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Sonoma County Transit - Natural Gas Agreement with IKUN Energy
Requested Board Action:

1) Authorize Transit Systems Manager to execute standard agreements with IKUN Energy to
provide natural gas broker and supply services to Sonoma County Transit, at NGI - PG&E
citygate index pricing plus $0.006 per therm, for the period of June 1, 2009, through May 31,
2012.

2) Authorize Transit Systems Manager to negotiate lower cost options with IKUN Energy
during the period of agreement, as appropriate.

CURRENT FISCAL YEAR FINANCIAL IMPACT

EXPENDITURES ADD'L FUNDS REQUIRING BOARD APPROVAL
Estimated Cost $ 4,050 Contingencies $

(Fund Name: )
Amount Budgeted $ 4,050*

Unanticipated Revenue $
Other Avail. Approp (Source: )
(Explain below) $

$ -0- Other Transfer(s) $

Additional Requested $

Add’l Funds Requested:

Explanation (if required): * Estimated IKUN broker fees are $4,050 in FY 2009-10. Fees will vary
depending on fuel usage rate — first year of a three-year agreement. This estimate does not include
commaodity cost, which is market-based. Budged commodity cost for FY 2009-10 is $367,200.

Prior Board Action(s): 05/01/07 — Board authorized: (1) Transit Systems Manager to execute
standard agreements with Accent Energy to provide natural gas to Sonoma County Transit, at PG&E
citygate index pricing plus $0.016 per therm, for the period of June 1, 2007, through May 31, 2009;
(2) Transit Systems Manager to negotiate lower cost options with Accent Energy during the period of
agreement, as appropriate. 05/17/05 — Board authorized: (1) Transit Systems Manager to execute
standard agreements with Accent Energy to provide natural gas to Sonoma County Transit, at PG&E
citygate index pricing plus $0.018 per therm, for the period of June 1, 2005, through May 31, 2007;
(2) Transit Systems Manager to negotiate lower cost options with Accent Energy during the period of
agreement, as appropriate.

Alternatives - Results of Non-Approval: Fuel supply to the Sonoma County Transit fleet would be
disrupted.




Background:

On March 5, 2009, Sonoma County Transit released a Request for Proposals (RFP) seeking proposals
from qualified natural gas vendors to provide natural gas to Sonoma County Transit for a three-year
period from June 1, 2009, through May 31, 2012. The gas being purchased serves Sonoma County
Transit’s compressed natural gas (CNG) fueling plant at the transit facility. Sonoma County
Transit’s natural gas powered fleet consists of 45 heavy-duty CNG powered coaches.

Four proposals were received from qualified vendors prior to the RFP deadline. A fifth proposal was
received a day late and was rejected.

Proposers were requested to provide a cost to procure and schedule delivery of natural gas to Sonoma
County Transit’s facility on a cost per therm basis. Actual commaodity costs (i.e., cost of natural gas)
are unknown as they reflect market conditions and are based on Natural Gas Intelligence (NGI) -
PG&E citygate index pricing.

The four proposers fees are as follows (not including commodity cost):

Accent Energy - $0.018 therm

BP Energy - $0.008 therm

IKUN Energy - $0.006 therm

Occidental Energy - $0.008 (12 month agreement), $0.006 (24 month agreement)

IKUN Energy provided the lowest cost proposal to provide natural gas brokerage and supply services
to Sonoma County Transit, at NGI - PG&E citygate index pricing, plus $0.006 per therm for a three-
year period beginning June 1, 2009. The proposed agreement with IKUN Energy, like previous
agreements with Accent Energy (the current provider), enables Sonoma County Transit to purchase
gas on a monthly basis or multi-month basis at its discretion. Based on movement in the energy
market, time of year, weather conditions and natural gas storage levels, it is at times favorable to
“lock-in” a price in an effort to ensure consistent pricing and avoid large spikes in gas costs. Transit
staff closely monitors the natural gas market on a daily basis to determine the most favorable time to
consider longer term (multi-month) purchases. Over the three-year period, several month-to-month
or multi-month agreements will be executed. IKUN’s fee of $0.006 per therm applies to any length
agreement Sonoma County Transit chooses during the three-year contract period. This Board action
allows the Transit Manager to execute these agreements, as has been typically done for the past 6
years. This minimizes processing time, thereby allowing the Transit Manager to execute purchase
agreements at the most economical time. These agreements are industry standard, and have been
reviewed and approved by Counsel.
(continued on next page)

Attachments: None

On File With Clerk: Contract
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Background (continued): Page 2

For FY 2010, it is estimated that Sonoma County Transit will consume 675,000 therms of natural gas
to power its fleet and its natural gas powered compressor plant. Based on this estimate, IKUN
Energy’s fees for gas procurement to Sonoma County Transit will be $4,050, or approximately $12,150
for the three-year agreement period. As noted above, actual commodity costs (i.e., cost of natural gas)
are unknown as they are based on market conditions, but will be added to the fees associated with this
agreement.

As a “non-core” (i.e., non-residential/high volume commercial) customer, Sonoma County Transit
must purchase natural gas through a PG&E recognized broker, rather than PG&E itself.

IKUN Energy is a registered supplier and distributes natural gas via PG&E’s natural gas distribution
network. As a broker, IKUN Energy acquires and schedules gas delivery to the PG&E network on
Sonoma County Transit’s behalf. Sonoma County Transit then takes delivery from the PG&E network
to the transit facility from via its own high pressure pipeline.

As shown on the chart below, the price per therm of natural gas varies considerably year-to-year due to
weather, market perception, supply disruptions, winter storage expectations and other market
influencing factors.

Sonoma County Transit - Natural Gas Price History

Fiscal Year Average Cost per Therm
2004-05 0.6676

2005-06 0.9056

2006-07 0.7433

2007-08 0.8073

2008-09 0.9100

2009-10 projected 0.5500

The proposed agreement with IKUN Energy provides various options to Sonoma County Transit to
best manage its natural gas purchases, at a low broker cost, over the next three-year period.

Recommended Actions:

1) Authorize Transit Systems Manager to execute standard agreements with IKUN Energy to
provide natural gas broker and supply services to Sonoma County Transit, at NGl - PG&E
citygate index pricing plus $0.006 per therm, for the period of June 1, 2009, through May 31,
2012.

2) Authorize Transit Systems Manager to negotiate lower cost options with IKUN Energy during
the period of agreement, as appropriate.




