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) TOWN OF APPLE VALLEY
own of TOWN COUNCIL STAFF REPORT
pple Valley
To: Honorable Mayor and Town Council Date: January 23, 2018
From: Kofi Antobam, Finance Director Item No: 4

Finance Department
Subject: ADOPT RESOLUTION NO. 2018-01 — A RESOLUTION REVISING THE

RATE STRUCTURE AND RATES FOR APPLE VALLEY CHOICE
ENERGY (AVCE).

T.M. Approval: Budgeted Item: [] Yes [ ] No [X] N/A

RECOMMENDED ACTION:
Adopt Resolution No. 2018-01 revising the rate structure and rates for Apple Valley
Choice Energy (AVCE).

SUMMARY:

Apple Valley Choice Energy (AVCE) began serving the Town'’s residential, commercial
and industrial customers in April 2017. Prior to launching the program, the Town Council
adopted an initial schedule for AVCE's retail generation rates, which were designed to
ensure that sufficient revenues were collected to cover the operating expenses of AVCE
while also funding a prudent level of financial reserves (which would continue to accrue
over time). In addition to meeting its revenue requirements, one of AVCE'’s key rate setting
objectives is to provide rate stability to participating customers by reviewing and adjusting
rates once per year. Another key objective of AVCE's rate setting policy is to adopt retail
generation rates that are typically lower than similar per-kWh rates offered by Southern
California Edison (SCE).

AVCE offers two electricity products, Core Choice, which is a 35% renewable energy
product, and More Choice, a 50% renewable energy product. When transitioning from
SCE service, AVCE customers are automatically enrolled in the Core Choice product,
with the option to “Opt Up” to the More Choice product.

CORE CHOICE PRODUCT - 35% Renewable Energy

SCE typically has a rate adjustment approved by the CPUC each December; such rates
are implemented in the following month (January). AVCE staff has review SCE'’s recently
approved rates, as well as the current AVCE customer base, electricity costs and program
expenses, and has determined that AVCE can continue to offer the Core Choice service
option at 3% discount relative to currently effective SCE rates. In addition, residential
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CARE customers will continue to save approximately 12% - 15% when compared to
current SCE rates. AVCE customers who qualify for and participate in the CARE program
are currently not subject to CCA exit fees (specifically, the Power Charge Indifference
Adjustment, or PCIA), which are charged by SCE to AVCE and other CCA customers.

MORE CHOICE PRODUCT - 50% Renewable Energy

Customers who opt up to our 50% renewable product, Smart Choice, will be subject to a
$0.003 per kWh premium to cover the additional cost of the product. The additional
monthly cost for a residential customer using 1,000 kWh would be approximately $2
relative to the standard AVCE rate.

YOUR CHOICE PRODUCT — Net Energy Metering Option

AVCE customers who have electric generating facilities installed at their respective
homes or businesses, particularly rooftop solar, will have the benefit of AVCE’s Your
Choice program. Under this program, customers whose facilities generate more energy
than they use will receive a credit of $0.06 per kWh. This rate exceeds the current SCE
NEM rate of approximately $0.028 per kWh, providing a greater benefit to AVCE
customers. In addition, customers who have a credit balance of $100 or more can request
to receive a check for such balance. Those with credit balances below $100 will have
such balances rolled forward to the next billing cycle.

RATE BASE ANALYSIS

With the kick-off of AVCE providing electricity to all customers in April 2017, it was
appropriate to adopt a budget that recognized revenues to be collected and expenses
incurred for the current fiscal year. These costs included specialized consultants, legal
services, staff salaries and power procurement costs. The initial shortfall was covered by
a loan from the Town’s General Fund to be repaid with future AVCE revenues. AVCE is
a viable, self-sustaining long-term service that will provide a steady, predictable revenue
stream to the Town while saving our citizens money on their electricity generation rates.

The rates are based on pricing reflected within AVCE’s existing power purchase
agreement with Shell Energy North America (SENA) along with other cost estimates
related to electric energy and other energy products supplied by other providers
throughout the year. The attached rate structure and proposed rates have been
developed to generate revenues sufficient to cover AVCE’s annual expenses, fund a 10%
operating and financial stability reserve, and also offer AVCE customers a minimum 3%
generation rate savings as compared to SCE.

Staff recommends adoption of Resolution No. 2018-01 revising the rate structure and
rates for Apple Valley Choice Energy (AVCE).

ATTACHMENTS:

1. Rate Schedule and Rates
2. Resolution No. 2018-01
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AFPPLE WALLEY CHOICE EMERGY
CALENDAR YEAR 2018 PROPOSED RATES

SCE ANVCE AVCE AVCE AVCE sce
EQUIVALENT RATE CURRENT FROFOSED  YOY % FINAL
SCHEDULE SCHEDULE UNITIPERICD RATE 2018 RATE  Changs 2048 RATE
EESigENTAL
OOMESTIC {0} DOMESTIC (D)
EHERGY CHARGE {SMWH} Al Usage 0.06443 0.06302 2% 0.08580

COMESTIC CARE {D-CARE} DOMESTIC CARE {D-CARE]

EMERGY CHARSGE (5MHWH} Al Usage 006443 006302 -2 % 0.0858%
TOU-L-A TOU-D-A
ENERGY CHARGE {G/HWH} SUMMER
PEAH LTEY 0.29735 LT 032075
OFF PEAH LTEY 00235 LT 012602
SUPER OFF-FPEAK Hi& oMo HiA 0039 4
WINTER
PEAK L5 CATAsT L5 L2074s
OF FPE A HiA 008503 Mk [ R E:]
SUPER OFF FPEAK LTy L.02220 L1 004347
BASELINE CREOHT (S/KWHMMETE RIDAY} Al Lsage Ni& {0 0T 45} Hi& { 003088}
TOU-D -B TOU-D-H
EHERGY CHARGE {$/K\WH} EUMMER
PEAK 020 023727 11. %4 0.26723
OFF -FPEAK 0046683 C.04237 -10.1% 008440
SUFER OF F-PEARK 003028 [RGE 1] -BT. 2% 0.0¥4
WINTFR
PEAK D043 0131549 12.4% 013385
OFF-FEAK L0188 DO36S6 ~13 6% L.O5S8E6
SUPER OF F-FEAK 003436 QoZ2I0 4. 8% 004341
TOU-0-T TOU-0-T
ENERSGY CHARGE {S/KWH) SBUMMER
TIER 1 PEAK L2 3 0. 27604 5.4% 0.25554
TIER 1 OFF-PEAK 004772 0.04305 -5.6% C.0BB04
TIER ZFEAK 021359 Ozrend 5.4% 025554
TIER z OF F-FEAK, 004772 004395 -5.6% 0. 0BB0
WINTER
TIER 1 PEAK LRSS [*Raleis] 11.0% 013554
TIER 1 OF FrPEAK. L0470 00370 =12.8% 0.05884
TIER 2 PEAK [sXelt ] 011073 1.0 013559
TIER Z OFF -PEAK 004179 DO3F0S +12.8% 05884
TOU-Evh TOU-EV-1
ENERGY CHARGE {$/HWH} SUMMER
PEAK CasTee (4R bgg24) .0% 020503
OFF PEAH 003815 0. CE308 -50.7% 004528
MNINTER
PEAR 00450 004833 B.%% 00700
OFF-PEAK 003637 nozam ~19.2% [sXetir
1o5
Propated OF 2018 Aatos
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R|A R NEERAL SERV
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TOLLPra-2ea TOU-PA-2-A
ENERGY CHARGE (S/KWH) SUKMER
PEAK 027544 31119 1M.2% G336
MID-PEAR (L= GOT0G 52% 06563
QFF-PEAK 026N 0 (2362 -E0.2% G0ING
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MID-PEAK 39646 003855 -0 &% 005377
QFF-PEAK 0 306G 20 5.8% 004278
TOULRA-Z-B TOU-PA-2.B
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PEAK 52 10392 .M 012076
MID-PEAK LLXELES: -] 0538 0.9% 0.05964
OFF-PEAR 02601 2362 -102% 0037
WINTER
MID-PEAK 003905 355 kB 005377
OFF-PEAK LLLLE L) 0 (290 ER- R (X 5h-F )
DEMAND CHARGE { S/HKW) SUMMER TR PEAK 1024 76 12.9% 12.24
SUMMER TR MID-REAK 1.64 2z 13.1% 221
TAU-PA-2.50P-1 TOUPA-ZS 0Pt
ENERGY CHARGE { S'KywH) SUMMER
PEAK 007847 G.07704 07% RIS
OF F-PEAK 003300 003573 49% 04980
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WINTER
OFF-PEAK .04 350 G0a50s 34% 005950
SUPER OFF-PEAK 0.02789 002087 -336% 003433
DEMAND CHARGE { S/RW) SUMMER TR PEAK 17.3% 1998 12.9% 20.7%
TOLLPA-3-A TOPALA
ENERGY CHARGE {S/KiWH) SUMMER
PEAK 21255 025054 1.7% 025857
MID-FEAR 05547 TG00 9% U084
OF F-PEAK 02541 02535 09% 003457
WINTER
MID-PEAK 03795 00 5.4% 00402
OFFPEAK D206 Q{3035 29% 00T
TOLLPA3-B TO-PA-3-B
ENERGY CHARGE {S/HKWH) SUMMER
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WINTER
MIC-PEAK OIS Lilis 311 5.4% [T
OFFPEAR 02046 03035 28% 003977
DEMAND CHARGE {S/HKWW) SUMMER TR PEAR 8.88 020 124 pLita]
SUMMER TR MID-PEAK 143 1.64 2% 171
TOUPA-3-50P1 TOU-FA-3-50P-t
ENERGY CHARGE { §RivH) SUMMER
PEAR 0.06243 06451 32%  QO07EI2
OFF-PEAK 0310 C.03485 A Gaddb
SUPER OFF-PEAK 002764 002358 A7T2% 00373
MANTER
OFF-PEAK C03619 003962 BT 004342
SUPER OFF-PEAK 02422 G256 =16.1% (03437
DEMAND CHARGE {&frin) SUMMER TR PEAR 70 1465 1304 2045
dots
Proposed O 21018 Rat
DRAFT
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AL-2, L81, LS-2,L8-3. 01 L5+

ENERGY CHARGE {SKWH) 003818 004352 929%  D04562
-1 TC

ERERGY CHARGE {SIKWH) 0.05159 005421 4.8%  DDBESBA
L% EEMEWABLE OPTION (FRMME Futura)
Luslamars alectng the S04 bk ptian will pay the licable ratle for thebasic 35% renawable service aplian ple s the 50% rarwa ble pramiovm
charge.

EMERGY CHARGE {345 WH) HON-RESIDENT &L 0.002 0002

ENERGY CHARGE {3/MONTH) RESIDEMTIAL 200 2.00
YOLTASE BISCOUNT
Far primary valtage, each campanemt af the standard rate shall be discaunted 7y Fr’s

5afs

Frapased CY 2018 Rates
CRAFT
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AVCE/SCE Rate Comparison
Rate Group Bustormericiass 2017 AVCE 2018 AVCE % AVCE Gen TRl Fa & 2018 SCE Gen
e Gen Rev Gen Rev Rev Change ~ Franchise Fee Rew

DOMESTIC Residential $ 7,486,977 5 7,323,734 -2.2% 5 2,267,236 % 90,779 S 9,981,185
D-CARE Residential % 3,938,458 3 3,852,586 -2.2% 5 45,848 § 47,753 35 5,250,514
TOU-D-A Residential L3 - s 18,120 100.0% 5 7355 3§ 243 % 26,685
TOU-D-8 Residential s 15,228 % 14,591 -4.4% 3 4,793 § 183 $ 20,172
TOU-D-T Residential s 92,927 § 91,066 -2.0% 3 27,847 § 1,126 & 123,751
TC1 Traffic Control L3 7,962 S 8,368 4.8% 5 1,368 5 92 3 10,132
SL Street Lighting 3 32,635 § 37,475 12.9% 3 17 5 355 3 39,017
TOU-8-SEC-R Industrial 3 39,919 § 40,958 2.5% s 8541 & 469§ 51,513
TOU-PA-2-A Ag and Pumping s 134,092 § 133,079 -0.8% $ 40,562 $ 1,644 § 180,706
TOU-PA-2-B Ag and Pumping s 135,765 $ 139,364 2.6% ] 32,109 5 1,623 5 178,449
TOU-PA-2-50P-1  Ag and Pumping s 21,852 & 21,859 0.0% 5 5003 3 265 & 29,000
TOU-PA-3-A Ag and Pumping s 30,888 5 32,949 6.3% $ 5,692 5 36 3 40,213
TOU-PA-3-B Ag and Pumping s 90,918 $ 97,452 6.7% 3 15,704 § 1,071 § 117,759
TOU-PA-3-50P-1  Ag and Pumping s 19,259 5 19,259 0.0% 5 3,699 % 217 5 23,893
TOU-GS-1-A Small Commerdial 3 983,083 S 1,049,870 6.4% 5 175,004 % 11,631 5 1,278,872
TOU-G5-1-8 Small Commercial 3 179,184 S 189,827 5.6% S 38,177 5 2,158 3 237,280
TOU-GS-2-A Medium Commercial — $ 358,568 § 361,105 0.7% 5 84,266 5 2,215 § 463,491
TOU-GS-2-B Medium Cormmerdal  $ 1,701,133 § 1,669,478 -1.9% s 472,338 8 20,272 & 2,228,967
TOU-G5-3-A Large Commercial s 273,634 5 281,900 2.9% 3 56,567 S 3,204 5 352,238
TOU-GS3-B Large Commercial s 729,044 & 737,352 1.1% 5 174,642 3 8,632 5 949,008
TOTAL $ 16,271,528 S5 16,120,393 -0.9% S 3,471,868 5 196,298 § 21,583,027
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RESOLUTION NO. 2018-01

A RESOLUTION CF THE TCWN COUNCIL OF THE TOWN
OF APPLE VALLEY, CALIFORNIA, REVISING
CUSTOMER POWER GENERATION RATES FOR APPLE
VALLEY CHOICE ENERGY (AVCE)

WHEREAS, the Town Council adopted Ordinance 486 declaring its intent to
establish a Community Choice Aggregation {(CCA) program; and

WHEREAS, the Town Council approved an Implementation Plan to establish a
Community Choice Aggregation Program; and

WHEREAS, the implementation Plan was certified by the California Public
Utilities Commission on November 22, 2016 and AVCE began serving customers April
1,2017; and

WHEREAS, AVCE desires to establish 2018 power generation rate schedules for
all customers; and

WHEREAS, the 2018 rates are sufficient to cover the operating costs of AVCE
including maintaining a rate stability reserve.

NOW, THEREFORE, BE IT RESOLVED BY THE TOWN COUNCIL OF THE
TOWN OF APPLE VALLEY AS FOLLOWS:

Section 1.  Rates for power generation are established per the attached rate
schedule effective with meter read dated beginning Feb 1, 2018,

APPROVED and ADOPTED by the Town Council of the Town of Apple Valley
this 23" day of January 2018.

Art Bishop, Mayor
ATTEST:

La Vonda M-Pearson, Town Clerk
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