(ACT) — ACTION NEEDED
(INF) — INFORMATION ONLY
(DIS) — DISCRETIONARY
BOARD OF PUBLIC UTILITIES OF THE CITY OF NEEDLES
TUESDAY, AUGUST 14, 2018 - 9:00 A.M. — SPECIAL MEETING
CITY COUNCIL CHAMBERS - 1111 BAILEY AVENUE, NEEDLES
AGENDA
Public Appearance - Persons wishing to address the Board on subjects other than those scheduled are
requested to do so at this time. When addressing the Board, please come to the podium and give your
name and address for the record. In order to conduct a timely meeting, a three minute time limit per
person has been established by Municipal Code Section 2-18. Amendments to California Government
Code Sec. 54950 prohibits the Board from taking action on a specific item until it appears on the agenda.
1. Review and approval of a Revised Statement of Policies dated August 2018 to guide the
overall design of electric rates for the future and to provide reliable cost effective power
while protecting the assets and solubility of the electric utility without a profit motive (ACT)
2. Manager’s Report (INF)

3. Adjournment

Pursuant to California Government Code 854956, this special meeting is being called by
Board Chairman Terry Campbell

Posted: August 10, 2018

INTERNET ACCESS TO BOARD AGENDA AND STAFF REPORT MATERIAL
IS AVAILABLE PRIOR TO THE MEETING AT
http://www.cityofneedles.com

SB 343 - DOCUMENTS RELATED TO OPEN SESSION AGENDAS - Any public record, relating to
an open session agenda item, that is distributed within 72 hours prior to a meeting is available for public
inspection at the Needles Administrative Office, 817 Third Street, Needles, CA 92363.

In compliance with the Americans with Disabilities Act, if you need special assistance to participate in
this meeting, please contact Cheryl Sallis, Secretary to the Board, at (760) 326-2113 ext 315.
Notification 48 hours prior to the meeting will enable the City to make reasonable arrangements to
ensure accessibility to this meeting (28 CFR 35.102-104 ADA Title II)


http://www.cityofneedles.com/

City of Needles, California
Board Action

[] CITY COUNCIL/NPUA [X]| Board of Public Utilities [X] Regular [] Special

Meeting Date: August 14, 2018
Title: Statement of Policies (Electric) Recommendations
Background: The initial Statement of Policies (“SOP”) was adopted on November

17, 2007 to “maintain fiscally prudent and fair rates for its electric customers” A
subsequent revision was adopted October, 2016.
On August 7, 2018 the BPU requested a special meeting to discuss and

recommend changes to the existing electric SOP. Draft statement of policies attached.

Fiscal Impact:
Environmental Impact:

Recommended Action: Move to adopt revised statement of policies

Submitted By: Mike Schneider, Board Member

Rick Daniels, City Manager
City Management Review: Date:
Approved:[| Not Approved:[] Tabled:[ ] Other:[_]

Agenda ltem: ,




STATEMENT OF POLICIES
Dated: November 27, 2007
Revised: August 26, 2008; July 2010; February 2015;
January 2016; October 2016; Council/NPUA Amended Oct 11, 2016
& Board of Public Utilities Ratified Nov 1, 2016; August 2018

The City of Needles (the City) is continuing its efforts in maintaining fiscally prudent
and fair rates for its electric customers. The purpose of this memo is to summarize
draft policy statements, which will guide the overall design of electric rates for the
future.

The mission of the Board of Public Utilities and the City of Needles is to provide
reliable cost effective power while protecting the assets and solubility of the Electric
Utility without a profit motive.

Overall Rate Design Principles

The following rate design objectives are guiding the overall rate design process for all
utilities:

i}

' Each utility is self funding

Simplified rate schedules

=  All customers should pay a fair share of the distribution system

= Rates should reflect, within reason, the cost to the utility of providing service
Rates should generally be designed such that revenue to cost ratios by customer class
falls in the range of 90 percent to 110 percent. Unity is not recommended due to the
fact that inter-class cost allocation is based on load data estimates and usage pattern
assumptions.

[ |

Power rates will be designed to provide revenues sufficient to comply with bond indenture
requirements including but not limited to sufficient revenue to eeverfor-operation cover

operation and maintenance, bond payments, purchase payments, taxes, fair share allocation,
trustee fee, mandated (but unfunded) state or federal program (Conservation Program), the asset
replacement fund, and the actual costs to purchase power. The calculated rate will consist of two
components: power purchase costs, and non-power purchase costs.

Base Power Purchase Costs

* Base power purchase costs include the purchase of thermal and
hydroelectric power and state mandated costs to comply with California
Assembly Bill 32 - the California Global Warming Solutions Act of 2006
(Cap & Trade) which is designed to reduce Green House Gas emissions
(GHG) to 1990 levels by 2020, and California Senate Bill 2, California's
Renewables Portfolio Standard (RPS) which requires electric service
providers to increase procurement from eligible renewable energy sources
(wind, solar, geothermal, et al) to 33% of total power procurement by
2020.
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([ ]

Base period power purchase costs are based on the previous 12 months
actual power supply costs after adjusting for line losses. The base power
cost is adjusted annually (annual inflation adjustment) and applied each
October. That base power cost is projected based upon the current fiscal
year budget adopted by the Board of Public Utilities and Needles Public
Utility Authority (NPUA) and includes plo1eeted costs increases (}e—l e.
Powex Pmehdse) ' :

5 Penod1c power cost
adjustments (PCA) w111 be apphed whenever prospective power purchases
are determined to differ significantly from the annual base power cost.
Any power costs adjustments prospectively applied will be reconciled to
actual power costs paid, and any residual amounts will be carried forward
into the next PCA period such that actual power cost revenue will balance
to actual power costs.

Power Cost Adjustment (PCA)

The Power Cost Adjustment rate is determined as the difference between
the actual cost of power and the annual base power cost, as calculated and
applied each October.

The Power Cost Adjustment rate is determined at such times as the utility
board decides that the projected power costs (as determined by WAPA)
vary significantly from the annually adjusted base power cost that is
currently in effect.

The Power Cost Adjustment rate will take into account the previous
period’s cost recovery.

The Power Cost Adjustment shall be calculated to the nearest thousandth
of a cent ($0.00001) in a manner approved by the board.

The Power Cost Adjustment will be completed monthly for the prior month and

presented to the Board of Public Utilities.

Power Cost Adjustment (PCA) Balancing Fund

The purpose of the PCA Balancing Fund is to provide a reserve that can be utilized to

mitigate unanticipated increases in energy costs primarily associated with the open

market.
[ ]

The PCA Balancing Fund will be funded by an initial balance of XXXX

and replenished by the PCA until the initial balance of XXXX is reached

at the discretion of the utility board.

The PCA Balancing Fund will be reconciled in conjunction with the PCA.
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Base rate; Non power purchase component

All expenses that do not purchase power are part of the non-power
purchase component of the rate calculation.
Salary, benefits, bad debt expense, operation and maintenance rate
components (other than power supply, purchase payment and debt service)
are adjusted at the USDLS U.S. West - Size Class B/C CPI every October
based on the June value of the appropriate price index. The inflation
adjusted amounts are then compared to the most recent actual annualized
expenditure amounts for each component (plus the CPI amount), and the
lower amount is incorporated into the new non-power purchase
component.

Purchase payment and debt service rate components are not adjusted as

they are fixed costs.

Rates shall support an amount equal to 4 percent of gross plant for asset

replacement.

Annual rate adjustments will be calculated by staff and presented to the
utility board and city council prior to implementation. Any shortfall or excess
revenue that is generated by the non-power purchase component due to
changes in the total annual amount of power sold will be calculated and
carried forward into the calculation of the new annual rate adjustment.

Hydroelectric Allotment Discount

e The total hydroelectric allotment (after allowance for line losses) that is
granted to the utility is divided equally between all customers, and the
discounted cost to purchase that power is also divided equally among
customers.

The total allotment is divided into two seasons, matching the seasonal
variation in the fashion that the allotment is delivered to the utility.

= Each customer allotment of seasonally adjusted hydroelectric power is
shown on the bill each month, and will be the first kWh used, up to the
seasonal allotment.

®  Any customers’ unused monthly allotments cannot be carried forward
or back to any other month.

¢ The utility shall recalculate the hydroelectric allotment discount any time
the total customer base, the total hydroelectric allotment, or the
hydroelectric cost changes by 5% or more. Any such changes shall be
reviewed and approved by the utility board and the city council.
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Net Metering

Applicable to eligible customer-generators i.e. residential, commercial, industrial,
municipal customers eligible for service where a part or all of the electric
requirements of the customer can be supplied from solar, wind or other power
production source.

Net Energy Metering measures the difference between the electricity supplied
through the electric grid and the electricity generated by an eligible customer-
generator and fed back to the electric grid over a 12-month period from the
beginning of the net metering contract and every 12-month period thereafter while
the customer-generator participates in the net metering program.

e The net excess energy produced during any billing period, will be credited
against the customer-generator’s energy usage in the next billing period
based on the following;

o Compensation for the net electricity production shall be based on the
average avoided cost of generation and purchased power. As
determined by the utility board on an annual basis and adopted every
October.

o The compensation rate shall be adjusted as necessary if determined
necessary by the utility board.

The NPUA does not pay for electricity produced in excess of Customer’s demand
at the end of a 12-month period.

Fair Share Allocation

Pursuant to the Model for General Fund Reimbursement from Utility Enterprise
Funds as prepared by Urban Futures, Inc. and accepted by the utility board on
April 19, 2016, the electric portion of the general fund expenses. The Urban
Futures, Inc. template to be reapplied annually to coincide with the annual cost-
of-living.

State or Federal Mandated Program costs

* Any unfunded government-mandated programs that are applied to the
utility will be added to the non-power purchase component, and the rate
re-calculated to allow for that cost. The total cost of government
mandated programs will show on each customer’s bill.
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Bill Components

¢ The electric bill will consist of the following components:
o Basic Service Charge
o Hydroelectric Allotment
o Energy Usage Charges (in excess of the Hydroelectric Allotment)
o Government mandated programs (currently California Mandated
Conservation (including solar)
Power Cost Adjustment (PCA); if, and when, applicable
o California Excise Tax

O
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