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AGENDA 
ELECTRIC COST OF SERVICE AD HOC COMMITTEE 

BANNING, CALIFORNIA 
 

November 13, 2019 Banning Civic Center 
2:00 p.m.  Council Chambers
 99 E. Ramsey Street 
 Banning, CA 92220 
 
 
I. CALL TO ORDER 

• Roll Call – Committee Chair, Jerry Westholder, Committee Member 
Peterson, Committee Member Happe, Committee Member Dr. John 
McQuown, and Committee Member Frank Burgess 

 
• Staff: Tom Miller, Jennifer Christensen, Suzanne Cook, Jim Steffens, Carla 

Young 
 
• Consultants: Boris Prokop, BorisMetrics and Nick Ghirelli, RWG Law  

 
II. PUBLIC COMMENT  

• This is the opportunity for members of the public to address the committee on 
matters within the Committee’s jurisdiction. Please limit comments to five (5) 
minutes or less. State law prohibits Committee members from discussing or 
taking action items not included on the agenda. 

 
III. AGENDA ITEMS 
 

1. Discussion Notes from last meeting October 21st 
2. Refinancing or Defeasance of 2015 Electric Project Bonds 
3. City Council action on financial targets 
4. Review of 2019 Expenditures 

 
IV. NEXT MEETING DATE 

 
V. ADJOURNMENT 
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Any member of the public may address this meeting of the Electric Cost of Service Ad-hoc Committee on any 
item appearing on the agenda by approaching the microphone in the Council Chamber and asking to be 
recognized, either before the item about which the member desires to speak is called, or at any time during 
consideration of the item.  A five-minute limitation shall apply to each member of the public, unless such time 
is extended by the Chairperson.  No member of the public shall be permitted to “share” his/her five minutes 
with any other member of the public. 
 
Any member of the public may address this meeting of the Committee on any item which does not appear on 
the agenda but is of interest to the general public and is an item upon which the Electric Cost of Service Ad-
hoc Committee Members may act.  A five-minute limitation shall apply to each member of the public, unless 
such time is extended by the Mayor.  No member of the public shall be permitted to “share” his/her five 
minutes with any other member of the public.  The Chairperson and Committee Members will in most 
instances refer items of discussion which do not appear on the agenda to staff for appropriate action or direct 
that the item be placed on a future agenda of the Electric Cost of Service Ad-hoc Committee.  However, no 
other action shall be taken, nor discussion held by the Committee Members on any item which does not 
appear on the agenda, unless the action is otherwise authorized in accordance with the provisions of 
subdivision (b) of Section 54954.2 of the Government Code. 
 
In compliance with the Americans with Disabilities Act, if you need special assistance to participate 
in this meeting, please contact the City Clerk’s Office (951)-922-3100.  Notification 48 hours prior to 
the meeting will enable the City to make reasonable arrangements to ensure accessibility to this meeting. 
[28 CFR 35.02-35.104 ADA Title II] 
 
Pursuant to amended Government Code Section 54957.5(b) staff reports and other public records related 
to open session agenda items are available at City Hall, 99 E. Ramsey St., at the office of the City Clerk 
during regular business hours, Monday through Friday, 8 a.m. to 5 p.m. 
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MINUTES 10/21/2019 
COST OF SERVICE AD-HOC COMMITTEE REGULAR MEETING 
BANNING, CALIFORNIA 

COMMITTEE MEMBERS PRESENT: Chairman Westholder  
      Committee Member Burgess  
      Committee Member Happe  
      Committee Member McQuown 

Committee Member Peterson 
BOARD MEMBERS ABSENT:    
 
ELECTRIC STAFF PRESENT:  Tom Miller, Electric Utility Director 
      Carla Young, Business Support Manager 
      Jim Steffens, Power Resource & Revenue Mngr. 
       
 
OTHERS PRESENT     Boris Prokop, Consultant Borismetrics 
      Nick Ghirelli, RWG Law 

Art Vela, Public Works Director 
Suzanne Cook, Deputy Finance Director 
Daniela Andrade 
 

 
I. CALL TO ORDER 
 

A regular meeting of the Cost of Service Ad-hoc Committee of the City of Banning was 
called to order by Chairman Westholder on October 21, 2019 at 2:00 p.m. at the 
Banning Civic Center Council Chamber, 99 E. Ramsey Street, Banning, California.  
 

II. PUBLIC COMMENT 
  
 None 
 
 
III. AGENDA ITEMS 

 
1. Approval of minutes from last meeting. 

 
Motion made to approve by Committee Member Burgess, Seonded by Committee 
Member McQuown – All Aproved. 

 
2. Frank Burgess Email September 25th, 2019 

 
Mr. Miller opened discussion regarding Mr. Burgess’s email regarding questions 
about capital improvement and the $45 million on bond issues. Tom discussed his 
response and opened for questions.  
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Mr. Pertersen asked for the Electric balance of the bond debt? Mr. Miller responded 
about $27.5 million and we have roughly $2.2 million left for reimbursement. Brief 
discussion of possibilities and cost of refinancing. Mr. Miller and Ms. Cook to 
determine if bonds can be refinanced with lower rates.    
 
Mr. Happe asked when we completed the Bond refinance. Was it in 2015? Mr Miller  
responded, yes, it is down to 32Mil after 8 years of payments.  Brief discussion on 
where to find the principle due as well as the rate that was changed. Brief discussion 
on the Banning Utility Authority vs. the Banning Finance Authority and where the debt 
of the Bonds ultimately fall and the benefit to the City to have it this way.  
 
Many questions arose regarding any opportunities and benefits to refinanceing the 
bonds again.  Discussion on cost, benefits and opportunities were discussed.  Staff 
will research to see if it is possible to do this or not and if so what would the cost and 
benefits be.    
 
Mr. Burgess asked if all of the work listed in the Bonds were completed. Mr. Miller 
explained that no because the 69kV has not been done and will not be done. A brief 
discussion was held on differences with SCE support for this plan. Mr. Miller also 
explained that monies have been redirected to conversion and substations as well as 
projects like upgrades and warehouse. There are also two crossing problems where 
poles need to be replaced. There was also discussion on the cost of the warehouse 
and what departments use it and how that should be explained in the cost allocation 
study.  
 
Mr. Burgess questioned if depreciation is figured in on the books and if so where? Mr. 
Miller gave a brief explanation as well as discussed various ways to use funds such 
as depreciation vs. savings.  There was additional discussion regarding the Water 
billing discrepancy and on the 2012-13 rate change for municipal and industrial.  Mr. 
Miller explained how the rate table was duplicated incorrectly and the Water 
department was overbilled.  Water department staff caught it but it was never repaid 
and we want to make sure it gets refunded.  
 
 
3. Financial Management Priorities (Recommendations) 

 
Mr. Miller explained the need for the high level financial based meeting which will 
include: 
 
• Bond rating by S&P – A- Stable – explanation on importance of keeping this 

number up. Prob wont get much better than this due to regulations in Ca. and our 
size is our other thing we cant improve.  

• BEU was penalized for not having a “forward look” in place.  
• Bond covenant push and what we need to do 
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Mr. Miller provided two suggestions: 
 
1. We need a debt service coverage of 1.2 or better – recommended is $2.4 million 
2. Time interest earned ratios – proves the ability for BEU make our interest 

payment. There is a principle and interest piece. Explanation was provided of the 
best way to make payments with interest for bond.  
 

Mr. Petersen asked if this means we will need an extra $3 million? Mr. Miller replied 
essentially yes and that our cash reserves should be more around what Mr. Prokop is 
suggesting. Mr. Prokop is here to help us figure out what that will be. Mr. Miller gave 
an explanation and comparison of General vs Enterprise funds and how debt service 
affects that. We need to find that min reserve that is best suited for BEU. 

4. Cost Allocation Study and General Fund Transfer  
 
There was a brief discussion on BEU debt service and how last year came up short.  
Last year the SCE full impact hit us but we had money in savings to justify for that 
year. Mr. Miller explained that is why we need to review the difference between 1.2 
and 1.4. Mr. Petersen wanted to know what the balance of the rate stability fund is 
after taking money from it last year. Mr. Miller said it is roughly $6.7 million, but 
explained we didn’t use it right so they really looked at that. We need to show that we 
manage our finance well.  Mr. Petersen explained that Dr. McQuown and he have 
thought that fund should go away. Mr. Miller explained that it does not need to be that 
much and we don’t use it right anyway. A brief discussion was held on comparing the 
audit to the budget.  

  
Mr. Prokop explained that BEU’s cash is actually decreasing and not going up. 
Discussion on rate stabalizetion and need for it and is it used the right way.  He 
explained that if you use it after the fact it doesn’t show right to S&P.  Mr. Miller 
suggested that if we know we will be short then put it in right away not after the fact.  
Mr. Petersen asked if this meant to do away with the title and leave it in the fund. Mr. 
Miller explained that’s his recommendation.  Discussion on four categories Finance 
must put money into for debt service convenant. Best thing is to probably make our 
policy a range for the debt serv payment prob 1.4-2%. Mr. Happe asked if the 
shortfall of 2018 was one year thing? Mr. Miller explained, No, and explained how we 
used cap and trade to offset it and that is going away so will no longer be an option.  

 
Mr. Miller then gave an explanation of Operating expenses and how it has always 
been positive but last year we were barely able to cover these expenses. This 
showed we didn’t meet what we needed to for debt service.  There was a brief 
discussion on insurance and charges vs risk.   
 
Mr. Miller then moved on to discuss the Minimum Cash Balance Calculation. An 
explanation of chart was given explaining the historical trend of reserves. At least 
$10.5 mil is recommendation for reserve.  
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Mr. Miller covered our current uses of BEU’s cash reserve and why they are 
depleting. He explained the need for the normal replacement of the plant due to wear 
and tear. An explanation was given of the timeframe of replacement for plant, lines, 
tools, etc. BEU has not kept a consistence replacemet program and we are trying to 
remedy that now but this comes with a cost.  
 
Mr. Miller gave descriptions of BEU’s CIP items.  He also discussed the GFT and 
how it also is a use of the cash reserves. Mr. Miller gave an explanation of these 
slides and how cash reserves will trend down through proper planning.  
 
Mr. Steffens then gave an explanation of BEU’s 5 year budget revenue projections, 
costs, and explained that approximately $3.5 million is the GFT. Mr. Steffens also 
explained that delivery of BEU’s energy includes the WDAT cost to SCE. He 
discussed that the downward trend is due to two main reasons – Cap and trade is 
changing so the allocations were higher and with the renewables imposed by the 
state the free allocations are going down significantly. He explained SB10 Mr. 
Steffens explained the good news is the value will change with stock market as well. 
He gave a brief description of the WDAT and how it will increase over 10 years by 
$222k per year. It is $1.6 million right now. The main factors are a fall in cap and 
trade and an increase in WDAT causes a deficit.  
 
Mr. Miller explained this shows that by 2024 our O&M budget is negative and we 
wont meet our financial targets. Additionally, our margin will go away after next year. 
A brief discussion was held on what this could mean for rates. The question arose as 
to why the model shows the GFT still being forecasted all the way through. Mr. Miller 
explained the amount shown is $2 million and that it was left at that for planning 
purposes. A discussion was held on the financial targets as seen in the chart. 
 

Description Minimum Range Results Target 
Debt Service 
Coverage 

1.2 of 
$2,428,544 

1.4 to 2.0 $3,399,961 to 
$4,857,088 

$3.4 Million 

Operating TIER 1.0 of 
$1,418,744 

1.5 to 1.8 $2,128,116 to 
$2,553,739 

$2.4 Million 

Minimum Reserve $11 Million    
  
 
5. Revenue Requirements (Baseline for Electric Cost of Service) 

 
There was a discussion on the amount of solar customers BEU currently has and 
what Pardee coming on line will mean and how this will change. It is predicted at total 
build out of 6 megawatts in 10 years. Mr. Miller mentioned that council need to 
consider raising the service charge again. It actually needs to be closer to $45.  

 
Mr. Prokop gave an explanation of having a tiered charge to follow the size of the 
system. It wont help anyone who is on a big system and is on fixed income.  Net 
energy metering has two types. The original says solar should offset full retail value 
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but there is still fixed costs that becomes a subsity problem.  So a cap was created of 
about 5% of peak load.  NEM 2 was developed.  So now the value of the energy is 
taken into consideration. Only paying them the wholsale rate.  That protects the user 
and then you can make your fixed charged to fit your needs.  Also new homes have 
to meet net zero building standards.  The 2.4kW solar systems take the energy 
average down so the wholesale and the demand charge are needed. 
 
Mr. Happe asked what about cost of power? Mr. Miller explained that Mr. Steffens 
manages that through our contracts. Mr. Happe also asked were assumptions made 
on efficiencies of lowering cost of business?  Will meters, AMI etc produce a savings? 
Mr. Miller explained that yes, next meeting we will discuss how our money is spent.   

 
Mr. Miller said it need to be decided if you want to wait till bitter end and do a big 
increase or do you want to do a little at a time?  And we need to discuss how much if 
any of the savings account do we want to use to offset that increase. Mr. Westholder 
asked when will we start to see revenue from Pardee.  Mr. Miller responded, after 
next summer. The question was asked, also what about solar?  Mr. Miller explained 
that solar wasn’t built into this because its difficult to do not knowing what the average 
use is.  We can compare it to Sun Lakes but its not easily compared due to the age 
difference and the building standards. Mr. Petersen asked how many customers we 
lose per year to solar?  Can we use that number? Mr. Miller said we can look into 
that.  

 
Mr. Prokop suggested if you see a decline is cash balance then make small changes.  
Its better than big changes in the end.  He gave a brief experience in Ukiah. They had 
no rate increase but did geo thermal.  A similar decline was seen.  Inflation rate 
chage helped to smooth that curve out.  Slow moderate changes are better than  big 
ugly ones. Edison is filing a rate with the state and it appears to be about 20%. LA is 
seeing about 3-5% consistently for the next 5 years.  
 
Mr. Burges asked what solar is being put on Pardee homes?  Mr. Miller said the first 
500 is about a 2.4 kW system but we will be filing with state to waive the 2.4 on 
Pardee homes.  
 
Mr. Miller suggested that if the group is ok with it, Mr. Prokop will move forward with 
the recommendation that Council will adopt the financial targets and use reserve to 
offset the rate increase for this time. A discussion was held on utilizing the money to 
paydown the bond first? Mr. Miller explained that staff would have to see if we can 
recall the bond.  They are guaranteed a rate of return.  If we can do that then 
absolutely. He will check and see if we can recall any of it.  
 

Mr. Petersen asked when are you predicting a rate increase? Mr. Miller responded 
that probably based on numbers today it will be in 2023.  There was a discussion on 
if this was waiting too long and if it should come earlier.  Mr. Miller explained that 
needed to be discussed and he needed to receive direction from Council on how they 
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would like to proceed on that. Mr. Petersen brough up that Council was previously 
told no increase before 2020 and now we should start early.  Mr. Miller agreed.  

 
Mr. Burgess would like staff to see what it will cost to pay off bond and have that 
information before it goes to council. Mr. Miller said, yes if you will meet again before 
Nov 4.  Discussion on how that could be more beneficial and the need for that 
discussion if so. Mr. Miller explained the benefit of the City keeping the bonds and 
how that can help the average citizen at a more cost effective rate. Mr. Miller will find 
out if it can be paid early or not and get back to the committee before the Council 
meeting.  If it cant he will proceed with the recommendations suggested in this 
meeting. Mr. Miller recounted to the committee that everything BEU does is 
expensive and having some debt is good for our customers. Also, making it todays 
debt with the depreciation over 50 yrs plays a part.  
 
There was a discussion on looking for a better rate or other alternate ways to borrow. 
As well as a discussion on cost of inflation vs cash etc.  
 
The slide on the Utility Stipend was presented at Mr. Burgess’s previous request.  
There is roughly 45 City employees with total credit of $78k. Of the 45,12 allocated to 
BEU.   
 
A discussion was held on customer discounts and who is on them.  Also the rates 
and how they should be re-desgned at this point in time along with the discount 
programs. Mr. Miller also explained that we don’t currently have a billing software in 
place that can handle additional changes at the moment. There was discussion on 
losing customers over rates and what can be done to stop that.  Nick Ghirelli, from 
RWG Law, explained we do have limitations and what is allowed in retaining 
customers. We cant charge more than the cost of service to benefit one company.  
 
The next meeting was set for Wednesday, November 13, 2019 at 2:00 p.m.  

 
IV. ADJOURNMENT 
 
The meeting adjourned at 3:53 p.m. 
 
 
 
 
 
      _______________________________ 
      Carla Young, Business Support Manager 
      COSA Ad hoc Committee 
      City of Banning 
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For an audio recording of this meeting please contact the Deputy City Clerk at (951) 
922-3102 there is a $7.00 charge for the DVD. You can also view this meeting on the city 
website    by following this link: https://banninglive.viebit.com/player.php?hash=feYRUCcQ22iG 

 
 
 
 
 
 
 
 
 
 
 
 

 
 

https://banninglive.viebit.com/player.php?hash=feYRUCcQ22iG

































































