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TOWN OF APPLE VALLEY 
TOWN COUNCIL STAFF REPORT 

 

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  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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