  Payments from participants will go to an escrow account, from which ABAG will authorize the payment of all suppliers and service providers.

ABAG Power Rates:  ABAG rates will be established in Fall 1997 after ABAG has completed its purchase of needed power.  Rates will be structured to reflect the relative cost of peak and off-peak power.  ABAG anticipates it will have a specific rate for streetlighting. ABAG recommends that participants bring all of their electric accounts into the program in order to maximize the load aggregation potential of the pool.

New Meters Required:  Participants in the program will be required by state regulation to install meters capable of hourly reads on all accounts with greater than 20 kW maximum demand.  ABAG will facilitate the purchase and installation of these meters for all participants in the Pool.  Although the cost of each meter is unknown at this time, ABAG anticipates that it will be able to amortize the cost of the meter on a multi-year time period.  Installation of meters for these accounts is not an ABAG requirement but a state-mandated prerequisite to participating in the new market.   

Power Suppliers and Services Providers:  Power suppliers and services providers were selected using a competitive process.  Power suppliers were selected on the basis of price of commodity compared to others offering the same product.   Power suppliers currently under MOU with ABAG include Seattle City Light with CNG Energy Services and PG&E Energy Services.  Service providers were selected on the basis of competence to perform the desired service and the extremely competitive price offered.  Billing services will be provided by Arizona Public Service Company.  The Northern California Power Agency will provide schedule coordination, dispatch, and commodity management services.

Joint Powers Agreement:  ABAG is forming a joint powers agency to house this program and the existing natural gas purchasing program.  The joint power agency is required to insulate ABAG’s other planning and service programs from the cashflow and legal requirements of the Power Pool.  The enclosed joint powers agreement must be executed by each public agency participating in the program.

Direct Access Electric Aggregation Agreement:  The Direct Access Electric Aggregation Agreement stipulates the commercial terms of the program, including the participant’s commitment to purchase power from ABAG and to pay for other charges incurred by the Pool on behalf of all participants.  The initial term of the Direct Access Electric Aggregation Agreement is one year. 

ABAG’s Administrative Fee:  ABAG will charge participant a per-kWh administrative fee to cover the cost of administering the program, including the cost of obtaining consulting expertise to design rates and purchase additional power supplies and to pay for the monthly services of the Schedule Coordinator.  ABAG’s Administrative Fee will be approved by the Power Purchasing Pool Committee in the Fall 1997 after the final supply arrangements have been made and the rate structure has been announced.

Deadline for Action:  September 30, 1997

In order to join the program for 1998, your Council or Board must adopt the enclosed Resolution and execute the Joint Powers Agreement and the Direct Access Electric Aggregation Agreement by September 30, 1997.  At this time, ABAG does not have sufficient information about its contractual obligations or rate structure to determine if public agencies may join after September 30th or during the first year of the program.   

Questions

Whether you join one or both of ABAG’s program, your agency can be assured of quality service and public sector approach to pooled purchasing conducted by ABAG.  Each public agency is guaranteed a voice in program operations and decisions through its representative to the Power Purchasing Pool Committee (current) and the ABAG POWER, the new joint powers agency being formed to house both programs.  

You undoubtedly will have lots of questions about the ABAG proposal.  For this reason, ABAG is planning to conduct four Electric Program Information Sessions around the Bay Area.  These session will be during the last three weeks in July in the cities of Vallejo, San Rafael, San Carlos and Oakland.  A schedule with the date, time, and place of these sessions will be posted online (http://www.abag.ca.gov/services/power) and mailed to you directly.  We encourage you to attend to bring your questions to these meetings.  

In the interim, you may call Patricia Spangler at (510) 464-7933 or ABAG Legal Counsel Ken Moy at (510) 464-7914.  Of course, ABAG staff will be available to attend Council and Board meetings when you present this information. 
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