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Audit Highlights 

ÂAudit opinion is unmodified

ÂManagementôs Discussion & Analysis

Â Internal control letter ïno material 

weaknesses.

ÂAudit covers periods ending 

June 30, 2019 and 2018

James Marta & Company LLP

Certified Public Accountants
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Financial Results

Â Operating revenues of $51M

Ã These revenues represent the first full year of operations

Ã Prior year was only for one month of operations

Â Operating expenses were $42.2M

Â Net Position increased by $8.6M

Â Total assets $18.2M

Ã $9.2M in accounts receivable and accrued revenues

Ã $1.8M in restricted assets

Â Total liabilities $11M

Ã Accrued cost of electricity $5.1M

Ã Line of Credit $2M

Ã Loans from member agencies $1.5M

James Marta & Company LLP

Certified Public Accountants



2019 2018

ASSETS

Current assets:

Cash and cash equivalents 6,914,296$                    963,388$                       

Accounts receivable, net of allowance 4,952,577                      5,621                            

Accrued revenue 4,295,713                      2,824,540                      

Inventory - renewable energy credits 207,168                         436,587                         

Deposits 2,540                            2,540                            

Total current assets 16,372,294                    4,232,676                      

Restricted assets:

Debt service reserve fund 1,100,000                      1,100,000                      

Power purchase reserve fund 655,745                         -                                

Total restricted assets 1,755,745                      1,100,000                      

Noncurrent assets:

Other noncurrent assets and deposits 100,000                         600,000                         

Total noncurrent assets 100,000                         600,000                         

Total assets 18,228,039                    5,932,676                      

LIABILITIES

Current liabilities:

Accounts payable 670,305                         137,475                         

Accrued cost of electricity 5,058,656                      2,673,938                      

Accrued payroll 3,789                            1,624                            

Interest payable 112,312                         61,556                           

Due to member agencies 410,309                         534,639                         

Other accrued liabilities 1,273,626                      847,296                         

Revolving line of credit 1,976,610                      1,600,000                      

Total current liabilities 9,505,607                      5,856,528                      

Noncurrent liabilities

Loans from member agencies 1,500,000                      1,500,000                      

Total noncurrent liabilities 1,500,000                      1,500,000                      

Total liabilities 11,005,607                    7,356,528                      

NET POSITION

Restricted - Local Programs Reserve 86,463$                         -$                              

Unrestricted 7,135,969                      (1,423,852)                     

Total net position 7,222,432$                    (1,423,852)$                   
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2018

OPERATING REVENUE

Electricity sales, net 2,820,188$      

TOTAL OPERATING REVENUES 2,820,188        

OPERATING EXPENSES

Cost of electricity 2,237,352        

Contract services

Contractors 1,313,526        

Member agencies 534,639           

Staff compensation 17,922             

General and administrative 41,939             

Other expenses 53,509             

TOTAL OPERATING EXPENSES 4,198,887        

TOTAL OPERATING INCOME (LOSS) (1,378,699)       

NONOPERATING REVENUES (EXPENSES)

Interest income 16,403             

Interest and related expenses (61,556)            

TOTAL NONOPERATING REVENUES (EXPENSES) (45,153)            

CHANGE IN NET POSITION (1,423,852)       

Net position at beginning of period -                  

Net position at end of period (1,423,852)$     

2019 2018

OPERATING REVENUE

Electricity sales, net 51,035,167$          2,820,188$            

OPERATING EXPENSES

Cost of electricity 38,539,605            2,237,352              

Contract services 2,309,962              1,848,165              

Staff compensation 981,805                 17,922                  

General, administration, and other 392,897                 95,448                  

Total operating expenses 42,224,269            4,198,887              

Operating income (loss) 8,810,898              (1,378,699)             

NONOPERATING REVENUES (EXPENSES)

Interest income 37,943                  16,403                  

Interest and related expenses (202,557)               (61,556)                 

Total nonoperating revenues (expenses) (164,614)               (45,153)                 

CHANGE IN NET POSITION 8,646,284              (1,423,852)             

Net position at beginning of period (1,423,852)             -                        

Net position at end of period 7,222,432$            (1,423,852)$           
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Letter

Â Communication to those Charged with Governance

üNo disagreements with management

üAudit conducted as planned

üNo material weaknesses identified

James Marta & Company LLP

Certified Public Accountants 7



Items for Consideration

ÂContinuing rate changes determined by the CPUC

ÂService rate concerns with PG&E due to legal liabilities

8



VCE Special Board Meeting
Item 14 ςRiver City Bank Revolving Line of Credit / Debit Restructuring
October 10, 2019, Woodland City Council Chambers 9



Item 14 - Background
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ÅMay 10, 2018 Board meeting ςBoard approved the Credit 
Agreement with River City Bank
Å$11 M Revolving Line of Credit (RLOC)

ÅTerm ς12 months (May 2019) with 6 month option to extend (Nov 2019)

ÅMember jurisdictions signed Subordination Agreements for $500K loan to 
RCB

ÅApril 11, 2019 Board meeting ςBoard approved to exercise option 
to extend RLOC term to November 2019

ÅSeptember 6, 2019 - RCB terminated the Subordination 
Agreements with member jurisdictions 

ÅSeptember 12, 2019 Board meeting - Board gave direction to pay 
off the $500,000 agency loans
ÅCurrent RLOC balance $1,976,610 (last draw in August 2018)



Item 14 - Bank Update
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River City has agreed to:
ÅRenewal of the existing RLOC with the following major terms of 

the agreement:
ÅUp to $11.0 M available credit (reduced by any amounts that have been converted 

to a Term loan on the existing RLOC)

ÅOne-year term

ÅAbility to issue Letters of Credit

ÅRLOC interest at a variable rate equal to the One (1) Month LIBOR plus 1.75%, 
subject to a floor rate of 1.75%

ÅTerm loan interest is fixed at the three (3) year US Treasury note yield plus 2.00%

ÅLoan fee of 0.25% of the loan amount

ÅAn additional 30-day administrative extension to finalize the 
credit agreement after the Board approval 



Itm 14 - Analysis
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Options:

Assumptions:

ÅConvert RLOC to Term Loan at current outstanding balance of $1,976,610

Å5ƛǾƛŘŜƴŘǎ ŀŎŎǊǳŜŘ ŀƴŘ ǇŀƛŘ ƛƴ ŀŎŎƻǊŘŀƴŎŜ ǿƛǘƘ ±/9Ωǎ ŘƛǾƛŘŜƴŘ ǇǊƻƎǊŀƳ 
approved in June 2019

ÅSmaller dividend in FYE 2021 due to projected increase in RA costs resulting in 
a lower Net Margin

Option 1 Option 2

Repay Member Loans Yes Yes

Repay RLOC Yes No

Convert to Term Loan (5yr Repayment) No Yes

Dividend Rate FY 2020 2% 2%

Dividend Rate FY 2021 1% 1%



Item 14 - Analysis
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сκолκнлнл όΨлллύсκолκнлнл όΨлллύсκолκнлнм όΨлллύсκолκнлнм όΨлллύ
Option 1 Option 2 Option 1 Option 2

Revenues $      54,594 $      54,594 $  56,271 $  56,271 
Power Costs 41,392 41,392 47,246 47,246 
Gross Margin 13,202 13,202 9,025 9,025 
Other Expenses 4,783 4,821 4,648 4,703 
Net Margin $        8,419 $        8,381 $    4,377 $    4,322 

Net Margin % 15.42% 15.35% 7.78% 7.68%

Cash:
Unrestricted $        9,603 $      11,344 $  10,819 $  12,110 
Restricted 2,636 2,636 3,450 3,450 
Total cash (1) $      12,239 $      13,980 $  14,269 $  15,560

Debt:
Member Loans $              - $              - $           - $          -
RLOC - 1,779 - 1,384 
Total Debt $              - $        1,779 $           - $    1,384

Net Position $      15,667 $      15,629 $  20,044 $  19,951 

1. VCE staff, in a separate Board staff report for this October 10, 2019 meeting, is recommending Board approval to change 

the Net Energy Metering (NEM) policy.  If approved, the changes would result in an approximately $2.0 to $4.0 million one-
year lag on cash collection of net revenues from NEM customers.  This would in turn result in a one-year delay in achieving 

90-Řŀȅ ŎŀǎƘ ǊŜǎŜǊǾŜǎΦ  Lǘ ǿƛƭƭ ǇǳǎƘ ǘƘŜ ǘƛƳŜ ǘƻ ǊŜŀŎƘ ǘƘŜ .ƻŀǊŘΩǎ Ǝƻŀƭ ǘƻ ŀŎƘƛŜǾŜ ŀ фл Řŀȅǎ ŎŀǎƘ ǊŜǎŜǊǾŜ ǘƻ Wǳƭȅ нлнн ŦƻǊ 

Option 1 and July 2021 for Option 2



Item 14 - Staff Recommendation on Repayment of Debt

14

Staff recommends Option 2, since it gives VCE the 
financial flexibility to:
ÅNegotiate Long-term Renewable Power purchase agreements

ÅAchieve 90-days cash reserves more quickly

ÅIncrease ability to pay customer dividends earlier

ÅEnhance ability to manage cash flow and cost of NEM annual billings in 
year one as described in the revised NEM policy (if adopted)

Å!ŘŘǊŜǎǎ ǇƻǘŜƴǘƛŀƭ ƛƳǇŀŎǘǎ ŀǎǎƻŎƛŀǘŜŘ ǿƛǘƘ ƻƴƎƻƛƴƎ ǳƴŎŜǊǘŀƛƴǘȅ ƻŦ tDϧ9Ωǎ 
Power Charge Indifference Adjustment (PCIA) and electric generation rates

ÅLƴŎǊŜŀǎŜ ±/9Ωǎ ŎƘŀƴŎŜ ǘƻ ƻōǘŀƛƴ ŎǊŜŘƛǘ ǊŀǘƛƴƎ ǘŀǊƎŜǘǎ ǎƻƻƴŜǊ



Summary of Staff Recommendation
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Recommendations:
1. Approve the conversion of the current $1,976,610 Revolving Line of Credit 

(RLOC) balance to an amortizing 5-year term loan

2. Adopt a resolution:
a) Approving the River City Bank renewal terms for the existing RLOC;

b) Authorizing the VCE Interim General Manager, in consultation with VCE Legal 
Counsel, to negotiate the Credit Agreement with River City Bank based on the 
renewal terms.  The final Credit Agreement will be submitted to the Board for 
final approval at the November 14, 2019 board meeting.



Item 15

Solar NEM Policy Changes and Workshop 

Update
October 10, 2019 ðWoodland Council Chambers

16
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ÅApprove NEM policy changes

Item 15 - Requested Action
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ÅWe are scheduled to enroll Net Energy Metered (NEM) 

customers in 2020

Å The policy contained elements that were based on 

cash flow concerns at the time

Å Annual true-ups require us to òfloató funds for a year

Å This impacts our ability to quickly build up reserves

ÅOur financial position has improved

Å Staff believes the first -year cash flow issues are 

manageable and adjustments to the NEM policy are 

justified

Item 15 - Background
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Additions not in the Staff Report ñ

4. NEM customers on monthly billing cycles may choose 

to adopt an annual billing cycle.  The request must 

coincide with their existing PG&E true -up period.

11. NEM customers may opt-out of VCEõs NEM program 

and return to PG&E at their discretion.  Departing 

customers will be trued -up with VCE upon return to 

PG&E.

Item 15 - Proposed NEM policy changes
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Å Place all Residential and Business NEM customers on 

their existing billing cycle (monthly or annual) and 

true -up date

Å Remove the requirement that Residential NEM customers with 

annual VCE bills over $500, be automatically place on a 

monthly billing cycle

Å Remove the òmay be placed on monthly billingó language for 

Business NEM customers with annual VCE balances exceeding 

$5,000 

Å A few editorial changes

Item 15 - Proposed NEM policy changes
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Å Streamlines enrollments

Å Simplifies the NEM policy

Å Easier for customers to understand

Å Easier to implement from a billing/back -office 

perspective 

Item 15 - Benefits of NEM Policy Changes
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Item 15 - Financial Impact of Policy Changes



Item 15 - NEM Workshop Update

ÅWorkshop held at Davis City Council Chambers, Oct 2

Å50 in attendanceð~1/3 had not heard of VCE

ÅAgenda included

o Explanation of terms

o What is Valley Clean Energy?

o Program details with sample bills

o Explanation of Residential, Business and Aggregation policies

o Early opt in

ÅLots of good questions from the groupðonly 1 question 

needed follow-up

ÅIt seemed like there was general support for VCE at the 

end of the meeting
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Item 15 - Purpose of workshops

Valley Clean Energyôs NEM policy explained

Å What stays the same as PG&E?

Å What changes? 

Å Are there any options I should know about?
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Item 15 - One question from the workshopñWhat 

if I pay ahead?

For customers that pay ahead to avoid a large bill at true-upð

Å PG&E retains excess funds as a credit

Å At the end of the year, they pay themselves first, then VCE

Å The customer will be billed for any outstanding balance


